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In June 2002, Lenox, in what was described by one manager as a “shocking”
announcement, implemented a merit pay incentive plan. Across-the-board increases
and cost-of-living raises were eliminated. Annual salary increases were now to be
based solely on individual performance. As Joe Tittle, compensation manager for
Lenox stated, “The days of entitlements are over.”

While some top-performing managers welcomed the merit raise program as a
way to “finally get ahead,” overall the new pay plan met with general dissatisfaction.
Both managers and their immediate supervisors complained about the philosophy
behind the program and its administration. What was once viewed by Lenox as a
strategic way to maximize the salary budget and spur managerial performance has
become a headache for company officials.

QUESTIONS

1. Identify and discuss concerns managers might have with Lenox’s merit pay
plan. What are the advantages for starting a merit pay program?

2. Why might supervising managers resist a merit pay program?

3. Develop a program to introduce a pay-for-performance plan in an organization.
Consider what should be covered, who should be involved, and so on.

4. Develop a merit pay guideline chart based on the following levels of perform-
ance evaluation: superior, above average, average, below average, and poor. Use




