Compensation Administration 
Chapter 1 – September 9th 
The Pay Model 
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Compensation does not mean the same thing to everyone:
· Compensation refers to all forms of financial returns and tangible services and benefits that employees receive as part of an employment relationship. 
· Society perceives compensation as a measure of justice (distributive). Example: compensation gap between men and women; foreign labour
· Contribution factors: human capital, demographic characteristics, and job characteristics

· Stockholders view executive pay as a special interest.  In Canada, pay for executives is supposed to be tied to the financial performance of the company.  Unfortunately, this does not always happen.
· to the degrees that the interests of executives are aligned with those of the stockholders 

· Managers view compensation as both an expense and an influence on employee work behaviours.
· A manager also uses pay to influence employee behaviors and to improve organizational behavior 

· Employees view compensation as a return for the work they perform.
· Compensation is a return on those investments and contributions (education/training being applied to the workplace) 

· Global views of compensation differ around the world.  
Forms of Pay 
1. Total Compensation 
a) Cash Compensation 
Base pay – is the cash compensation an employee receives for the work performed
Salary – pay expressed at an annual or monthly rate 
Wage – pay expressed at an hourly rate 

· Merit increases are given as an increment to the base pay in recognition of past work behavior. 
· Cost-of-living adjustment gives the same percentage increase across the board to everyone regardless of performance, in order to maintain pay levels relative to the increases in the cost of living. 
· Incentives/Variable Pay – the one time payments for meeting pre-established performance objectives in a future time period 
· Long-Term Incentives – intended to focus employee efforts on multi-year results (stockownership). Incentives may be short or long term 
b) Benefits – are indirect compensation, which includes health insurance, dental insurance, pensions, and life insurance. They help protect employees from the financial risks inherent in daily life. 
· Insurance & Pensions – include those legislated by law and those provided by the employer 
· Work/Life Programs – helps employees better integrate their work and life responsibilities including time away from work 
· Allowances – compensation to provide for items that are in short supply 

2. Relational Returns 
· Relational returns – are the psychological returns employees believe they receive in the workplace 
· Recognition & status 
· Employment security 
· Challenging work 
· Learning opportunities 

Pay Model 
· Three basic building blocks 
· Strategic compensation objectives 
· Policies that form the foundation of the compensation system 
· Techniques that make up the compensation system 

1) Strategic Compensation Objectives shape the pay system and serve as standard for evaluating the pay system.
· Efficiency improves performance, quality, delighting customers and stockholders and controlling labour costs.

· Fairness attempts to ensure fair pay treatment for all employees by recognizing employee contributions and employee needs.  

· Procedural fairness is the fairness of the process used to make a decision.

· Compliance as a pay objective involves conforming to various federal, provincial and territorial compensation laws and regulations.

2) Four Strategic Policies
· Internal Alignment refers to pay comparisons between jobs or skill levels inside a single organization.  
· Jobs and people’s skills are compared in terms of their relative contributions to the organization’s objectives.
· Internal alignment policies, or pay relationships within an organization, affect all three compensation objectives 

· External Competitiveness refers to compensation relationships external to the organization; i.e., comparison with competitors.  Since employees will make comparisons with others doing similar jobs, or with similar skills or competencies outside the organization, pay must be high enough to attract and retain a motivated work force. On the other hand, pay cannot be too high because the employer must control labour costs in order to remain competitive.

· Employee Contributions refers to relative emphasis placed on performance.  The degree of emphasis to be placed on performance is an important policy decision, since it directly affects employees’ attitudes and work behaviours.  Employers with strong pay-for-performance policies are more likely to place greater emphasis on incentives and merit pay.

· Management refers to the fact that the system will not achieve its objectives unless it is managed properly.  Managers need to be competent and choose what forms of pay to include and how to position pay against competitors.  They must communicate with employees and judge whether the system is achieving its objectives.

3) Pay Techniques
Pay techniques are the procedures used to operationalize policy decisions.  They are the mechanisms used to link the policy decisions to the overall compensation objectives.  
· Job analysis and job evaluation are techniques used to establish a pay structure in order to achieve internal consistency in the pay system.  
· Pay surveys are one technique used to establish external competitiveness.
· Incentive plans or performance based pay increases are techniques to distinguish employee contributions.

