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Answer to Question 1
Merit pay is also known as pay-for-performance. It is the raise of the employee's salary, based on a criterion that has been set by the employer. To establish the merit pay, the employer and the employee conducts a meeting which is set to review the employees’ performance on a particular period based on the set standards. The key participants in the evaluation of merit pay are the employee and the employer. Employees’ risks are under the first category, which includes the preventable risks. An example of an avoidable risk is an employee risk since the company has the power to control it, and it is easy to avoid.	
Answer to Question 2
Performance appraisals should be conducted by following a process. The first step is the identification of specific performance goals. An appraisal system probably cannot effectively serve every desired purpose, so management should select the particular goals it believes to be the most essential and realistically achievable (Tool 239). The second step is the establishment of performance criteria and communicating the requirements to the employees. The third step is examining the work done by the employees. The fourth step is the appraisal of performance done by the supervisors. The last step is the discussion of the assessment with the employees. The employee and the supervisor work together to evaluate employee performance per the required standards.
Answer to Question 3
Performance appraisals help in the construction of compensation programs such as pay-for-performance. Performance appraisals provide a basis for rational decisions regarding pay adjustments (Tool 238). In many companies, the managers have a belief that an employee outstanding job performance should get a tangible pay reward. Thus when the supervisors assess the performance of the employees, then they will be able to know how much compensation an employee should get. Therefore performance appraisals are used in designing a reliable performance appraisal system. 
Answer to Question 4
Pay for performance influences the behaviour of an employee. They help the employee to be incentivized to stay in their role and not to quit the current job. The employees are incentivized to remain in their position as pay-for-performance ensures employee retention. In the workplace, employees attitude and behaviours are driven to a substantial degree by the perception of fairness and equity, which in turn rely on social comparisons (Gerhart and Fang 236). The pay-for-performance also increases the employee motivation towards their work. Compensating the employee based on their performance will motivate them to work a little bit harder. The pay-for-performance will also drive the employees to be more engaged. 
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