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-variable pay: pay that changes, “going above and beyond your normal duties”
-profit sharing plan: employees get a percentage of the companys profits
-defined pension plan: the employer promise a specific lump sum on retirement
-defined contribution pension plan: the employer, employee or both make contributions on a regular basis for the retirement plan
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CHAPTER 2
· Compensation Strategies at Google, Medtronic, and Merrill Lynch (p. 18)
· Different companies in different or the same industry have different strategies
· Sometimes different business units within the same corporation will have different compensation strategies
· Strategic perspective: A focus on compensation decisions that help the organization gain and sustain competitive advantage

Strategic Choices (EXHIBIT 2.2** p. 20)
· Strategy: the fundamental business decisions an organization has made to achieve its strategic objectives, such as what business to be in and how to obtain competitive advantage
· Competitive advantage: A business practice or process that results in better performance than one’s competitors

Support Business Strategy:
· Pay system must be aligned with the business strategy (the greater the fit the more effective the organization)
· Generic Strategy Frameworks:
· Micheal Porters’ model: Cost leadership strategy (cut costs), Differentiation strategy (provide a unique or innovative product or service at a premium price)
· Miles and Snow: Defenders are those that operate in stable markets and compete on costs while prospectors are more focused on innovation, new markets and so forth
· Most companies do not follow the generic frameworks, they may be a combination of cost and innovation
· When business strategies change, pay strategies should change too

Support HR Strategy:
· Compensation is the key to attracting, retaining and motivating employees with the abilities necessary to execute the business strategy and handle greater decision making responsibilities

The Pay Model Guides Strategic Pay Decisions:
· EXAMPLE ANALYSIS OF WHOLE FOODS PG 22**
· Unstated compensation strategy is inferred from compensation practices

Developing a Total Compensation Strategy: Four Steps
· Step 1: Assess Total Compensation Implications
· Business Strategy and competitive dynamics
· Having an understanding of the specific industry in which the organization operates and how it plans to compete
· Competitive dynamics can be assessed globally (especially for multinational firms)
· HR strategy
· Pay can play a supporting role, as in the high performance approach, or it can take the lead and be a catalyst for change
· Whatever the role, compensation is embedded in the total HR approach
· 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
· Legal and regulatory requirements, cultural differences, changing workforce demographics, expectations
· Employee/Union preferences
· Employee preferences: A major limitation of contemporary pay system is how to better satisfy individual needs and preferences
· Examples: offer flexible benefits and choices among healthcare coverage and choices in investment funds for retirement plans
· By offering more choices it adds value and is difficult for other companies to imitate (it is a source of competitive advantage)
· However keep in mind that offering too many choices can confused employees and be difficult to manage
· Union preferences: Put pressure to be able to get certain benefits/pay
· Other HR systems
· Step 2: Decide on a Total Compensation Strategy
· Objectives
· Internal Alignment
· External Competitiveness
· Employee Contributions
· Management
· Step 3: Implement Strategy
· Design system to translate strategy into action
· Choose techniques to fit strategy
· Step 4: Reassess the fit
· Realign as conditions change
· Realign as strategy changes

Source of Competitive Advantage: Three Tests
1. Is it aligned?
· Alignment with the business strategy
· Alignment externally with the economic and sociopolitical conditions
· Alignment internally with the overall HR system
2. Does it differentiate?
· The idea of a strategic perspective implies that it is the way the various programs fit together and fit the organizations and that is difficult to copy
3. Does it add value?
· Calculating the ROI is complex

