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Abbot Laboratories, 500
Ability, 11
Ability-motivation-opportunity (AMO)
theory, 47, 648
Ability to pay, 232, 638
Acceptability
of job analysis, 129
of job evaluation techniques, 203
Accountemps, 83
Across-the-board increase, 330
Adam Opel AG, 572
Administrative cost containment, 464
Administrative employees, 353
AES, 655
Aetna, Inc., 218, 379
Affordable Care Act of 2010, 5-6
AFL-CIO, 82, 509, 531, 535, 539, 541
Age Discrimination in Employment Act
(ADEA), 633
Agency theory, 242, 326
Airline industry
benefit costs in, 636
labor costs in, 221
Alcatel-Lucent Technologies, 410
Alcoa, 270
Alignment. See Internal alignment
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explanation of, 17
in Germany, 573
in Japan, 572
Alternation ranking, 147, 393, 394
Amazon.com, Inc., 28, 270, 380
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Persons (AARP), 636
American Compensation Association
(ACA), 404
American Steel and Wire, 164
Americans with Disabilities Act (ADA)
of 1990, 116-117

AmeriSteel, 375, 376

AMR Research, 242

Analytical literacy, 646

Aon Hewitt, 58, 277, 335

Apache Footware, 248

Appeals process, job evaluation,
160, 162

Apple, 1,4, 6,223, 242, 243, 256, 270,
565

Appraisals. See Performance appraisals

Assistant vice president, investments
(AVPI), 76

AT&T, 333, 361

“Automatic” labor cost, 636

Automatic progression, 537

Avaya, Inc., 462

Average cash compensation, 636—637

Balanced scorecard approach
to performance appraisals,
392-393, 421-424
to variable pay, 366-367
Balance sheet approach
alternatives to, 584-586
explanation of, 582-584
modified, 585-586
Balzers Tool Coating, 181
Bank of America, 4, 40, 42, 61-62,
270, 551
Bankruptcey, 4, 16, 42, 206, 219, 221,
223, 547, 551, 636, 660
Baogang, 548
Base pay
explanation of, 233, 281, 330, 502
in Germany, 572
in Japan, 569-571
variable by, 354
Base salary, 502, 636637
Base wages, 14, 223, 504
Beanstock, 380
Bear Stearns, 4, 8, 42, 501

Bedeaux plans, 358, 359
Behavioral competency indicators, 190
Behaviorally anchored rating scales
(BARS), 395
Benchmark conversion/survey
leveling, 279
Benchmark jobs
characteristics of, 145-146
in job surveys, 277-278
setting pay for, 292-294
Benefit ceiling, 465
Benefit cutbacks, 465
Benefits. See Employee benefits
Benefitslink, 451
Best Buy, 27-29, 296
Best-pay practices, 59
Bias, 203-204
“Big Blue” (IBM), 149
Blue Cross, 389, 446, 456
Blue Shield, 389
Boeing, 238, 240, 270
Bonuses
executive, 502-503
in Germany, 573
in Japan, 571-575
lump-sum, 330, 356
Bottom-up budgeting, 641-642
Bourse market, 225
“Boutique” financial services firms, 62
Bristol-Meyers Squibb, 16
Brito vs. Zia Company, 411-412
Broad banding
explanation of, 299-302
flexibility and, 302
Broad bands, 643
Broad-based option plans
(BBOPs), 380
Bureau of Labor Statistics (BLS), 5, 71,
126, 154, 259, 274-277, 532
Business awareness, competencies, 183
Business strategies
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competitive dynamics and, 51
function of, 45-47

market pricing and, 304
tailored vs. loosely coupled, 86

Cafeteria-style plans, 329, 452, 461, 586
Call centers, 242
Capital appreciation plans, 503-504
Capital One Bank, 8
Career path, 93
Career progress, 83
Cash compensation
base wage as, 14
controlling average, 636-637
incentive payment as, 15-16
limits on, 22
merit pay and cost-of-living
adjustments as, 14-15
Cash profit sharing, 366
Caterpillar, 320, 360, 534
CBS, 99
Celebrity earnings, 213-214
Central tendency, 289
Central tendency error, 406
Centralized strategy, 654
Cerberus Capital Management, 547
Certification methods, 186, 195
“Change-and-congeal” process, 85
Chief executive officers (CEOs). See
also Executive compensation
base salary for, 502
bonuses for, 502-503
compensation for, 7-9, 498-503
long-term incentive and capital
appreciation plans for,
503-505
perquisites for, 505-506
views of, 506-507
Child care, 154
Child labor, 616
China
allowance for foreign
employees in, 17
automobile industry in, 546-547
compensation trends in, 12, 548
labor costs in, 562
national culture in, 559
outsourcing to, 6
ownership trends in, 560-561

