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Case Study 30       Performance Based Compensation in an Organization

Performance Based Compensation in an Organization
Problem Description
In many manufacturing plants, compensation plans for officers are completely different from the plans used to compensate other employees. Usually, workers and supervisors get a fixed annual increment in their salary. However, officers receive salary increments and monetary benefits whose values are determined on annual bases. The size of salary increase for officers is determined by top management and depends on individual performance as well as on the overall performance of the company. The main objective of this project is to create a decision support system that will facilitate the process of compensating officers. 

Officers are categorized into two main groups: E-level officers and O-level officers. E-level officers supervise O-level officers, and the O-level officers supervise other employees. The officers get a certain yearly percentage increase on their salary and a one-time monetary benefit that ranges from $5,000 to $50,000. The decision about the officers’ salary increases as well as promotions is made on yearly bases. Officers’ performances are measured by superiors on a fixed scale (1-10). Major milestones of the work done by the officer are also considered in this evaluation process. The evaluation process captures training imparted to the officer and helps in determining future training needs.

The process of evaluating the performance of the officers follows these steps:

1. Officers: 

a. whose rating has exceeded the company’s average rating by at least 10% in the last two years and 

b. who have been recommended by the division head for promotion 
will be promoted by one level and receive an annual increment of 10 % on their salary. 

2. Officers:

a. whose rating has exceeded the company’s average rating by at least 5% in the last three years and

b. who have not been promoted in last three years 
will be promoted by one level and receive an annual increment of 10 % on their salary.

3. Officers, whose rating exceeded the company’s average rating by 5%, will receive a 10 % annual increase in the salary. 

4. Officers whose rating exceeded the company’s average rating by 0-5% will receive a 5 % annual increase in salary. 

5. The rest of the officers will not receive a salary increase or promotion, and a letter will be sent with expectations.

The one-time monetary benefit the officers receive is determined based on the milestones achieved by the officers, such as successful accomplishment of cost reduction initiatives, quality improvement initiatives, etc. The monetary benefits of O-level officers are calculated based on the following table.

	Performance
	Benefit

	Cost reductions by at least $N Millions (N is the number of participants in the team) and an improvement in all the quality measures by at least 10%.
	$50,000

	Cost reductions by at least $N/2 Millions and an improvement in all the quality measures by at least 10 %.
	$40,000

	Cost reductions by at least $N/3 Millions and an improvement in all the quality measures by at least 10 %.
	$30,000

	Cost reductions by at least $N/4 Millions and an improvement in all the quality measures by at least 10 %.
	$20,000

	Cost reductions by at least $N/4 Millions or an improvement in all the quality measures by at least 10 %.
	$10,000

	Cost reductions by at least $N/6 Millions 
	$5,000


Table 1: Performance-based benefits.

The quality measures shown in Table 1 give incentives to officers to work toward increasing the productivity of the unit. The monetary benefits the E-level officers receive are twice as big as the benefits of the O-level officers. The expectations for quality improvements and cost reductions are kept the same as for the O-level officers.

Database Design

We present below the main entity types of this database. For each entity type, we provide some of the corresponding attributes. Use this information in order to: (a) Build an Enhanced E-R diagram; (b) Transform the Enhanced E-R diagram to a relational database. Identify the primary key(s) and the foreign key(s) for each relation. Draw the relational integrality constraints; (c) Indicate the normal form of each relation created. If the relation is not in the 3NF, decompose it into 3NF relations.
1. Officer: The main attributes are identification number, name, address, department, skills, type (O-level or E-level officer), history of annual ratings, history of annual salary increases, history of annual benefits, history of achievements, etc.

2. Quality Performance Measure: The main attributes are identification number, name, description, etc. 
3. Team: The main attributes are name, department, name of the employees on the team, etc.

4. Training Program: The main attributes are identification number, name, descriptions, list of skills the program enhances, etc.

Note the following: (a) When an officer takes a training program, the following information is recorded in the database: training date, description of special activities performed, grade, etc; (b) Officers’ promotion depends on their achievements. When officers are evaluated, their achievements on each quality performance measure are recorded. For this purpose, cost reductions or unit productivity are considered quality performance measures as well; (c) Officers are responsible for a particular team. When an officer is assigned to a team, the following information is recorded: assignment date, list of goals set (such as production quantity, cost reduction, etc.), list of achievements (such as actual production quantity, actual cost reductions, actual improvements in different quality measures, etc.), etc.     

Access Application Development
The following are some of the queries, forms, and reports one can create in order to increase the functionality of the database:

Queries:
1. The following queries allow the user to search the database to learn about training programs: 

a. Create a query that prompts for the name of an officer and returns the name and date of the training programs that officer has participated in.

b. Create a query that prompts for the name of a training program and lists the skills an employee would gain by following the program.

c. Create a query that prompts for the name of a training program and a date and lists the name of the officers who participated in that program.

d. Create a query that prompts for the name of a skill and returns the identification number and name of the training programs that help enhance this skill.