Summary 
· People may have different perspectives on compensation 
· Compensation refers to all forms of financial returns and tangible services and benefits that employees receive as part of an employment relationship 
· The two major components of total rewards are total compensation and relational return 
· The strategic objectives of compensation are 
(1) efficiency in performance and quality, etc. 
(2)  fairness 
(3) compliance with laws and regulations 
· Four strategic policies 




Chapter 2 – September 9th
Strategy 

Strategy – a fundamental business decision that an organization has made in order to achieve its strategic objectives 
· A strategic perspective focuses on these compensation decisions that help the organization gain and sustain competitive advantage 
· The greater the alignment or fit, between the organizational strategy, and the compensation system, the more effective the organization 
· Different strategy within same industry 
· Different strategy within same company 
Support Business Strategy 
· Pay systems should align with the organizations business strategy 
· When business strategies change pay systems should also change 
· The most common choice is that the compensation system should support the business strategy at the very least … to sustain competitive advantage 

Support HR Strategy 
· Pay systems should align with the organizations overall HR strategy & systems which include hiring, training and development 
· Employees possess the abilities to executing business strategy & compensation is key to attracting, retaining and motivating employees 
1. Assess Total Compensation Implications 
· The factors in the business environment that have contributed to a company’s success and that are likely to become more (or less) important as the company looks ahead 
· Business strategy and competitive dynamics 
· Understanding of the specific industry in which the organization operates and how it plans to compete 
· It’s important to learn to gauge the underlying dynamics in a business
· HR Strategy: Does pay play a supporting role or catalyst for change? 
· Compensation or pay strategy is influenced by how it fits with the overall HR strategy 
· Pay strategy is also partially influenced by how well it fits with other HR systems in the organization
· Culture/values 
· A pay system reflects the values that guide an employer’s behavior and underlie its treatment of employees 
· The pay system mirrors the company’s image and reputation 
· Social and political context 
· Context refers to a wide range of factors, including legal and regulatory requirements, cultural differences, changing workforce demographics, expectations, etc. 

· Employee preferences 
· Employees differ – must be considered in compensation strategies 
· Offering choice is one approach 
· Value of adding choice is often offset by the expense of communicating the choices 
· Union preferences 
· Pay strategies must be adapted to the nature of the union 
2. Map a Total Compensation Strategy 
· Objectives – how does compensation support business strategy 
· Internal alignment – how differently should the different types of levels of skills and work be paid within the organization 
· External competitiveness – how should total compensation be positioned against competitors 
· Employee contributions – should pay increases be base on individual and/or team performance, on experience, etc. 
· Management – how open and transparent should the pay decision be to all employees? 
2. Implement strategy 
· Implement strategy through the decision and execution of the compensation system 
3. Reassess the fit 
· Recognizes that that the compensation strategy must change to fit changing conditions
Competitive Advantage 
· Is it aligned? – Align with the business strategy, externally with the economic and socio-political conditions and internally with the overall HR system 
· Does it differentiate? – Sustained competitive advantage comes from how the pay system is different from others 
· Does it add value? – Finding ways to calculate the return on investments from incentives, benefits and base pay. 
· This supports a compensation system that focuses on human capital as the recipient of investments, which can be dehumanizing for some. 

Best fit approach: suggests a company is more likely to achieve competitive advantage if pay practices are aligned with business and overall HR strategies 

Best practices approach: suggests that there exists a set of best-pay practices, which can be applied universally across all situations 






Summary
· The pay model provides a structure for understanding compensation systems
· 3 main components: objective, policy decisions, techniques
· Four-step process to develop a compensation strategy: 
1. Assess environmental conditions
2. Decide on the best strategic choices 
3. Implement the strategy, and 
4. Reassess the fit
· Compensation strategy must be aligned with overall business and HR strategies
· The three tests for whether pay strategy provides competitive advantage are: (1) does it align? 
(2) does it differentiate? and
(3) does it add value?