political environment and, 52-53
productivity in, 562
Chrysler, 1, 3, 4, 16, 219, 443, 531,
547, 636
Churn, 638
Circuit City, 27-29
Cisco Systems, 213, 659
Citigroup, 241, 500
Civil Rights Act, 81, 458, 607
Claims processing, 463—464
Clark Consulting, 58, 149, 150
Classification method, job evaluation,
148-149
The Classifiers Handbook, 149
Clone error, 406
CNET, 43
Coca-Cola, 270, 379, 380, 503
Co-determination, 554
Coinsurance, 454, 465
Collective bargaining agreements. See
also Labor unions
basis of pay and, 535-536
experience and merit differentials
and, 537
occupations and wage differentials
and, 536-537
vacations and holidays and, 538
wage adjustment provisions in,
538-539
Combination plans, 380
Commission, 15
Committee a priori judgment
approach, 160
Communication
approach, 652
employee benefit, 462—453
formal, 653
pay, 648-654
portals, 656
service, 656
Companies. See Organizations
Compa-ratios, 644
Compensable factors
to be included in point plan, 157
explanation of, 149, 151
method to determine, 151-157
Compensating differentials, 230-231
Compensation. See also Executive
compensation; Expatriate

compensation; International
compensation; specific forms of
compensation
based on performance appraisals,
412-417
benefits as, 16—17
cash, 14-16, 22, 636-637
categories of, 13-14
as change agent, 648
contingent workers, 520-521
for corporate directors, 499-500
employers’ perspective on, 11
explanation of, 12, 13
fairness in, 19-20
for financial services professionals,
4-5,8
global views of, 12—13
incentive and sorting effects of, 11-12
incentives as, 4-5, 15
indirect, 468
international context of, 548-550
long-term incentives as, 16
management of, 23-24, 60
managers’ perspective on, 9—11
measures of, 281-282
objectives of, 18-20
overview of, 3-5
publicly available data on, 274-275
relational returns from work as,
17-18
revenues, managing, 645-647
for sales forces, 516-520
for scientists and engineers,
512-516
societal perspective on, 5-7
stockholders’ perspective on, 81-82
for supervisors, 498-499
total, 13, 223, 224, 281-282, 630
total earnings opportunities as, 17
union effect on, 54, 532-539
variations in, 71

Compensation communication cycle,

652-653

Compensation forecasting, 641-642
Compensation management

average cash compensation and,
636-637
bottom-up budgeting and, 641-642



centralization-decentralization and,
654-659
communication and, 648—-654
of compensation system, 23
embedded controls and, 643-645
ethics and, 658
flexibility and, 655-656
hours of work and, 635-636
influence of compensation on, 9-11
nature of, 631-632
number of employees and, 631-635
Compensation management—Cont.
pay decisions by, 236
reengineering and outsourcing
and, 656
strategic change and, 648
top-down budgeting and, 637-641
view of labor unions, 530-531
Compensation software, 657
Compensation strategies. See also
Executive compensation
assessing total compensation
implications to develop,
51-54
best practices vs. best fit and, 59
choice in, 53-54
comparison of, 40-44
competitive advantage and, 57-59
culture and values and, 52
employee preferences and, 53
external competitiveness and,
218-225
implementation and assessment
of, 57
internal alignment and, 74-76
mapping of, 54-56
at Merrill Lynch, 61-62
pay model and, 48-50
performance measures and,
320-321
research on, 59-60
retaining/recruiting top
employees, 646
within same company, 4344
within same industry, 43
social and political context
and, 52-53
steps to develop, 50-57