2. The following queries allow the user to search the database to learn about officers’ performance: 

a. Create a query that prompts for the name of an officer and returns that officer’s ratings, promotions, salary increases, and benefits in the last ten years.

b. Create a query that prompts for the name of a team and returns the name of the officer managing the team and a list of goals set and achievements of the team.

c. Create a query that presents the name of the team that has the maximum gap between the goal and actual production quantity.

d. Create a query that presents the name of the team that has the maximum gap between the goal and actual cost reductions.

3. The following queries will help to calculate the salary increases and benefits to be given to officers:

a. Create a query that lists the O-level officers.

b. Create a query that lists the E-level officers.

c. Create a query that prompts for the name of an officer and returns the following: cost reductions recorded in the current term by that officer’s team; cost reduction goal; actual production quantity; production quantity goal; the achievement on other performance quality measures and the goals set for each measure; team’s % increase (or decrease) in the production quantity, costs, and performance quality measures as compared to the goals set and overall performance of the company.    
Forms:
1. Create a user sign-in form together with a registration form for new users.

2. Create the following data entry forms that are used for database administrative functions: officers, teams, quality performance measures, etc. These forms allow the user to add, update, and delete information about officers, teams, quality performance measures, etc.

3. Create a form that allows the user to browse through the information about the officers. Create a subform that for the selected officer presents the following: the name, date, and grade received in the training programs attended. Create another subform that presents a list of salary increases, benefits, and promotions of the selected officer. Insert a subform that presents the following: actual production quantity and cost reductions of the team the selected officer supervises; production quantity and cost reduction goals; the company’s actual production quantity and cost reductions; and finally the percent increase (or decrease) in the production quantity, cost reductions, and other quality measures for the team supervised by the selected officer as compared to the company’s performance. Insert a command button that, when clicked on, presents the name of the team and the name of the supervising officer who had the best performance.

4. Create a form that allows the user to choose from a combo box the name of a training program. Create a list box that presents the dates this program was offered. Create another list box that presents the name of the skills the selected program enhances. Create a subform that lists the name of the officers who have taken this program together with the program starting date and the grade assigned to each officer.

Design a logo for this database. Insert this logo in the forms created above. Have the background color of the forms light yellow and the border color for the titles green. Include the following in the forms created: record navigation command buttons, record operations command buttons, and form operations command buttons as needed. 


Reports
1. Create a summary report that contains the names of the officers who received a salary increase, a bonus, or a promotion. For each officer, indicate the type of compensation received.  

2. Use the chart wizard to plot the following:

a. The overall production quantity for each team during the last ten quarters.

b. The overall cost reductions for each team during the last ten quarters.

c. The percentage improvement in the production quantity for each officer during the last ten quarters.

d. The percentage improvement in the costs for each officer during the last ten quarters.

e. The percentage improvement in the quality performance measures (as compared to the company’s performance) for each officer during the last ten quarters.

3. Create a congratulation letter to be sent to the officers that received the following:

a. A promotion,

b. A salary increase,

c. A bonus, 

or any combination of the above.

4. Create a letter that will be sent to the officers who did not receive compensation. The report should include these facts: (a) the officer’s team performance in quality, actual production quantity, and actual cost reductions; (b) the company’s quality performance, production quantity, and cost reductions; and (c) comparisons of the team’s performance with the company’s performance.

5. Use a label wizard to create labels with the address of each officer.     

Visual Basic.NET Application Development

This database application can be used by supervisors, officers, etc. In the following figure we present a tentative layout of the system. 


In the welcome screen, the user can choose one of the four options presented. We give details about the forms or set of forms to be included in each option; however, you are encouraged to add other forms you find important. We suggest that the queries, forms, and reports already created in the Access Application Development section be included in here.

Quality Performance Measures: This part of the database is browsed by managers, officers, etc. in order to learn about different quality measures used to evaluate the performance of an officer.  

Officers: This part of the database is browsed by officers and managers to learn more about the performance of officers; identify trends in performance; learn about promotions and salary increases; etc.

Statistics, Graphs & Data Analysis: This part of the database is investigated in order to identify trends in: (a) the performance of officers, (b) the performance of teams, (c) the performance of the company, etc.


Update: The update form requires an administrator login name and password. This form allows the user to add/delete/update the information kept in this database about officers, training programs, quality performance measures, etc.

Web Extension
A user may access this database from personal computers at home or in the office. The user could be an officer, a manager, the database administrator, etc. Officers browse the database in order to: (a) understand how they are doing as compared to other teams in the company; (b) identify adequate training programs; (c) identify quality performance measures that need more attention; etc. The information in this database will help the management to decide about officers’ salary increase, bonus, and promotion. Only the database administrator can have access to the update forms.

Develop an ASP.NET web application that will enable the users to access the database and perform the activities described above. Your application will have forms similar to the ones described in the VB.NET Application section.
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