Lecture 2 – September 16th 
Chapter 3 – Defining Internal Alignment 

Shaping Internal Structures 
Internal alignment: the relationships between the jobs within a single organization 
Internal alignment should support: 
· Organization strategy: an organizations strategy is the plan to achieve its goals and objectives. internal job structure needs to be aligned with the organizational strategy for these goals and objective to be realized 

· Pay Structure: The array of pay rates for different work or skills within a single organization; the number of levels; the differentials in pay between the levels, and the criteria used to determine these differences create the structure 

· Work Flow: Workflow refers to the process by which goods and services are delivered to the customer.  The challenge is to design a pay structure that supports the efficient flow of that work.

· Motivates Behaviour: Internal pay structures influence employees’ behaviour by providing additional pay for promotions, more responsibility and more challenging work.  
· The goal is to design the structures so they direct people’s efforts toward organization objectives.  
· The criteria or rationale on which the structure is based should make clear the relationship between each job and the organization’s objectives.  This is an example of “line-of-sight” which enables employees to see their work in relations to others, thereby offering the work greater transparency.

Structure Variations 
An internal pay structure is defined by… 
· Number of levels: reflect the overall hierarchy of the flow of work in the organization. It is important to note the number of levels and reporting relationships 
· Pay differentials: pay differences between the levels are called differentials. Differentials should be based on some measure of the differences in the value of the work to the organization 
· Criteria: content and value: work content and value are the most bases for determining internal structures. Content refers to the work performed in a job and how it gets done 
· Value refers to the worth of the work; it is relatively based on skills required, complexity of tasks, and/or responsibility 

Job and Person-Based Structures: a job-based structure looks at work content, tasks, behaviours, and responsibilities. A person-based structure shifts the focus to the employee: the skills, knowledge, or competencies the employee possesses 

External Factors 
· Economic pressures 
· Marginal productivity theory: the theory that unless an employee can produce something of value from his/her job equal to the value received in wages, it wont be worthwhile for an employer to hire that employee
· Government policies, laws and regulations 
· Stakeholders 
· Cultures and customs 
Organization Factors 
· Strategy 
· Technology 
· Human capital – the education, experience, knowledge, abilities, and skills that people possess 
· HR policy 
· Employee acceptance 
· Cost implications 
Internal Structure 
· Levels 
· Differentials 
· Criteria 



Internal Labor Market: Combining Eternal and Organizational Factors 
· The rules and procedures that determine the pay for the different jobs within a single organization and allocate employees to those different jobs. 
· External factors are dominant influences on pay for entry jobs whereas non-entry jobs reflect the organization’s internal factors
1) Determine the pay for the different jobs within a single organization 
2) Allocate employees to those different jobs 

Procedural justice: fairness of a process by which a decision is reached 
Distributive justice: fairness of a decision product 

Strategic Choices
· Tailored vs. Loosely Coupled: in tailored structures the pay structure is well-defined for jobs with relatively small differences in pay; Loosely coupled structure occurs when pay structure for jobs are flexible, adaptable, and changing.
· Egalitarian vs. Hierarchical: egalitarian structures operate on the belief that all employees should be treated equally in their pay.  This means that there are few levels, less hierarchy and small pay differentials between levels.  A hierarchical pay structure would form the other extreme, with large pay differentials between levels that are linked with the organizational chart.

Theories…. 
1. Equity theory (fairness): 
Employees judge the equity of their pay by comparing the work, qualifications, and pay for jobs similar to theirs.  Internal equity refers to compensation comparisons made within an organization, and external equity focuses on compensation comparisons and their perceived fairness relative to positions outside the organization.  
2. Tournament theory (motivation and performance): 
a. Structures with greater differentials at the top have a more positive effect on performance 
The main thing affected by individuals’ performance is whether or not they get promoted to the next level.  Pay has little motivational effect on people already in a job.  Instead, the pay offered for a higher position motivates those at lower levels in the organization to come to work and do their best in order to stay in contention for promotion.
3. Institutional theory (copy others): 
a. For purposes of efficiency and potentially legal compliance, a new organization will mimic the pay structures of effective organizations pending it had the resources to implement the copied pay structure 
b. Practices of other firms influence an organization’s pay structure decisions and simply copy what others are doing 


Consequences of Structures
· Efficiency: an aligned pay structure leads to better organization performance
· Fairness: departures from an acceptable wage structure can increase turnover, grievances and reduce motivation
· Legal Compliance: must comply with each countries regulations

Summary 
· Internal alignment should support: organizational strategy, support the workflow, and motivate employee behaviour
· 3 factors that define how internal pay structures are designed are: levels of work, pay differentials between the levels, and the criteria used to determine these levels 
· 3 theoretical approaches are equity theory, tournament theory and the institutional model
· Job analysis is the systemic process of collecting information about the nature of specific jobs. Used in virtually every major HR function
· 6 step approach: develop preliminary job information, conduct initial tour of work site, conduct interviews, conduct second tour of work site, consolidate job information, and verify job description.