virtuous and vicious circles
and, 60-61
Compensatory time off, 54
Competencies
classification of, 193-194
core, 188
elements of, 191
employee selection and training/
development and, 197
explanation of, 188—189
indicators of, 188-190
leadership, 190
list of top, 190
sets, 188
research on, 197-199
Competency-based pay system, 92
Competency-based structures
certification methods for, 195
employee selection and training and
development in, 197
explanation of, 188
features of, 204-205
individuals involved in, 195
information to collect for, 193—195
job analysis, 136
objectives of, 193
purpose of, 191-193
Competition, degree of, 235
Competitive advantage
compensation strategies and, 57-59
pay-level policies and, 253
Competitive intelligence, 269
Competitive market pressures, 638
Competitiveness. See External
competitiveness
Compliance
explanation of, 20
internal alignment and, 94-95
in pay-for-performance plans, 341
pay-level and pay-mix decisions
and, 253
ConAgra Foods, 503
Consolidated Omnibus Budget
Reconciliation Act (COBRA)
1984, 458
Consultation, to managers, 641
Consumer Price Index (CPI), 290, 330,
413, 539, 639-640, 648
Content
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explanation of, 77, 142
external market and, 142
Contingent workers
compensation for, 520-521
conflicts faced by, 499
explanation of, 520, 634
Contract system, 629-630
Copay, 464
Core employees, 634
Corning Glass, 377
Corporate directors, 499-500
Correlation coefficient, 26
Costco, 9, 10, 11, 87
Cost containment
employee benefit, 464—465
point plans and, 153
Cost cutters, 45
Cost of living
adjustments for, 330
explanation of, 639-640
increases, 638
international comparisons of, 565-568
Cost-of-living adjustments (COLAs),
14-15, 538-539
“Cost-of-living” index, 639. See also
Consumer Price Index (CPI)
Criterion contamination, 405
Criterion deficient, 391
Criterion pay structure, 159-160
Cultural dimensions (Hofstede),
557-559
Cultural diversity, pay structure and, 82
Culture. See also Organizational culture
compensable factors and, 153
compensation strategy and, 14, 52,
556-559
explanation of, 82
Currency conversions, 573
Current year’s rise, 637
Customer-driven health care, 454
Customer-focused business strategy, 45
Customers
commitments to, 413
as performance raters, 403-404

DaimlerChrysler, 221, 536, 547
Data
behavioral-based, 115
employee, 113-116
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job, 111-113
publicly available, 274-275
task, 111, 113
verification of, 283-288
Data collection
for job analysis, 111-112, 118-121
methods for, 118-121
quantitative, 118, 120
for skill analysis, 184
Decentralized strategy, 654—655
Deductibles, 465
Deferred compensation, 501
Deferred wage increases, 538
Defined benefit plans, 465
Defined contribution plans, 465
Delayering, 83
Dell Inc., 379, 641
Delphi Corporation, 636
Delta Air Lines, 242, 381, 448, 636
Denver Classroom Teachers
Association, 54
Denver Public Schools, 54
Department of Energy, U.S., 421-424
Department of Labor, U.S., 71, 111,
162, 269
Deutsche Bank, 218, 241, 546
Dewey & LeBoeuf, 206-207
Differentials, 76
Digital Equipment Corporation, 464
Disability insurance, 505
Discrimination
pay, 154
Distributive justice
explanation of, 85
pay-for-performance plans and, 340
Dodd-Frank Wall Street Reform and
Consumer Protection Act
(2010), 8, 82, 503
Dow Chemical Company, 399
Dual-career couples, 53
Dual-career ladder, 513
Dual coverage, 465
DuPont Fibers, 377

Earnings
celebrity, 213-215
present-value stream of, 17
Earnings-at-risk plans, 375-377

Earnings gaps. See also Pay
discrimination
sources of, 620
Eaton, 14, 655
eBay Inc., 131
E-benefits, 462
Economic crisis of 2008-2010, 509
Economic forces
explanation of, 80-81
in Japan, 575
sales personnel and, 516-517
Efficiency
explanation of, 94
German pay systems and, 572
of pay-for-performance plans,
338-340
pay-level and pay-mix decisions
and, 252-253
Efficiency wage, 231-232
Egalitarian pay structure, 86—88
Elder care, 657
Electronics industry, 27-29
Embedded controls
compa-ratios and, 644
cost analysis and, 645
explanation of, 643
promotions and external vs. internal
hires and, 644
range minimums and maximums
and, 643
variable pay and, 644-645
Employee attitude surveys, 203
Employee benefit questionnaires, 460
Employee benefits. See also specific
types of benefits
administration of, 452-454,
461-465
allowances as, 17
background of, 446448
communication about, 462463
components of, 454-461
for contingent workers, 491
cost effectiveness of, 449
costs of, 456
employee preferences for, 459-461
employer-initiated, 449
employer preferences for, 455-459
explanation of, 447
finance methods for, 454