CHAPTER 3
· Common bases for today’s pay structure:
1. the content of the work
2. the skills and knowledge required to perform it
3. its relative value for achieving the organization’s objectives
· Internal Alignment (internal equity): the relationships between the jobs within a single organization
· Setting objectives was our first pay policy issue in a strategic approach
· The relationships among different jobs inside an organization form a job structure that should support the organization’s strategy, support the workflow, and motivate behavior toward organization objectives
· 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
· Internal Alignment:
1. Supports Organization Strategy
· Internal job structures aligned to the strategy (which indicates how it plans to achieve its purpose) help to achieve it
2. Supports Workflow
· Workflow: process by which goods and services are delivered to the customer
· The structure should support the efficient flow of that work and the design of the organization
3. Motivates behavior
· Internal job and pay structures influence employees’ behavior by providing pay increases for promotions, more challenging work, and greater responsibility as employees move up in the job structure
· The structure should make clear the relationships between each job and the organization’s objectives
· Line of sight: the ability for an employee to see the linkage between what he or she does and the organization’s strategic goals

Structures vary between organizations
· An internal pay structure is defined by 
1. the levels of work
· hierarchical nature
2. the pay differentials between levels
· pay differences between job levels
· one intention is to motivate people to strive for promotion to a higher-paying level
3. the criteria used to determine those levels/differentials
· content and value
· Content refers to the work performed in a job and how it gets done (tasks, behaviours, knowledge…)
· would rank jobs based on the basis of skills required, complexity of tasks, and/or responsibility
· Value refers to the worth of the work: its relative contribution to the organization objectives
· Would rank jobs based on its relative contribution of the skills, tasks and responsibilities of a job to the organization’s goals
· May also include external market pressures (such as skills shortages)
· May include rates that have been agreed through a collective agreement or legislation
· Use value: the value of goods and services an employee produces in a job
· Exchange value: The wage the employer and employee agree on for a job

Job-and Person-Based Structures:
· Job-based structure: looks at work content; tasks, behaviours, responsibilities 
· Person-based structure: shifts the focus to the employee: the skills, knowledge, or competencies the employee possesses, whether or not they are used on the particular job the employee is doing
· Reality includes both job and person

What factors shape internal structures? (p. 41, exhibit 3.4)
· 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 will not be worthwhile for an employer to hire than employee (in other words employers do use use value)
· Differences in productivity provide a rationale for the internal pay structure 
· Supply and demand for labour as well as supply and demand for products and services affects internal structures
· Some organizations may require continuous learning due to external factors and therefore may pay their employees more
· Government policies, laws, regulations
· Forbid pay systems that discriminate on gender, race, religion, sexual orientation, national origin
· Pay equity acts-> “Equal pay for work of equal value”
· Minimum wage legislation
· Maximum legislation (special requirements for reporting executive pay)
· Stakeholders
· Unions, stockholders, political groups
· Most unions want smaller pay differences among jobs and seniority-based promotions to promote solidarity
· Stockholders pay attention to executive pay (should be decreased when strategic outcomes are not being met)
· Cultures and customs
· Such shared mindsets within a society may form a judgment of what size of pay differential is fair
· Organization factors
· Strategy
· Technology/work design
· Influences the organization design, the work to be performed, and the skills/knowledge required to perform the work
· The design of organizations changes (some employees are employees with other employers example outsourcing, limited contracts…)
· Another work design change is delayering (reduces unnecessary work that does not contribute to strategic objectives)
· Human capital
· Human capital: the education, experience, knowledge, abilities, and skills that people possess
· The stronger the link between these skills and experience and an organization’s strategic objective, the more pay these skills will command
· HR policy
· More frequent promotions (even without significant pay increases) offer a sense of career progress to employees
· Employee acceptance
· Employees make multiple comparisons to assess the fairness of the internal pay structure (compare it to jobs in the same internal job structure and to the pay for their job in the external market at competing employers)
· Procedural justice: fairness of a process by which a decision is reached (ex: are procedures applied in a consistent manner)
· Distributive justice: fairness of a decision outcome (whether the actual pay differences among employees are acceptable)
· Cost implications
· Internal structure
· Levels
· Differentials 
· Criteria
· Internal labour markets: rules and procedures that determine the pay for different jobs within a single organization and that allocate employees to those different jobs
· Combines both external and organizational factors
· Entry-level jobs will be more influenced by the external market (matching pay to competitors to be able to attract a qualified pool of applicants) while non-entry level jobs which are done through promotion are more influenced by internal factors such as the organization’s strategy, technology, human capital and other HR systems
· “Change and congeal” process: pay structures change in response to changing external pressures such as skill shortages and then new norms for employee acceptance are formed around the new structure

