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Myth 1: All salaried jobs are exempt jobs.

•Exempt criteria
•Salary Basis
•Salary Level
•Job Duties

Myth 2: Pay secrecy is a great policy.

Great Idea
•Confidentiality

Bad Idea
•People guess
•Hidden 
discrimination
•National Labor 
Relations Act

Myth 3: $2000 > $1000

Letter A
Dear Employee:

Because of your 
outstanding job 
performance over 
the last year, you 
are receiving a raise 
of $1,000.

Letter B
Dear Employee:

We have completed our 
annual review of 
market salaries. Due to 
the fact that your 
salary is $20,000 
below market, you are 
receiving a raise of 
$2,000.
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Myth 3: $2000 > $1000

Lesson:
How you pay people matters 
just as much as how much 
you pay people.

Myth 4: Incentives fix everything!
Green beans and bugs

Italian firefighters

Atlanta school teachers

Social recognition

Myth 4: Incentives fix everything!

Lesson:
Incentives require a balance 
between:
1. Line of sight
2. Organizational goals
3. Clear communication
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Myth 5: Benefits have a very high ROI.
“The trillions of dollars employers spend on 
benefits each year would not seem nearly so 
outrageous if we had evidence that employees 
place high value on the benefits they receive. 
Unfortunately, there is evidence that employees 
frequently are not even aware of, or 
undervalue, the benefits provided by their 
organization.”
- Milkovich & Newman, Compensation (p 445)

Myth 5: Benefits have a very high ROI.
“…it seems only logical that employers would 
expect to derive a fair return on this 
investment. In fact, there is at best only 
anecdotal evidence that employee benefits 
are cost-justified.”
- Milkovich & Newman, Compensation (p 453)

Myth 5: Benefits have a very high ROI.

Lesson:
1. Find out what your 

employees value.
2. Compare with other 

investments (e.g., cash, 
training)
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Myth 6: If you must cut pay/benefits, 
bad things will always happen.

Plant A:
15% Pay Cut

“Normal” 
Announcement

Plant B:
15% Pay Cut

“Good” 
Announcement

-Social 
Sensitivity

-Information

Plant C:
No Pay Cut
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Lesson:
People are willing to accept 
bad news with:
1. Social Sensitivity
2. Information

Myth 6: If you must cut pay/benefits, 
bad things will always happen.

Questions?