flexible, 453-454, 461
in Germany, 573
government mandates for, 449
income protection and, 16
in Japan, 572
labor unions and, 444
legally required, 458
legislation related to, 458
planning and design issues related
to, 450451
ranking of, 450
reducing cost of, 636
union effect on, 534-535
value of, 449-450
wage and price controls and, 448
work/life balance and, 16—17
Employee contributions, 23, 59
Employee retention
benefits and, 457-458
competitiveness and, 219, 223
Employee Retirement Income Security
Act (ERISA), 449
Employee self-service, 656
Employees
benefit preferences related to,
459-461
compensation strategies and
preferences of, 53
competencies and selection of, 197
contingent, 499, 520-521
core, 634
influence of compensation on, 11,
332-338
labor costs and number of, 631-635
nonexempt, 54
number of, 631-635
part-time, 538
pay fairness beliefs of, 85
Employees—Cont.
personal needs of, 459-461
sales, 499, 516-520
temporary, 538
wage differentials based on
experience or merit, 537
Employee stock ownership plans
(ESOPs), 379, 540
Employee turnover
compensation and, 333
pay satisfaction and, 246



Employer of choice, 249
Employment Cost Index (ECI), 269
Engineers, compensation for, 512-516
Enron Corp., 20, 21, 378
Entitlement, 11
Entry jobs, 84
Equal employment opportunity
(EEO), 411
Equal Pay Act of 1963
compliance with, 204-205
requirements of, 81, 154
Equal Remuneration Act, 1976, 618
Equity
employee benefits and, 459
in pay-for-performance plans,
340-341
Equity theory, 89-90, 327
Essay format, 399
Essential job elements, 116-117
Ethical issues
compensation management and, 658
related to compensation, 20-22
European Union (EU), 52, 469, 507,
551,553, 554, 561, 588
European Union Working Time
Directive, 553
Exchange value, 79
Executive compensation
base salary and, 502
bonuses and, 502-503
components of, 501-502
critics’ view of, 506-509
executive benefits and, 505
executive perquisites and, 505-506
historical background of, 508
long-term incentive and capital
appreciation plans and,
503-505
overview of, 497
regulations related to, 82
stockholders’ interest in, 7-9
strategies for, 500
for top 5 executives in 2014, 502
view of academics about, 506-509
Executive perquisites, 505-506
Exempt, 14
Exit incentive programs, 633
Expatriate colonies, 582

Expatriate compensation. See also
International compensation
allowances and premiums and, 582
balance sheet approach to,
582-586
employee preferences and, 587
explanation of, 579-580
housing and, 582
salary and, 581
taxes and, 581-582
Expatriates
allowances and premiums for,
581-582
explanation of, 579-580
housing for, 582
reasons to select, 579-580
value of experience of, 584
Expectancy theory, 323, 327
Exporter strategy, 578
External competitiveness
broad banding and, 299-302
compensation strategies and, 59
competitive pay policy alternatives
and, 244-252
compliance and, 253-254
consequences of, 252-254
cost controls and increase revenues
and, 219-223
demand side modifications and,
230-233
efficiency and, 252-253
employee recruitment and retention
and, 223-225
explanation of, 22-23, 219
fairness and, 253
grades and ranges and, 296-299
labor demand and, 228
labor market and, 225-230
labor supply and, 230
marginal product and, 228
marginal revenue and, 228-230
market pricing and, 303-304
organization factors and, 238-239
pay level determination and, 267
pay-policy line and, 295-296
pay structure adjustment and, 302
product market factors and ability
to pay and, 235-237
relevant markets and, 240-243
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supply side modifications and,
234-235
utility analysis and, 256-257
External vs. internal hires, 644
Extrinsic rewards, 335