Strategic Choices in Designing Internal Structures:
1. How tailored to organization design and workflow to make the structure
· Tailored structure: pay structure for well-defined jobs with relatively small differences in pay 
· Closely tailored structure would be for low-cost, customer-focused business strategy such as Mcdonalds or Walmart
· Loosely coupled structure:  pay structure for jobs that are flexible, adaptable and changing (ex: for 3M->innovative, short product design to market cycle times)
2. How to distribute pay throughout the levels in the structure
· Egalitarian structures have fewer levels and smaller differentials between adjacent levels and between the highest and the lowest paid workers
· implies that more equal treatment will improve employee satisfaction, support cooperation, and therefore improve workers’ performance
· can be called “delayered” or “compressed” (several levels of responsibility and supervision are removed so that all employees at all levels become responsible for a broader range of tasks, but also have more freedom to determine how best to accomplish what is expected of them)
· Problem: Equal treatment can lead to “stars” being unrecognized or unrewarded which may lead them to leaving the organization or slack off
· Hierarchical structure: value the differences in individual employee skills, responsibilities, and contributions to the organization (frequent promotions) 
· Exhibit 3.6 p. 47
· Exhibit 3.7 p.48***
· Exhibit 3.8 p. 49

Guidance from the evidence:
· When managers recommend which pay structure is best for their organizations, they should look at factors in the organization such as workflow, what is fair and how to motivate employee behavior but also look at theory and research for guidance
· Effi
· Employees judge fairness by comparing jobs at their own employer (internal equity) and to that for jobs at other employers (external equity)
· Might support either egalitarian or hierarchical structures, depending on the comparisons and the accuracy of information about them
· Tournament Theory: Motivation and Performance
· The greater the differential between an employer’s present salary and his or her boss’ salary, the harder the employee (and everyone else) will work
· The support of the hierarchical structure takes place in situations in which individual performance matters most or when cooperation among individuals is low
· When they looked at teams with egalitarian structures (in sports) so practically identical player salaries, they did better than those with hierarchical structures, who had large pay differentials
· This could be because egalitarian pay structure reflects a more flexible, supportive organizational culture in which players are given the training and support they need
· Institutional Theory: Copy Others
· Internal pay structures are sometimes adopted because they have become “bets practices”->Organizations simply copy what others are doing
· The copiers have little concern for alignment and even less for innovative pay practices
· (More) Guidance from the Evidence
· The effects attributed to internally aligned structures:
· Hierarchical structures are related to greater performance when the workflow depends more on individual contributors
· High performers quit less under more hierarchical systems when pay is based on performance rather than seniority and when people have knowledge of the structure
· Egalitarian structures are related to greater performance when close collaboration and sharing of knowledge is required
· The impact of any internal structure on organization performance is affected by the other dimensions of the pay model: pay levels (competitiveness), employee performance (contributions), employee knowledge of the pay structure (management)

Consequences of Structures:
· Efficiency:
· An aligned pay structure can lead to better organization performance
· The size of the pay differential between the entry level and the highest level in the structure may induce employees to remain with the organization, increase their experience and training, cooperate with co-workers and seek greater responsibility
· Fairness:
· Some argue that if fair (sizable) differentials between jobs are not paid individuals may resist change, change employment
· While others such as unions believe that small differentials (so more egalitarian structures) support team cooperation, high commitment to the organization and improved performance
· Legal Compliance:
· The design and management of internal pay structures must comply with the regulations of the countries in which the organization operates

Exhibit 3.9:  Some organizational outcomes of internally aligned structure
Pay structure:
· Undertake training
· Increase experience
· Reduce turnover
· Facilitate career progression
· Facilitate performance
· Reduce pay-related grievances
· Reduce pay-related work stoppages

