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Recognizing Employee Contributions

In newly formed organizations, HRM decisions on handling the employees determine the success of the company. As such, it is important that the retail company comes up with the incentive plan with the aim of retaining the employees that demonstrate quality as well as commitment. The Current methods have become obsolete. As a result, the company is likely to lose employees that feel their efforts are not recognized. Currently, the benefits on top of the salary are on the basis of federal levels. Most of the employees feel that the incentive plan is not efficient, and they are considering leaving the company. The company benefits mainly from the employees' efforts and will lose when the experienced employees move to another company. One of the obligations that the HRM has is designing a performance based incentive plan that ensures benefits to the employees who have been instrumental in the company's growth (Cramer & Simpson, 2004).

Determining Incentive Pay

One of the determinants for incentives is the structure and the size of the respective company (Jost, 2014). For instance, the retail company may not meet the highly paid incentives due to the capital base of the enterprise. Therefore, in the creation of the plan, the company should ensure it does not suffer losses as a result of offering incentives that it cannot afford. Hence, the HRM is trusted with the responsibility of analyzing the benefits and limitations of every method and payment used with relation to the effects the implementations may have on the company. Some of the methods that a company might consider include individual incentives, team based incentives, spot cash and profit sharing (Armstrong, 2007).

In the incentive plan, the company should perform the core business operations with the compensation of the employees. Additionally, compensation is also based on the elements of the business. Incentive plans should be transparent. Transparency in the strategy for incentives helps the employees understand the contribution they make to the business (Werbach, 2009). Mostly, incentive strategy helps the company as well as employees to understand that individuals have an impact on the firm's performance. Such employees dictate the success of the company. Therefore, the indicators of the performance should be well defined so that the incentive plan remains valid. The function of the performance indicators is bridging the gap that exists between the incentive program and the employees.
Employees learn from performance indicators to develop their careers. Consequently, the employees also understand ways that contribute to performance improvement. However, performance indicators that are poorly defined demotivate the employees. As a result, employees feel that there is no relationship between the roles they play and the rewards that they earn after completing the functions successfully. 
One way of designing an appropriate method of performance is by use of the exact metrics and measures. Each incentive should be created in such a way it raises the overall profits. Incentives that target to increase profits must have goals that are incorporated into the arrangements of incentives. The plans should also entail the performance indicators that can be reached easily by the employees. 
Profit Allocation and Key Performance Indicators

Following the above principles the company can take the two methods in the development of incentives package plan. The two approaches are the profit based allocation and targeted Key Performance Indicators (KPIs) (Institute of Management and Administration [IOMA], 2013). In the profit based distribution of incentives, the company compensates the employees by profit made. Hence, the management takes a certain percentage of the profits earned annually and allocates the latter to the employees. It is the responsibility of the management to come up with a formula that helps in the division of the reward to the respective employees. The approach is mainly based on the profits the company makes annually. Rewards are by the overall performance of the company but not departmental or individual performance. The latter implies that the company ought to have a robust system for measuring the performance of the company. However, there are other management systems which are used by the administration as a way of motivating the employees at the individual level so as to achieve the target profits. If the company chose the approach, then it must define the benefits to the employees as well as the percentage that should be shared among employees.
In the KPI approach, the company looks at the departmental and individual metrics. Hence, choosing appropriate parameters is essential in KPI (IOMA, 2013). The company has to identify the indicators in every area. Afterward, individual metrics are attached to personal performance. The company may use sales, returns on assets, the satisfaction of customers as well as profit made per employee.


