Salary vs. Hourly vs. Commission Jobs
1. What are some factors you need to consider before selecting a
job?

Kafi just graduated college and currently has three job offers in
educational publishing. (WOW! Three offers! Nicel)

SALARY HOURLY COMMISSION
Editor Designer Sales Representative
Full time position with an Full time position with an All salary is based off of
annual salary of $37,500 hourly wage of $26.50. This | sales. 5% commission off of
job assumes standard five total sales. Typical sales
days a week for 8 hours representatives sell $100,000
each day per month.

2. Before we start looking in depth at each of these offers, which one would you select
right now and why?

3. Unlike part time jobs that you have right now, most careers pay monthly not bi-weekly
so we need to compare each of these jobs based on their monthly salary. Show work
in the table below

MONTHLY SALARY (PRE-TAX)

SALARY HOURLY COMMISSION

4. Hey guess what?¢ You forgot about taxes! We need to take taxes out of our monthly
salary to determine our post-tax salary. Here are the current tax withholdings. 6.2% is
withheld for social security. 1.45% is withheld for Medicare. Income tax varies on what
tax bracket you fall into (with higher incomes paying more and lower incomes paying
less) but typically 15% of your paycheck will be withheld for federal income tax.
Georgia income tax varies as well but the median income tax withheld is 3%.

MONTHLY SALARY (POST-TAX)

SALARY HOURLY COMMISSION




5. Based on his current living situation, Kafi determine that he needs $3,000 a month to
cover all of his expenses (rent, car, utilities, food, entertainment, savings, etc.). What
job would you suggest Kafi take now?2 Why?

6. Take home salary is not the only factor in comparing jobs. It is also VITAL to look at the
benefits that a job offers.

BENEFITS
SALARY HOURLY COMMISSION
e Health Insurance- e Health Insurance- e Health Insurance-
$65 per month $125 per month $160 per month
e Retirement plan- e Retirement plan- e Retirement plan-
$200 per month $200 per month $300 per month
e Life Insurance- free (paid |e Life Insurance- $35 per e Life Insurance- $35 per
for by company) month month
e Given 15 days of Paid e Given 8 days of Paid Time | ¢  Given no days of Paid
Time Off (PTO) per year Off (PTO) per year Time Off (PTO)

— Paid Time Off can be used for sick days or vacation days without you losing income. For
example, if you didn’'t have any PTO and took a week-long vacation then you would lose
income for an entire week (which would mean you make a lot less in your check that
month). If you have PTO and use it, then essentially the company is paying you for working
even though you are not working. So you do not lose that income —

Kafi knows that he is taking a week off (5 days- a work week) in December to visit his family,
another week off (again 5 days) in June for a cruise. Also during the course of the year he
averages about three sick days. So overall he needs to play for 13 days of not being in work.

Based on the benefits above, and knowing that Kafi needs to account for 13 days off,
calculate the take-home monthly salary. Take-home salary refers to the money that you
actually get in your account each month after taxes, insurance, retrement and savings are
accounted for.

MONTHLY TAKE-HOME SALARY

SALARY HOURLY COMMISSION




7. Which job do you recommend for Kafi to take and why?

8. Did the benefits offered affect your decisione Why or Why not?

9. What other things/benefits would you consider before accepting a job?

EXTENSION: Sabrina also just graduated college and has two job offers.

SALARY HOURLY- contract/self-employed

$55,000 annual salary $29 per hour (assumes standard 5 day, 8
hour work week)

10.

MONTHLY SALARY (PRE-TAX)

SALARY HOURLY- contract/self-employed

11.Assume that Sabrina lives in Georgia as well and use the same tax information as Kari
to determine her post-tax monthly incomes but since the hourly job is self-employed it
has separate tax laws and is faxed an additional 7.65%.

MONTHLY SALARY (POST-TAX)

SALARY HOURLY- contract/self-employed

12. Before benefits are considered which job would you suggest for Sabrina and why?




BENEFITS

SALARY HOURLY- contract/self-employed
Health Insurance- e Health Insurance-
$95 per month $150 per month
Retirement plan- e Retirement plan-
4% of after-tax monthly income 8 % of after-tax monthly income
Life Insurance- free (paid for by e Life Insurance- $35 per month
company) e Given 5 days of Paid Time Off (PTO) per
Given 10 days of Paid Time Off (PTO) per year
year

13.Sabrina has a total of 7 days of planned vacation and like Kafi, typically takes about
three sick days a year. Determine her take-home salary based on the benefits above

MONTHLY TAKE-HOME SALARY

SALARY HOURLY- contract/self-employed

14.Which job would you recommend for Sabrina and why?

15. As you analyzed and compared the different job offers, did your decision about
which job to take change? Why? When considering various job offers, what will factor
into your decision?