Factor scales, 157-158
Fair Labor Standards Act (FLSA)
of 1938
employee benefits and, 459
exemptions under, 14
overtime provisions and, 54
professionals under, 512
Fairness
compensation, 19, 84
competencies and, 190-192
equity theory and, 89
internal alignment and, 94
in pay-for-performance plans, 340
pay-level and pay-mix decisions
and, 252-254
of skill-based structure, 182—183
FedEx, 520
Fiat Chrysler Auto, 219, 254,
255,375
Financial advisors (FAs), 75
Financial services industry
executive compensation in, 8
incentive plans offered in, 4-5
offshoring and, 241-242
social contract and, 550-551
First impression error, 406
Fixed component, average cash
compensation, 636
Flat rate, 23
Flexible benefit plans, 452, 453,
454, 461
Flexible compensation, 323
Floaters, 125
FMC, 184
Forecasting, compensation,
641-642
Ford, 375, 542
Formal communication, 653
Foxconn, 4, 6, 242, 565
France, wage flexibility, 553
Fred Cook, 58
Free-rider problem, 369
Frequency distribution, 287, 288
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Full-defined contribution, 453

Gain sharing, 331, 367
Gain-sharing plans
elements in design of, 369-371
explanation of, 364
formulas for, 370
Gantt plans, 359
GE Healthcare, 77, 79
GE Information Systems, 377
Gender. See also Women
job evaluation and, 202
performance appraisals and,
405-407
General Electric, 146, 274, 547,
646, 655
General Mills, 53, 59, 581
General Motors (GM), 4, 54, 254-255,
375,502, 534, 541, 542, 551,
636, 659
Geographic differentials, 572, 640
Germany
allowance and benefits in, 573
base pay in, 572
bonuses in, 572-573
co-determination law in, 554
comparison of systems in United
States, Japan, and, 573-575
evolution and change in, 576-578
ownership trends in, 560-561
glassdoor.com, 213, 306
Global approaches, 579
Globalization, 241-243. See also
International compensation
Globalizer strategy, 578
Goal setting, 326
Google, 7, 16, 40, 41, 46, 269-271,
305, 439, 678
Government regulations
employee benefits, 449-450
internal structures and, 80-81
living wage, 81
managerial autonomy and, 561
overtime pay and hours of work, 54
social contract and, 553-556
Grades, 296-299
Green circle rates, 643
Group incentive plans. See Team
incentive plans

Half.com, 131-135

Halo error, 406

Halsey 50-50 plans, 358

Hay Group, 156, 278, 504

Hay Group Guide Chart-Profile

Method, 155-156, 157

Health care expenditures, 16

Health insurance
customer-driven, 450
employer-provided, 6
market-based, 450
types of, 449

Herman Miller, 654

Hewlett Packard, 83, 146, 659

Hierarchical pay structure, 91

Highly compensated employees, 588

High-performance work systems

(HPWS), 47

Hit rates, 202

Holiday pay, 538-539

Home Depot, 404

Hon Hai Precision Industry Co., Ltd., 4

Horn error, 406
Housing, expatriate, 582
HRNet, 125
HR strategy
compensation strategy and, 51-56
explanation of, 47-48
internal pay structures and, 83—-84
Human capital, 83
Human capital theory, 234, 235
Human resource planning system, 483
Hyundai, 541

IBM, 14, 27,46-47,79, 83, 109, 142,
219, 240, 241, 248-249, 268,
339,462, 515, 561, 579, 588

1G Metall, 561

Improshare, 374

Incentive effect, 11-12

Incentive plans

explanation of, 3-5, 15
individual, 357-362
Incentive plans—Cont.
long-term, 16, 377-379, 503-505
reverse, 355
team, 22-23, 362-374
Incentive stock options, 505
Independent contractors, 520-521, 634

Indexing, 640
Indirect compensation, 468
Individual incentive plans
advantages and disadvantages of,
360-361
categories of, 358-359
examples of, 361-362
explanation of, 357
features of, 357-358
group incentive plans vs., 368-369
Individual incentives, 330
Individualism-collectivism, 556, 557
Individual retirement accounts
(IRAs), 458
Industrial Revolution, 80-81
Inflation calculator, 640
Information, storage and recall of, 406
Infosystems, 547
Innovators, 45
Institute of Management and
Administration (IOMA), 332
Institutional theory, 92
Instrumentality, 325
Internal alignment
compensation strategies and, 57, 74
competency-based structure, 188
compliance and, 94-95
consequences of, 94-95
content and value and, 77-79
cultures and customs and, 82
differentials and, 77
economic pressures and, 80-81
effects of, 92-93
efficiency and, 94
egalitarian vs. hierarchical
structures and, 86—88
employee acceptance and, 85
equity theory and, 89-90
explanation of, 21-22, 74
external stakeholders and, 81-82
fairness and, 94
government policies, laws and
regulations and, 81
hierarchical vs. egalitarian
structures and, 86—88
HR policies and, 83-84
human capital and, 83
institutional theory and, 92
internal labor markets and, 84