Legal Requirements That Affect Employee Benefits in Competitive Environment

Every company is affected by laws in daily operations. Hence, the company should take into consideration the laws that relate to benefit packages of its employees. The retirement security act for the employees implies that the company ought to offer a pension plan to the employees. Alternatively, the company can secure the employees through health insurance plan. Americans with Disability Act states that a company is not allowed to discriminate people during compensation due to disability. Salary structure should not be in such a way that it discriminates elder employees as stipulated in Age Discrimination Act. Consolidated Omnibus Budget Reconciliation Act protects the employees that are at risk of losing health benefits especially when they become jobless. Secrecy, as well as security on health insurance plans, are fostered through Health Insurance and Portability Act (Chaikind, 2004). It is a requirement that when the companies design benefits packages, IRS laws should apply. Other laws that affect the business include Medicare Modernization Act , Civil Rights Act and Uniformed Services Employment and Reemployment Rights Act.
Legal Benefits for Employees

Institutions need to provide the essential benefits as required by the law. One of the most popular legal requirements is social security. The latter implies that the company should pay the taxes regarding the social security at the same rate as that of the employee (Gruber & Wise, 2008). Workers compensation protects the employees that suffer disabilities or injuries. Unemployment insurance applies differently in every state. Therefore, implementation of the law depends on the state where the business is located. Family and Medical Leave Act applies to companies that have more than fifty employees. According to the act, the company should provide a leave with job security between 12 weeks and 12 months. 

Additional Benefits

Offering other benefits helps the company to retain its employees. Also, the employees are likely to be more loyal to a company that offers additional benefits than the one which only offers the basic ones. As a way of boosting the support from the family, the company can plan family events such as annual dinners, movie nights and picnics. Flextime is useful, especially when aiming at retaining the employees who are females. The latter helps the employees in creating work-life balance. The company can create corporate memberships as another form of an incentive plan. Corporate members may enjoy free membership for entertainment as well recreation. Another way of attracting employees is by offering additional benefits such as eyesight, medical and dental insurance for employees.  
Important Concepts for Designing Benefit Plans

A company that looks forward to designing an efficient compensation plan should consider legal requirements as well as work-life balance. Incentive plans should meet all legal requirements. Additionally, such incentives should promote work-life balance (Perrons, 2006).

Efficient Techniques for Effectively Communicating Compensation Plan
The incentive plan should communicate to all employees in an efficient manner. Understanding the plan helps the employees in gaining confidence that they are paid in fair criteria. Hence, employees become motivated and confident. Human Resource Strategy and the communication strategy must be aligned. The management should also support the strategy. The strategies that a company uses include compensation statements, workshops, meetings, and newsletters. The company should ensure that the employees access information quickly. Therefore, the plan should be availed in the clearest language. The primary objective of the communication strategy is showing the employees that the company appreciates their efforts. It is important that the company includes benefits, incentives as well as other compensation elements in the statement of compensation.
The company can use multiple medias to communicate the structure of the plan so that all employees can access the information in the appropriate transparency. In the communication strategy, the company should address the traditional businesses and then free benefits, for instance, disability insurance. Also, the statement should make use of straightforward and precise language.

Ethical Risks Related to Incentives

There are ethical concerns and risks avoidance measures that the company ought to take before enacting the high-value compensation. Firstly, the bonuses and stocks change the ethical behaviors of the employees. Strong incentive plans may lead to a breach of ethics and morals. Many ethical scandals result from the greed of getting incentives (Rotta, 2012). Secondly, incentives are associated with pay inequality. As a result, some of the executives might decide to leave the institution due to different incentives.
Recommendations to Reduce Risks

Several strategies can be used to reduce the risks associated with incentives. The company ought to design an internal control system that will help the company in identifying frauds among the employees. Alternatively, the company can employ internal auditors so that any fraud can be identified immediately after occurrence. The company should promote a corporate culture that entails code of conducts that should be practiced by all employees.

To sum up, despite the notion that employees need incentives, in addition to the ones paid by the federal requirements, it is important to devise a plan that ensures the paid incentives are proportional to the profits the company gains from the employee. Ineffective incentive packages might cost the company in different ways. Therefore, the objective is not only focusing on the employees but also the benefits the employees bring to the enterprise. One of the goals of incentives is encouraging as well as well motivating the employees to perform at the optimal levels as required by the organization. During the implementation of the strategy, the company should not assume legal requirements and additional benefits. Finally, the company should use best strategies for communicating the compensation structure to the employees.
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