CHAPTER 4- Job Analysis
· In today’s workplace people working for the same company don’t need to be down the hall from one another, they can be overseas and all these jobs are part of the organization’s internal structure

Structures based on Jobs, People or both
· Exhibit 4.1***
· 
· Job based and person based structures
· The purpose remains the same for the both

Job-Based Approach (Job analysis-> Job descriptions-> Job evaluation-> Job structure):
· Job analysis: the systematic process of collecting information about the nature of specific jobsProvides the underlying information for preparing job descriptions and evaluating jobs
· The content of the job is identified via job analysis
· Major decisions in designing a job analysis:
1. Why collect info?
2. What info is needed?
3. How to collect info?
4. Who should be involved?
5. How useful are the results?
· Job analysis is important in compensation because”
1. It establishes similarities and differences in the content of jobs
2. It helps establish an internally fair and aligned job structure
· If jobs have equal content, then the pay will be equal
· If the job content differs then those differences along with the market rates paid by competitors will explain why jobs are payed differently
· Job descriptions: Summary reports that identify, define and describe the job as it is actually performed
· Job evaluation: Comparison of jobs within an organization
· Job structure: An ordering of jobs on the basis of their content or relative value
· Exhibit 4.2 p.58***

Job Analysis Procedures
· Job analysis collects info about specific tasks or behaviours
· Task: Smallest unit of analysis, a specific statement of what a person does (ex: answers the telephone). Similar tasks can be grouped into a task dimension (ex: responsible for ensuring that accurate info is provided to customer)
· A group of tasks performed by one person makes up a position
· Identical positions make a job
· Job: Group of tasks performed by one person that make up the total work assignment of that person (ex: customer support representative)
· Similar jobs combine into a job family
· Job family: Grouping of related jobs with broadly similar content (ex: marketing, engineering, office support...)
· General procedures for conventional job analysis:
1. Develop preliminary job information (look at info already available from the past but also look at existing info)
2. Conduct initial tour of worksite
3. Conduct interviews (SMEs)
4. Conduct second tour of worksite
5. Consolidate job information (into a job description)
6. Verify job descriptions (in a group setting; see if it is accurate/complete)
· When the relationships between jobs is clear, what is required to qualify for promotion is also clear

What information should be collected?
1. Data related to the job
· Job identification
· Title
· Department in which job is located
· Number of people who hold job
· Job content (heart of job analysis)
· Tasks and activities (emphasis on the purpose/objective of each task)
· Effort (physical, mental, emotional)
· Constraints on actions
· Performance criteria
· Critical incidents
· Conflicting demands
· Working conditions
· Roles (negotiator, monitor, leader)
· Responsibility
2. Data related to the employee (the kinds of behaviours that will result in the outcomes)
· Employee characteristics
· Professional/technical knowledge
· Manual skills
· Verbal skills
· Written skills
· Quantitative skills
· Mechanical skills
· Conceptual skills
· Managerial skills
· Leadership skills
· Interpersonal skills
· Internal relationships
· Boss and other superiors
· Peers
· Subordinates
· External relationships
· Suppliers
· Customers
· Regulatory
· Professional/industry
· Community
· Union/employee groups
· Position Analysis Questionnaire (PAQ): A structured job analysis questionnaire used for analyzing jobs on the basis of 194 job elements that describe generic work behaviours
· 7 basic factors: info input, mental processes, work output, relationships with others, job context, other job characteristics, general dimensions
· Level of analysis
· The level in this hierarchy at which an analysis begins may influence whether the work is similar or dissimilar 
· If the job data suggests jobs are similar, the jobs must be paid equally; if jobs are different, they can be paid differently
· Many employers find it difficult to justify the time and expense of collecting task-level info for flexible jobs with frequently changing tasks
· Two employees working in the same broadly defined job may be doing entirely different sets of related tasks BUT FOR PAY PURPOSES they are doing work of equal value (I THINK IT DEPENDS AT WHAT LEVEL YOURE LOOKING AT IT FROM so if youre looking a individual jobs some will be similar while others wont be or you can be looking at it from the job family level and therefore if tasks are different but same value then pay would be the same)
How can the information be collected?
· Conventional methods: Involving employees increases their understanding of the process (can be affected by bias and favouritism)
· Ask employees doing the jobs to fill out a questionnaire
· Interview
· Observation
· Quantitative methods
· Online questionnaires (results can be analyzed arithmetically)
· Many organixations find it practical and cost-effective to modify these existing inventories rather than develop their own analysis from ground zero
· Results depend on the quality of the input 
· Make sure to include important aspects of a job
· Good performers must also respond to the questionnaire to make sure the work is fully analyzed

