Chapter9: Managing Compensation (up to pp.341)

Total rewards
· An integrated package of all rewards(monetary; extrinsic and intrinsic)
· To attract, retain, and engage employees
· Aligned to company’s strategy; provide value
· Financial:
a) Direct: wages and salaries(Chapter9) incentives, bonuses, commission(Chapter10)
b) Indirect: employee benefits(chapter11)
· Nonfinancial:
1) Employee recognition员工认同度
2) Work-life balance programs(chapter4)
3) Career development opportunities(chapter5,7)


Managing compensation: Legal requirements
   Legal requirements for compensation
· Human rights legislation
· Pay equity 
· Employment/labour standards

Pay fairness
Equity: pay seems fair: my outcomes/ inputs=your outcomes/ inputs
Inequity: pay seems unfair: my outcomes/ inputs>your outcomes/inputs

Relationship between equity and motivation(figure 9.1)

Expectancy theory
· What does expectancy theory tell us about pay?
Employees should exert greater work effort if they have reason to expect that it will result in a reward(outcome) that they value.(E→P→O)

Determining compensation- the wage mix(figure9.2)
   Pay mix:
· Internal factors: 
1) Compensation strategy of organization
2) Work of job
3) Employee’s relative worth
4) Employer’s ability to pay
· External factors:
1) Conditions of the labour market
2) Area wage rates
3) Cost of living
4) Collective bargaining
5) Legal requirements

External factors:
· Labour market conditions:
1) supply and demand for labour within an area
2) other forces to consider(e.g. collective agreement, government regulation)
· Area wage rates:
1) Wage structure needs to be in line with local wages
· Cost of living:
1) Based on Consumer Price Index(CPI)---Stats Canada-last year?
2) “escalator Clauses”？ COLAs
· Collective bargaining
Unions bargain collectively to achieve increases in real wages

Job evaluation systems
· Job evaluation
-The systematic process of determining the relative worth of jobs in order to establish which jobs should be paid more than others within an organization.
-Ensures internal equity
1) Job ranking system
· Jobs are ranked on the basis of their relative worth
· E.g. restaurant—cashier/server, cook, manager
· Disadvantages?
2) Job classification system
· Jobs are classified and grouped according to a series of predetermined wage grades
· Wage grades have increasing amounts of skill, knowledge, ability, or other factors
· All jobs are then compared to descriptions of job classes
· Each job is “slotted” in to the appropriate grade.
· E.g. Federal government, UBC
3) Point system
· Permits jobs to be evaluated quantitatively on the basis of factors or elements---compensable factors---that constitute the job
· E.g. Government of Alberta, Manitoba
· Factors could be: skills, experience, effort, responsibility, job conditions, supervisory responsibility, etc.

 The Point Manual
· Contains a description of the compensable factors and the degrees to which these factors may exist within the jobs
· Points are allocated for each degree—see highlights in HRM 9.2 (e.g. in book of American Association of Industrial Management—5 factors are: skill, effort, responsibility, job conditions, client service)
4) Work evaluation
· A job evaluation system that seeks to measure a job’s worth through its value to the organization
· Valued relative to financial, operational, or customer service objectives of the organization-rather than internally applied points
· How do they contribute to overall success?
Management and Executive Positions
· Often difficult to evaluate
· May use a different method than hourly
· E.g. Hay Profile- 3 factors: Knowledge, Mental Activity, Accountability

Determining the wage mix
Stage1: Job evaluation
· A systemic comparison to determine relative worth of jobs within a firm- compared using its rank, class, monetary worth or points based on a “compensable factor”
· Fundamental, compensable element of a job, such as skill, effort, responsibility, and working conditions
Focus on a “Benchmark job”
· Job that is critical to the firm’s operations. Use these evaluations as reference points.


Stage2: Conduct a wage/salary survey
· A survey aimed at determining prevailing wage rates for comparable jobs
· Used to:
a) Determine pay rates for benchmark jobs(e.g. 10-15)
b) Gather info on total rewards
c) Ensure external equity
· Methods?
a) Wage and salary surveys-employer-initiated; or external(e.g. Watson Wyatt, Hay, Mercer, Hewitt)

Stage 3: determine pay for jobs
Develop a wage curve- assign pay rates to each pay grade: 
· wage curve
a graph depicting the relationship between the value(job evaluation points) and average wage(rates) paid for a job

· pay grades
groups of jobs within a particular class that are point to paid the same rate

The wage curve
· Definitions: rate ranges
· A range of rates for each pay grade(steps for employees to progress)
· Typically greater for each successive grade(see figure9.4)
· Red circle rates
· Payment rates above the maximum of three pay range
· Broadbanding
· [bookmark: _GoBack]Compasses many traditional salary grades into a few wide salary bands



















e Mg mertion gt 1

B ——

T o e e v

© Mt onpnys v o
)

) e 1L

2 Voo ogamicnsin)

g omprsa L et
[t
s g
ity
s A —

Pt
oy e . o o e s
e

SOS—

st o e ke ey e e 1 g
T ———————r—

L ——
2 oty
4 Gy e




