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LEARNING OBJECTIVES 

After you read this chapter, you should be able to:

• After you have read this chapter, you should be able to:

• Define Personnel .

• Identify difference between personnel management and HRM.

• Discuss three types of individual incentives.

• Explain three different way that sales employees typically are 

compensated ( Case Study )

• Identify key factors that must be addressed when using team 

variable pay plans.
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Personnel Definition 

• The people who are employed in a company, organization 

• The department a company or organization that deals

with its employees when they first join, when they 
need training, or when they have any problems

https://dictionary.cambridge.org/dictionary/english/people
https://dictionary.cambridge.org/dictionary/english/employed
https://dictionary.cambridge.org/dictionary/english/company
https://dictionary.cambridge.org/dictionary/english/organization
https://dictionary.cambridge.org/dictionary/english/department
https://dictionary.cambridge.org/dictionary/english/company
https://dictionary.cambridge.org/dictionary/english/organization
https://dictionary.cambridge.org/dictionary/english/deal
https://dictionary.cambridge.org/dictionary/english/its
https://dictionary.cambridge.org/dictionary/english/employee
https://dictionary.cambridge.org/dictionary/english/join
https://dictionary.cambridge.org/dictionary/english/training
https://dictionary.cambridge.org/dictionary/english/problem
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Personnel 

• Salary and Wage Administration

It is the responsibility of the personnel department to see to it that every 
member of staff in the company gets their salary or wages as at when 
due.

• Personnel Research / Documentation 

• conduct attitude surveys, rating devices, analyzing exit interviews 
sharing with recruitment team if exist , turnovers, and absences, and 
improving forms, standards, and procedures. The loss of workers and 
their replacement by management is what is referred to as turnover.

• Maintenance (Health, Safety and Security)

• HR Policies and Procedures 
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Difference between HRM and 
Personnel Management
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Salaries Vs Wages definitions

•Salary :the fixed amount of compensation which is 
paid for the performance of an employee. 

•Wage : the variable amount of compensation which 
is paid on the basis of hours spent in finishing a 
certain amount of work
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13–10



www.midocean.ae

Income Tax 



www.midocean.ae

Pay slip Includes !
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HR Forms 
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Factors Affecting Variable Pay Plans

Does the plan fit

the organization?

Are the right behaviors

encouraged by the plan?

Is the plan being

administered properly?

Variable Pay Plan 

Success
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Piece-Rate Systems

• Straight Piece-Rate Systems

• Wages are determined by multiplying the number of 
pieces produced by the piece rate for one unit.

• Differential Piece-Rate Systems

• Employees are paid one piece-rate for units produced up 
to a standard output and a higher piece-rate wage for 
units produced over the standard.
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Bonuses and Special Incentive Programs

• Bonus

• A one-time payment that does not become part of the employee’s 
base pay.

• Awards

• Cash or merchandise used as an incentive reward.

• Recognition Awards

• Recognition of individuals for their performance or service to 
customers in areas targeted by the firm.

• Service Awards

• Rewards to employees for lengthy service with an organization.
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Sales Payment  Plans

• Salary Only

• All compensation is paid as a base wage with no incentives.

• Commission

• Straight Commission

• Compensation is computed as a percentage of sales in units or 
dollars.

• Draw system make advance payments against future 
commissions to salesperson.

• Salary Plus Commission or Bonus

• Compensation is part salary for income stability and part 
commission for incentive.
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Profit Sharing

• Profit Sharing

• A system to distribute a portion of the profits of the organization to 
employees.

• Primary objectives:

• Improve productivity

• Recruit or retain employees

• Improve product/service quality

• Improve employee morale

• Drawbacks

• Disclosure of financial information

• Variability of profits from year to year

• Profit results not strongly tied to employee efforts



www.midocean.ae

Developing Pay Surveys

Select Employers with Comparable Jobs

Determine Jobs to be Surveyed

Decide What Information Is Needed

Conduct Survey
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Pay Structures

• Market Line

• The line on a graph showing the relationship between the 
job value, as determined by job evaluation points, and 
pay survey rates.

• Common Pay Structures

• Hourly and salaried

• Office, plant, technical, professional, managerial

• Clerical, information technology, professional, 
supervisory, management, and executive
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Pay Structures (cont’d)

• Pay Grades

• A grouping of individual jobs having approximately the same job 
worth.

• Broad banding

• The practice of using fewer pay grades having broader pay ranges 
that in traditional systems.

• Benefits

• Encourages horizontal movement of employees

• Is consistent with trend towards flatter organizations

• Creates a more flexible organization

• Encourages competency development

• Emphasizes career development
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Typical Pay Range Widths
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and Pay 
Ranges
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Pay Rate Issues

• Rates Out of Range

• Red-Circled Employees

• An incumbent (current jobholder) who is paid above the range 
set for the job.

• Green-Circled Employees

• An incumbent who is paid below the range set for the job.

• Pay Compression

• A situation in which pay differences among individuals with 
different levels of experience and performance in the organization 
becomes small.
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Issues Involving Pay Increases

• Seniority

• Time spent in an organization or on a particular job.

• Used to determine eligibility for organizational rewards 
and benefits.

• Maturity Curve

• A curve that depicts the relationship between experience 
and pay rates.

• Assumption is that as experience increases, proficiency 
and performance increase. 
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Issues Involving Pay Increases

• Cost-of-Living Adjustments (COLA)

• A percentage increase in wages that allows employees to 
maintain the same real wages in a period of economic 
inflation.

• Adjustments are tied to changes in an economic measure 
(e.g., the Consumer Price Index).

• Lump-Sum Increases (LSI)

• A one-time payment of all or part of a yearly pay 
increase.

• Lump-sum payments do not increase base wages