Who collects the information?
· The analysis should be done by someone thoroughly familiar with the organization and its jobs
· Should also be trained in how to do the analysis properly

Who provides the information?
· Job holders and supervisors (since they have the expertise)
· The number of people involved varies with the stability of the job

What about discrepancies?
· Supervisor and employees may present different pictures of the job
· People actually working in a job may change it, either by being more efficient or they may not realize certain tasks are supposed to be part of their job
· Therefore should collect more data 
· Enough data is required to ensure consistent, accurate and acceptable results
· The more unusual the job the more sources of data are required
· Top management (and union) support is critical

Job descriptions summarize the data:
· Job description: Written summary of a job, including responsibilities, qualifications and relationships
· Example: 
· Job title
· Job Summary (overview of the job)
· Relationships (to see where the job fits into the organization)
· Qualifications
· Essential Responsibilities (as well as a standard to measure whether it has been done or not)
· Job specifications: Qualifications required to be hired for a job; may be included in the job description
· The summary must be relevant to pay decisions and therefore must focus on similarities and differences in content

Describing Managerial/Professional Jobs
· Job descriptions for these jobs must capture the relationship between the job, the person performing it, and the organization objectives (how the job fits into the organization, the results expected, and what the person performing it brings to the job)

Verify the description
· Analysts will talk to interviewees and supervisors to determine if the job description is accurate and complete

Job Analysis and Globalization

Job analysis and susceptibility to offshoring:
· Offshoring: movement of jobs to locations beyond home-country borders
· Today, susceptibility to offshoring is no longer limited to low-skill jobs, white-collar jobs are also being outsourced
· Jobs are susceptible to outsourcing when inputs and outputs can be easily transmitted electronically, little interaction with other workers is required, little local knowledge is required and the work can be routinized
· Jobs with low susceptibility are managerial positions (because local knowledge is required)
Job analysis information and comparability across borders:
· As firms spread work across countries, there is a need to analyze jobs to maintain consistency in job content or else be able to measure the ways in which jobs are similar and different
· When working with employees in different countries it is important for the job descriptions and job specifications to be clearly understood
· Job analysis info is likely to transport quite well across countries (in regard to the importance of work, amount of work and job requirements)

Judging Job Analysis:
1. Reliability:
· Consistency of results from repeated applications of a measure
· Employees may change the way to do a job because they have experience
· To increase reliability, reduce the sources of variance
· Quantitative job analysis helps reduce variance

2. Validity:
· Accuracy of a measure (so does job analysis measure what it claims to measure)

3. Acceptability
· If job holders and managers are dissatisfied with the initial data collected or with the process, they are not likely to buy into either the resulting structure or the pay rates eventually attached to that structure
4. Currency
· Must have up to date job information because if not it can hinder compensation practices, decision making, employee selection, training and development
5. Usefulness
· For pay purposes, job analysis provides work-related information to help determine how much to pay for a job (helps determine whether a job is similar or dissimilar to other jobs)
· If job analysis does this in a reliable, valid, and acceptable way then the technique is of practical use
A judgment call:
· How much detail is needed to make these pay decisions?
· Answer: Enough to help set individual employees’ pay, encourage continuous learning, increase the experience and skill of the workforce, and minimize the risk of pay-related grievances
Conclusion (Read p. 75):
· A useful internal structure will: 
1. Encourage employee behaviours that help achieve an organization’s objectives
2. Foster a sense of fairness among employees