Lecture 2 – September 16th 
Chapter 4 – Job Analysis 

Job Analysis – the systematic process the of collecting information about the nature of specific jobs 
Why perform job analysis? 
1) It establishes similarities and differences in the content of jobs 
2) It helps establish an internally fair and aligned job structure

· Job based vs. person based 
· Job based – looks at the tasks and accountabilities
· Skill & competency-based structures look at the person 
· Job analysis helps establish job similarities and differences.   It can also be used to set hiring and promotion standards, training standards, and performance evaluation criteria for employees in the jobs. 
· Steps involved 
1) Collect and summarize information that identifies similarities and differences 
2) Determine what is to value 
3) Quantify the relative value 
4) Translate relative value into an internal structure 

Job family – groupings of related jobs with broadly similar content, ie. Human resources 
Job – groups of tasks performed by one person that make up the total work assignment, ie. Human resource clerk 
Task – smallest unit of analysis, a specific statement of what a person does, ie. Give advice or guidance 

Job Analysis Procedures – either creating a new job or modifying job description
1) Develop preliminary job information, 
· Do research on NOC 
· Look at current job description – either internal or external 
2) Conduct initial tour of work site,
· Chat with employees, supervisors 
· Desk audit – someone sits with you and talks to you about your job 
3) Conduct interviews
4) Conduct second tour of work site
5) Consolidate job information
6) Verify job descriptions.

Data Related to the Job
	Job Content
Tasks and activities
Effort (physical, mental, emotional)
Constraints on actions
Performance criteria
Critical incidents
Conflicting demands
Working conditions
Roles (e.g., negotiator, monitor, leader)
Responsibility


Job Identification
· Title
· Department in which job is located
· Number of people who hold job
Internal Relationships
Boss & other superiors
Peers
Subordinates
External Relationships
Suppliers
Customers
Regulatory
Professional/Industry
Community
Union/Employee Groups




Data Related to Everyone
Employee Characteristics
· Professional/tech. knowledge
· Manual skills
· Verbal skills
· Written skills
· Quantitative skills
· Mechanical skills
· Conceptual skills
· Managerial skills
· Leadership skills
· Interpersonal skills


















Position Analysis Questionnaire: 
A structured job analysis questionnaire used 
for analyzing jobs on the basis of 194 job 
elements that describe generic work 
behaviors 
How can the Information be collected? 
· Conventional Methods
· Interviews
· Position Analysis Questionnaire
· Many other questionnaires
· Quantitative Methods
· Website questionnaires with statistical analysis

Who is involved? 
· Job analyst collects the information
· Job incumbents and supervisors provide the information
· Discrepancies resolved by collecting more information
· Top management and union support is critical

Job Descriptions 
· A written record of the duties and responsibilities of a specific job compiled through job analysis
· Identifies and describes the job title, job summary, relationships to other jobs, essential responsibilities and tasks 
· A job specification lists the qualifications required to do the job; may be included in the job description

Judging Job Analysis 
· Reliability – consistency of results from repeated applications of a measure 
· Validity – accuracy of a measure 
· Acceptability
· Currency
· Usefulness 
· A judgment call

Summary 
· Internal alignment should support: organizational strategy, support the workflow, and motivate employee behavior
· 3 factors that define how internal pay structures are designed are: levels of work, pay differentials between the levels, and the criteria used to determine these levels 
· 3 theoretical approaches are equity theory, tournament theory and the institutional model
· Job analysis is the systemic process of collecting information about the nature of specific jobs. Used in virtually every major HR function
· 6 step approach: develop preliminary job information, conduct initial tour of work site, conduct interviews, conduct second tour of work site, consolidate job information, and verify job description.