number of levels and, 77
organizational strategy and, 83
pay structures change and, 85-86
structures and, 197, 199
tailored vs. loosely coupled
structures and, 86
tournament theory and, 90-92
work design and, 83
work flow and, 75-76
Internal competency-based structure, 188
Internal equity. See Internal alignment
Internal hires, 644
Internal labor markets, 84
Internal structures
bias in, 203-204
business- and work-related, 141
creation of, 107-108
external market rates combined
with, 294-295
job evaluation and, 142—-143
International Brotherhood of Electrical
Workers (IBEW), 96
International compensation
background of, 548-550
centralized or decentralized pay
and, 551-553
comparison of, 566-567
cost of living and purchasing power
and, 565-568
expatriate compensation and,
579-587 (See also
Expatriate compensation)
labor costs and productivity and,
562-565
managerial autonomy and, 557-562
national systems and, 568-578
ownership and financial markets
and, 560-561
regulation and, 553-556
social contract and, 550-556
strategic market mind-set and,
578-579
trade unions and, 560
trends in, 546-548
International Society for Performance
Improvement, 328
Internet
benefit administration over, 463

publicly available compensation
data on, 275-276
Interval scaling, 158
Introduction to the Position
Classification Standards, 149
iPad, 4, 6, 242, 243, 565
iPhone, 4, 6, 232, 243, 565

Japan
base pay in, 569-571
benefits and allowances in, 572
bonuses in, 571-572
comparing systems in Germany,
United States and, 573-575
compensation strategies in, 13,
568-569
evolution and change in, 576-578
Jet Propulsion Laboratory, 111
Job analysis
acceptability of, 129
benefits and drawbacks of, 125, 130
conventional, 111
currency of, 129
data collection methods for,
118-121
employee data for, 113-116
explanation of, 106, 109
function of, 109-110
globalization and, 126128
individuals with disabilities and,
116-117
job-based approach to, 109-110
job data for, 111, 113
job descriptions and, 122-125
level of, 117-118
for point plans, 151
procedures for, 110-111
reliability of, 128—129
usefulness of, 129-130
validity of, 129
Job analysis questionnaire, 118, 119
Job-based structures
explanation of, 79, 141, 188
features of, 204-205
internal alignment and, 199
job evaluation and, 141-142 (See
also Job evaluation)
reliability of, 200-202
Job classifications, 536, 540
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Job descriptions
example of, 108-109
explanation of, 106, 122
generic, 122
for managerial/professional jobs,
122-123
verifying accuracy of, 123, 125
Job evaluation
appeals/review procedures for, 162
assumptions underlying, 143
content and, 142
design process for, 157
explanation of, 141-142
function of, 164—165
individuals involved in, 161-163
job value and, 142
online, 160-161
process of, 143-146
resulting internal structures and,
163-164
single vs. multiple plans for,
144-146
structure and, 163-164
technical and process dimensions
of, 143
Job evaluation form, 159
Job evaluation methods
choice of, 146
classification, 148-149
comparison of, 146
point, 149-161
ranking, 147-148
Job family, 110
Job performance
benchmark, 145-146, 277-278,
292-294
dataon, 111, 113
entry, 84
“The Jobs Bank” program, 54
Job specifications, 107, 122
Job structure, 302
Johnson and Johnson, 52
Jurassic Park, 86
Justice
compensation and, 5
distributive, 85, 340
procedural, 85
“Just wage” doctrine, 82



704 Subject Index

Kellogg Company, 462—463
KISS principle, 518
Kraft Foods, 364

Labor
marginal product of, 228
marginal revenue of, 228-230
segmenting source of, 236-237
Labor costs
average cast compensation and,
636-637
benefit control and, 636
hours worked and, 635-636
international comparisons of,
563-565
number of employees and, 631-635
Labor demand
explanation of, 228
pay level and, 235
theories of, 231
Labor legislation, 561. See also
Government regulations;
specific legislation
Labor markets
external and organizational factors
affecting, 84
external competitiveness and, 225,
227-230
internal, 84
operation of, 225, 227-228
types of, 225
Labor supply
explanation of, 230
pay level and, 235
segmented, 237
theories of, 234-235
Labor unions. See also Collective
bargaining agreements
decline in, 530-531
employee stock ownership plans
and, 540
executive compensation view by, 508
gain-sharing plans and, 541
international trends in, 560
lump-sum awards and, 356, 540
membership trends in, 560
pay-for-knowledge plans and, 540
present state of, 530-531
profit-sharing plans and, 541