CHAPTER 5-Job-based structures and job evaluation
· Job evaluation is a rational and systematic process
· ***Exhibit 5.1-> the process of building a job structure on which to base the ultimate pay structure
· Job structure: Hierarchy of all jobs based on value to the organization; provides the basis for the pay structure
· Job evaluation: the process of systematically determining the relative worth of jobs to create a job structure for the organization
· Determining and quantifying value
· Blend internal and external forces
· Determining an internally aligned job structure:
1. Job analysis
2. Job descriptions
3. Job evaluation
4. 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 its responsibilities
· A structure based on job value refers to the relative contribution of the skills, duties and responsibilities of a job to the organization’s goals
· Job value may also include its value in the external market and/or its relationship to some other set of rates agreed upon through collective bargaining or other negotiating process or to government legislation (min wage)
· Although internal job value (contributions to organization objectives) may be equivalent, external market value may differ
· Linking content with the external market
· 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 (example: if some aspect of the job is not related to wages paid in the labour market, then that aspect is excluded from the job evaluation)
· Others disagree and claim that job evaluation estsblishes the relative value of jobs on the basis of their content, independently to any link to the market

Different Perspectives to Job Evaluation:
· Researchers involved in pay decisions see job evaluations as a process that helps gain acceptance of pay differences between jobs (employees, managers, union representatives are involved)

Job Evaluation Decisions:
1. Establish the purpose
· An internally aligned pay structure is
· Supports organizational strategy
· Job evaluation aligns with the organization’s strategy by stating what it is about a job that adds value (ex: how is it going to help the organization meet it’s objectives and play part in the strategy?)
· Supports workflow
· Aligns each job’s pay with its relative contribution to the organization 
· By setting pay for new, unique, or changing jobs
· Is fair to employees
· Job evaluation establishes a workable, agreed-upon structure that reduces the role that chance, favoritism, and bias may play in setting pay
· Motivates behavior toward organization objectives
· Job evaluation spells out for employees what it is about their work that the organization values, what it is they do that supports the organization’s strategy and promote it’s ultimate successs
· Can help employees adapt to change by improving their understanding of what is valued in their assignments and how that value might change
2. Single versus multiple plans
· Most employers will design different evaluation plans for different types of work because the work content is too diverse and cannot be properly evaluated by a single plan
· Usually will use the same evaluation for a specific group of jobs (ex: production, engineering…)
· Some evaluations have been used across a wide range of jobs (ex: Hay plan, Position Analysis Questionnaire)
· Problems when using multiple plans:
· Communication issues
· Affects perceptions of procedural fairness and internal equity (comparison of positions within your business to ensure fair pay)
· Read exhibit 5.3 (Perspectives on Job Evaluation)***
· Benchmark Jobs:
· Its contents are well known and relatively stable over time
· The job is common to a number of employers; it is not unique to a particular employer
· A reasonable proportion of the workforce is employed in this job
· In other words it is a job that remains consistent across the industry in terms of salaries, responsibilities, seniority and therefore can be compared from organization to organization (FROM THE INTERNET)
· The depth of work (vertically) ranges from the top leadership jobs down to entry-level jobs
· The breadth of work (horizontally) depends on the nature of the business
· Typically, a job evaluation plan starts with benchmark jobs and then the plan is developed using non-benchmark jobs
· Selecting benchmark jobs from each level ensures coverage of entire work domain, ensuring the accuracy of the decisions based on the job evaluation
· Today organizations will use separate plans for major domains of work (ex: top executive/leadership jobs…)
· The costs (including time) associated with these plans pushes to simplify job structures (reduces titles and levels)