Lecture 3 – September 23 
Chapter 5 – Evaluating Work – Job Evaluation 

· The main focus in this chapter is:
· How to determine what to value in a job
· How to quantify that value
· How to translate that value into job structure
· Job structure is the hierarchy of all jobs based on value to the organization; provides the basis for the pay structure.
· Job evaluation is the process of systematically determining the relative worth of jobs to create a job structure for the organization.

Job analysis  Job description  Job evaluation  Job structure 


Some major decisions in job evaluation… 
· Establish purpose of evaluation 
· Decide whether to use single or multiple plans 
· Choose among alternative approaches 
· Obtain involvement of relevant stakeholders 
· Evaluate plan’s usefulness 

Defining Job Evaluation 
· Job Content and Job Value: a structure based on job content refers to the skills required for the job, its duties and responsibilities.  A structure based on job value refers to the relative contribution of the job to the organization’s goals
· Job values may also include its value in the external market and/or its relationship to some other set of rates that has been agreed upon 
· Linking Content with the External Market: another perspective sees Job Evaluation as a process that links job content with external market pay rates.  For example, if the skill aspect of job content demanded high wages in the market, then skill would be a useful way to distinguish between jobs in the evaluation.
· according to this perspective, the value of job content is based on what it can command in the external market; it has no intrinsic value 
· Different Perspectives on Job Evaluation: if job value can be quantified, then job evaluation takes on the trappings of measurement:
· Objective, 
· Numerical, 
· Generalizable, 
· Documented, and 
· Reliable, and can be judged according to technical standards.  
Those who make pay decisions see job evaluations as a process that helps gain acceptance of pay differences between jobs 
“How to” – major decisions 
1. Establish the purpose(s) 
2. Decide on single versus multiple plans 
3. Choose among alternative methods 
4. Obtain involvement of relevant stakeholders 
5. Evaluate the usefulness of the results 

Establish the purpose(s) 
· Supports organizational strategy – states what it is about the job that adds value 
· Supports workflow – aligns each job’s pay with relative contribution to the organization and by setting pay for new, unique, or changing jobs 
· Is fair to employees – reduce disputes and grievances over pay differences between jobs 
· Motivates behavior toward organization objectives – spells out for employees what it is about their work that the organization values

Single vs. Multiple Plans 
· Choice between evaluating all jobs in an organization with a single plan or use different plans and different factors for different job families 
· Benchmark jobs: 
· Contents are well-known and relatively stable over time 
· Job is common across several different employers 
· Reasonable proportion of the workforce is employed in this job 
· Job evaluation is developed using benchmark jobs, and then the plan is applied to the remaining, non-benchmark jobs. 
· Selecting benchmark jobs from each level ensures coverage of the entire work domain… ensures accuracy of the decisions 

Job Evaluation Methods 
· Job Ranking 
· Raters examine job description and arrange jobs according to their value to the company
Two ways of ranking are common: alternation ranking and paired comparison methods.  
Ranking: job evaluation method that ranks jobs from highest to lowest based on a global definition of value 
· The alteration ranking method ranks the highest-and lowest-valued jobs first, then the next-highest and lowest-valued jobs, repeating the process until all jobs have been ranked.  
· The paired comparison method lists all jobs across columns and down rows of a matrix, comparing the two jobs in each cell and indicating which is of greater value, then ranking jobs on the basis of the total number of times each is ranked as being of greater value.
· General class descriptions are created and benchmarked jobs are slotted into each class.  Then, the written job descriptions are compared to the class description, which are anchored with the benchmark jobs from different job families to determine in which class the job falls.

