Running head: MERIT PAY INCREASE AND BONUS	2
MERIT PAY INCREASE AND BONUS		2






Week 3 Discussion 2: Merit Pay Increase and Bonus
Student’s Name
Institutional Affiliations


Week 3 Discussion 2: Merit Pay Increase and Bonus
Organizations have formulated various mechanisms that have driven the achievements of their set objectives. From these mechanisms, performances and results have been recorded to ascertain relevant impacts on using them. The mechanisms include merit pay increase and issuance of bonuses to the employees. In order to achieve the short term or long-term objectives effectively, an organization can incorporate the use of merit pay rise and bonuses.
Merit pay, also known as pay-for-performance, is a raise in pay based on a set of criteria outlined by the employer. It is also taken to be an award given to an individual worker based on his or her performance. Conceptually merit pay increase can be demonstrated in an employee’s salary that initially was at a $1000 per month then it rises to $1500 in the consecutive months as a result of effectiveness in work results recorded by that employee compensation evaluation. Bonus on the other hand, is a financial compensation that is above the normal payment expected by the employee (Page 2019). It is an incentive or a motivation that can be in the form of money which is given to an employee upon achievement of the company’s set goals. It is can also be described as a form of payment that is given to the employee for either meeting longevity milestone in the organization, showing gratitude to the employee or just a method organization uses to stave off jealousy among staff members.  Bonus can also be issued to the junior members as a way of proving job needed morale for work and as an aspiration to achieve higher ranks of the organization as is equally described by U.S. Department of Labor, Employee Benefits Security Administration (2016).
Between merit pay increase and bonus, I prefer bonus as a type of incentive as it quickens the achievements of short-term goals of the organization. Achievement in short term goals equally results in continued achievements of the long term goals. There are companies that set their objectives to run either quarterly or semiannually and issuance of bonuses can act as catalysts that enable achievement of such set objectives.
The long-term implications of using merit pay increase in an organization can impact severe financial drain on the organization as opposed to the company that uses bonus as incentives. A merit pay increase is an approach that has a lot of costs that are linked to expectations of salary increase even in times when the organization is financially down-sloped as is discussed by Wiatrowski (December 2012).  For this reason, my choice dwells on using bonuses as they are not time-bound. In the event that the company degrades in revenue, it becomes easier to pull out such bonuses and allow retention of continuum work operations.
Whereas using merit pay increase is substantial in larger organizations and to its growth, issuance of bonuses is arguably quick result-oriented and can necessitate proper stability for many start-ups and majority medium-sized organizations. They are thus great to implement depending on the organization’s strategies and sizes.


References
Page, S. E. (2019). The diversity bonus: How great teams pay off in the knowledge economy. Princeton University Press.
U.S. Department of Labor, Employee Benefits Security Administration. (October 2016). FAQs on COBRA continuation health coverage.  Retrieved from https://www.dol.gov/sites/default/files/ebsa/about-ebsa/our-activities/resource-center/faqs/cobra-continuation-health-coverage-consumer.pdf
Wiatrowski, W.J. (December 2012). The last private industry pension plans: A visual essay. Monthly Labor Review. Retrieved from http://www.bls.gov/opub/mlr/2012/12/art1full.pdf