spillover effect and, 532, 535
wage determination impact of,
532-539
Lag pay-level policy, 246247
Lead pay-level policy, 246
Legal insurance, 449
Lehman Brothers, 8
Leniency error, 406
Lenovo, 559
Level problem, 363
Life insurance, 488
Lifetime employment, 576
Lincoln Electric, 48, 361, 362, 659, 660
Line-of-sight, 76
Litton Industries, 362
Living wage provisions, 81
Local country nationals (LCN), 579
Localizer strategy, 578
Location
effects of, 218
pay differences by, 273
Lockheed Martin, 74, 75, 77, 78,
93, 149
Long-term employment, 575
Long-term incentive plans (LTIs)
for executives, 503-505
explanation of, 16, 377-379
Long-term vs. short-term
orientation, 557
Lump-sum bonuses (merit bonuses),
15, 356
Lump-sum awards
expatriates and, 586
explanation of, 332
labor unions and, 356, 540

Magnetic resonance imaging (MRI), 77
Management. See Compensation
management
Management by objectives
(MBO), 397
Manager self-service, 656
Manpower Services, 83
Manufacturing sector, 562-565
Mapping, compensation strategy, 54-56
Marginal productivity, 81
Marginal product of labor, 228
Marginal revenue of labor, 228
Marginal revenue product, 228-230

Market-based health care, 454
Market pay line
construction of, 290-292
explanation of, 282, 290-291
regression analysis to calculate, 294
Market pricing
business strategy and, 303-304
explanation of, 147, 303-304
Marketing approach, 652
Markets. See Relevant markets
Masculinity-femininity dimension,
556, 557
Maturity curves, 513-514
McDonald’s Corporation, 86, 403, 654
McFry, 116
McLagan, 58
Medscape General Surgeon Report, 71
Medtronic, 17-19, 52, 239, 300
Mercer, 58, 277, 334
Merit bonuses (lump-sum bonuses), 15,
330, 356
Merit grids, 415
Merit increases, 15, 329, 335, 339, 354,
408, 643
Merit increase guidelines, 641
Merit pay
explanation of, 15, 326, 353-356
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(O*NET), 122, 123, 162

Occupations
wage differentials based on,
536-537
Office of Personnel Management
(OPM), 149
Offshoring
explanation of, 126
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Pay-for-knowledge plans, 540
Pay forms
benefits as, 16—17
cash compensation as, 14-16
cost-of-living adjustments as, 14
explanation of, 218
incentives as, 15
long-term incentives as, 16
overview of, 13-14
relational returns from work
as, 17-18
total earnings opportunities as, 17
variable, 16
Pay-for-performance plans
compliance and, 341
design of, 338-341
efficiency and, 338-340
emphasis on, 23
equity and fairness and, 340-341
explanation of, 352-354
incentives and, 15
long-term, 377-379
merit guidelines for, 415-417
merit pay, 15, 354-356
promotional increases as tool
for, 418
short-term plans, 354-362
team incentive, 362-368
Pay-level policies
compliance and, 253
for different employee groups, 247



706 Subject Index

effects of, 244
efficiency and, 252-254
fairness and, 253

determinants of, 246, 248
explanation of, 240
Pay secrecy, 649-650

social contract and, 551-553
Pay-with-competition policy, 244-246
Peers, as performance raters, 403

lag, 246-247 Pay structure Pennsylvania Power & Light, 96-98
lead, 246 adjustments to, 268, 302 Pension Benefit Guaranty Corporation
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explanation of, 18

external competitiveness and, 22-23
illustration of, 72, 214

internal alignment and, 22
management and, 23-24

pay techniques and, 24

strategic compensation and, 48-50

Pay objectives, 20
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Reopener clauses, 538
Research
evaluation of, 27
usefulness of, 26
Reservation wage, 234



708 Subject Index

Restricted stock plans, 505
Retail electronics industry, 27-29
Retirement plans
underfunding of, 448
Return on investment (ROI), 58
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Social Security benefits, 476, 478
Societal views, 57
Society of Human Resource Managers
(SHRM), 657
Software
compensation, 657
job evaluation, 160
Sorting effect, 11-12, 233
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