· Job Classification – job evaluation method based on job classifications into which jobs are categorized 
· Classes or grades are defined to describe a group of jobs
· Point Method
· Numerical values (points) are assigned to specific job components; sum of values provides quantitative assessment of the job’s worth 
1. Compensable factors with, 
2. Numerically scaled factor degrees, and 
3. Weights reflecting the relative importance of each factor 

The Point Plan Process 
Step One: Conduct Job Analysis 
· A representative sample of benchmark jobs 
· The content of these jobs is basis for compensable factors 
Step Two: Determine Compensable Factors 
· Based on the work performed (what is done) 
· Based on strategy and values of the organization (what is valued) 
· Acceptable to those affected by resulting pay structure (what is acceptable) 

Compensable Factors – those characteristics pf the work that the organization values, that help it pursue it strategy, and that achieve its objectives 
Break down the factors into three major categories 
1. Universal factors: skills, effort, responsibility, working conditions 
· Skill: the experience, training, ability, and education required to perform a job under consideration
· Effort: the measurement of the physical, mental, or emotional exertion needed for performance of a job
· Responsibility: the extent to which an employer depends on the employee to perform the job as expected, with emphasis on the importance of job obligation
· Working Conditions: difficult or unhealthy aspects of the conditions in which the work is done 
2. Sub factors 
3. Degrees or levels 

Step Three: Scale the Factors 
· Degree/Levels of Sub-Factors: Description of several different degrees or levels of a sub-factor in jobs
· A different number of points is associated with each degree/level

Step Four: Weight the Factors 
· Can reflect judgment of organization leaders, committee
· Can reflect a negotiated structure
· Can reflect a market-based structure
Factor weights: weighting assigned to each factor to reflect differences in importance attached to each factor by the employer  

Weights reflect the importance of that factor to the organization.  This can be done either through committee judgement or statistical analysis.  Most statistical approaches derive factor weights to fit an agreed-upon criterion pay structure. 
Step Five: Communicate the Plan 
Once the job evaluation plan is designed, a manual is prepared so that others can apply the plan 
Step Six: Apply to non-benchmark jobs 

Criterion Pay Structure
This step is key since the weights are based upon it.  The structure may be chosen based on current rates paid for benchmark jobs, market rates for benchmark jobs, rates for predominantly male jobs (in an attempt to eliminate bias) or union negotiated rates.

Who to Involve? 
· Design should involve all managers and employees with a stake in the results 
· Evaluations often performed by committee including: 
· Employees 
· Union representatives 
· Compensation professionals 
· Consultants 

The final result = job structure 
· The final result of the job analysis, job description, job evaluation process = job structure OR a hierarchy of work 
· This hierarchy translates the employers’ internal alignment policy into practice 

Summary 
· Job evaluation is the process of determining and quantifying the value of jobs. 
· 3 methods for job evaluation: ranking, classification, point-method
· 6 steps in point-method: conduct job analysis, determine compensable factors, scale the factors, weight the factors and assign points, communicate the plan, apply the plan to non-benchmark jobs
· 3 common characteristics of point plans are compensable factors, numerically scaled factor degree/levels, and weights reflecting the importance of each factor.
Lecture 4 – September 30 
Chapter 6 – Person-Based Structures 

Skills Plans 
· Skills-based structures – link pay to the depth or breadth of the skills, abilities and knowledge a person acquires that is relevant to the work 
· Pay individuals for all the skills for which they have been certified regardless of whether they work they are dong requires all or just a few of those particular skills 
· Very different approach compared to a job-based plan, which pays employees for the job to which they are assigned, regardless of the skill they possess 

Types of Skills Based – FLEXIBLE skills based/competency based is based on the skills of the person and can be moved around throughout the organization 
1. Specialist: depth; person-based structures based on greater knowledge often associated with degree, accreditations or certifications that are required for a specific job 
2. Generalist/Multiskill-based breadth – plans base pay on the range of knowledge specific to a group related jobs. Responsibilities assigned to an employee can change drastically over a short period of time, whereas specialists increase their knowledge over a longer period 

Purpose of the Skills based 
· Support the strategy and objectives 
· The skills on which to base a structure need to be directly related to the organizations objectives and strategy 
· Support work flow 
· One of the main advantages of skill-based plans is that they can more easily match people to a changing workflow 
· Fair to employees? 
· Employees like the potential of higher pay that comes with skill based plans 
· By encouraging employees to take charge of their own development, skill-based plans may give them more control over their work lives 
· Favoritism and bias may play a role in determining who gets first crack at the training necessary to become certified at higher-paying skill levels. 
· Motivate behavior toward organizational objectives 
· Person-based plans have the potential to clarify new standards and behavioral expectations 
· Skills-based plans try to encourage employees to see their responsibility more broadly than what it doesn’t say in a job description 
**line of sight – whatever employees are doing… if they can see that it is impacting the organization they will put more effort in 

