Attachment 4
Incentive Pay Program References
Citations regarding the use of incentive pay programs as a best practice.
The Government Accountability Office has recommended that federal agencies establish incentive compensation programs to manage performance effectively:  

Public sector organizations both in the United States and abroad have 
implemented a selected, generally consistent set of key practices for effective 
performance management that collectively create a clear linkage – “line of sight” 
– between individual performance and organizational successes.  These key 
practices include the following: …. #6.  Link pay to individual and organizational 
performance:  Pay, incentive and reward systems that link employee knowledge, 
skills and contributions to organizational results are based on valid, reliable, and 
transparent performance management systems with adequate safeguards.
Results Oriented Culture, Creating a Clear Linkage between Individual Performance and Organizational Success, Report to Congressional Requesters, United States General Accounting Office, March 2003, GAO -03-488 

Baltimore County was awarded a B+ by Government Magazine, citing the county’s incentive pay plan: 

Average Grade: B+…  The county has been creative in finding ways to maintain a 
high quality workforce in straitened times.  A gainsharing program, for example, 
allows employees who develop cost-saving alternatives to split the savings 50 – 
50 with the county, up to $5,000 per year per employee.  Several years into the 
program, about a third of the county departments use gainsharing.  Officials in 
these departments say it has improved communications between managers and 
employees, and promoted a sense of teamwork.  

Report Card: Baltimore County, Maryland; Grading the Counties Introduction, The Government Performance Project, Governing.com, from February 2002 issue

The Society of Human Resource Management also recommends organizations provide incentive pay as a reward and motivator to encourage higher levels of employee performance.  This excerpt is from their module on compensation and benefits.  

Incentive Pay – paying for performance beyond normal expectations – is designed 
to motivate employees to perform at higher levels…There are three basic types of 
incentive pay plans:  individual incentive plans, group incentive plans, 
organization-wide incentives.  Individual incentive pay plans include piece rates, 
commissions, cash bonuses and recognition programs…. Examples of group 
incentive plans include gainsharing plans, group performance incentives…  One 
popular and widely used form of gainsharing was developed by labor leader 
Joseph Scanlon in the 1930s and is perhaps the best-known type of group 
incentive plan.  In this plan, workers earn a bonus for increasing 
productivity…Many companies use organization-wide incentive plans to reward 
overall results – either in profit sharing plans, performance-sharing plans, or 
stock-based plans.
Incentive Pay, Compensation and Benefits, The Society for Human Resource Management, 2005, pages 4-111 – 4-119. 
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