Skill Analysis 
· A systematic process to identify and collect information about skills required to perform work in an organization 
· Four steps 
· Collect information; foundation skills, core elective skills, optional elective skills 
· Decide on method to use 
· Decide who should be involved 
· Assess usefulness of results 


Establish Certification Methods
Certification methods are necessary to determine if employees possess required skills and at what level.  
· Successful completion of a course, for example, is one certification method that can be used to demonstrate possession of knowledge or skill.  
· However, merely attending a course does not guarantee mastery of the material. Yet companies are reluctant to refuse to certify.
 
Outcomes of Skill-Based Pay Plans: Guidance from Research and Experience
Skill-based plans are well accepted by employees because the connection between the plan, work, and size of paycheque are recognizable.  The plan provides strong motivation to increase skills.  
· One key element of the plan is how well it is aligned with the organization’s strategy.  
· Skill-based plans become increasingly expensive as the level of certification of employees increases to the highest levels of the pay structure.  Therefore, most skill-based pay plans do not survive more than six years.

Competencies 
· Competencies are underlying, broadly applicable knowledge, skills, and behaviours that form the foundation for successful work performance.
· Competency-based pay structure links pay to work-related competencies.
· Core competencies are competencies required for successful work performance in any job in the organization.
· Competency sets are specific components of a competency.
· Competency indicators are observable behaviours that indicate the level of competency within each competency set.




Competencies reside in five areas… 
1. Skills – demonstration of expertise 
2. Knowledge – accumulated information 
The first two areas, skills and knowledge were considered the essential characteristics that everyone needs to be effective in a job.  Such competencies are observable and measurable and can be acquired through training and development.

3. Self-concepts – attitudes, values, self-image 
4. Traits – general disposition to behave in a certain w ay 
5. Motives – recurrent thoughts that drive behaviors 

The other three competency categories, self-concepts, traits, and motives- are not directly measurable; rather, they must be inferred from actions.  And it is these inferred characteristics that were judged to be the differentiating competencies- critical factors that distinguish superior performance from average performance.


Competency Analysis 
· a systematic process to identify and collect information about the competencies required for successful work performance
· collect information on:
· personal characteristics
· visionary competencies
· organization-specific competencies
· establish certification methods 

Usefulness of the Results 
· Reliability of Job Evaluation Techniques: refers to the consistency of results.  A reliable evaluation would be one where different evaluators produced the same results.  One way to improve reliability includes using evaluators who are familiar with the work.  Group consensus is another widely used practice to attempt to increase reliability.
· Validity/Usefulness: refers to the degree to which the evaluation achieves the desired results.  Validity of job evaluation has been measured in two ways:  
· by agreement- the degree of agreement between rankings that resulted from the job evaluation compared to an agreed-upon rank of benchmarks used as the criterion 
· by “hit rates”- the degree to which the job evaluation plan matches an agreed-upon ranking or pay structure for benchmark jobs.







Summary 
· Four basic steps in skills analysis: 
(1) decide what information should be collected, 
(2) decide what methods should be used, to collect the information, 
(3) decide who should be involved, and 
(4) ensure that the results are useful for pay purposes by establishing certification methods.
· The term competency means the underlying, broadly applicable knowledge, skills and behaviours that form the foundation for successful work performance at any level of job in the organization.  
· Core competencies are competencies that are linked to the mission statement that expresses the organization’s philosophy, values, business strategies, and plans. 
· Competency sets translate the core competencies into specific action.  
· Competency indicators are the observable behaviours that indicate the level of competency in each competency set.
· Reliability is the consistency of the results
· Validity the degree to which the evaluation achieves the desired results


**cost organization a lot of employees keep moving up** 


Midterm
· Chapter 1-6 
· 20 multiple choice 
· 10 true false 
· 4/5 short answer - 5 points per question 


· divided evenly between chapters (mc/tf) 
· topics covered in class 
· point method – emphasis on this 
· 1 question in each chapter (no chapter 3) - short answers 
· test bank 
· connect practice questions 
· discussion questions 
 