3. Choose among alternative methods
· Different job evaluation plans generate different pay structures
· Exhibit 5.4 p.86 (Advantages/Disadvantages of job evaluation methods)**
· Most use market pricing to evaluate jobs: directly matching as many of the organization’s jobs as possible to jobs described in the external pay surveys used by organizations (so pay rates will be based on the survey data) (chapter 8)
· Traditional job evaluation methods:
1. Ranking
· Definition: Job evaluation method that ranks jobs from highest to lowest based on a global definition of value
· Advantage: Simplest, fastest, easiest method to understand and explain to employees, least expensive
· Disadvantage: Doesn’t tell employees specifically what in their jobs is important
· The criteria on which the jobs are ranked are poorly defined (therefore the results are difficult to defend)
· Costly solutions to overcome them
· Become subjective opinions
· Evaluators must be knowledgeable of every job 
· Two types
· Alternation ranking: Ranking the highest and lowest-valued jobs first, then the next highest- and lowest-valued jobs, repeating the process until all jobs have been ranked
· Paired comparison: Listing all jobs across columns and down rows of a matrix, comparing the two jobs in each cell and indicating which is of greater value, and then ranking jobs on the basis of the total number of times each is ranked as being of greater value
· Both are more reliable than simple ranking
2. Classification
· Definition: Based on job class descriptions into which jobs are categorized
· A job description is compared to the class descriptions to decide which class is the best fit for that job
· The result is a series of classes with a number of jobs in each
· The jobs within each class are considered to be equal (or similar) work and will be paid equally
· Jobs in different classes should be dissimilar
· Classes are not too general nor too specific (can include benchmark jobs)
3. Point method
· Most commonly used approach in Canada
· Definition: Job evaluation method that assigns a number of points to each job, based on compensable factors (the criteria used to evaluate a job and on the basis that salary/wages is computed) that are numerically scaled and weighted
· Each job’s relative value, and its location in the pay structure, is determined by the total points assigned to it
· Advantage: Criteria is explicitly defined (compensable factors)
· Compensable factors: those characteristics of the work that the organization values, that help it pursue it’s strategy, and that achieve its objectives
· The factors are scaled to reflect the degree to which they are present in each job, and weighted to reflect their overall importance to the organization
· Points are then attached to each factor weight
· The point total for each job determines its position in the job structure
· Point Plan Process:
1. Conduct job analysis
· A representative sample of benchmark jobs
· The content of these jobs is basis for compensable factors
2. Determine compensable factors
· Based on the work performed (what is done)
· Employees are the best source of info
· 4 compensable factors required in pay equity legislation in Canada
· Skill: Experience, training, ability and education required to perform a job (subfactors: knowledge, problem solving/judgement, interpersonal skills/contacts…)
· Effort: The physical, mental or emotional exertion needed for performance of a job (subfactors: mental/physical effort -> complexity of tasks…)
· Responsibility: the extent to which an employer depends on the employee to perform the job as expected (subfactors: Human resources, financial resources, information resources, material resources…)
· Working conditions: to ensure that value is attached to the difficult or unhealthy aspects of the conditions in which the work is done (subfactors: environment)
· Based on strategy and values of the organization (what is valued)
· Best source of info would come from the leadership of the organization
· Compensable factors reinforce the organization’s culture and values as well as its business direction and the nature of the work (if the direction changes, the factors may as well)
· Factors may be eliminated if they no longer support the business strategy
· 
· Acceptable to those affected by resulting pay structure (what is acceptable)
· Work documentation helps gain acceptance by employees and managers
· Differences in factors that are based on the work itself diminish the likelihood of challenges arising (must be able to explain why work is paid differently or the same)
· The factors must be acceptable to ALL stakeholders
· Acceptance may be based on tradition
· Sometimes 3 factors may be enough, to count for 98-99% of the variance, but other factors are included to gain acceptance
· 2 issues with compensable factors: How many factors should be included in the plan? “Small numbers”-> including a compensable factor to all jobs even if it only applies to one job
3. Scale the factors
· Scales identifying and describing the different degrees within each factor (or subfactor) are constructed
· Factor degree/level: Description of several different degrees or levels of a factor in jobs; a different number of points will be associated with each degree/level
· Criteria:
· Limit the degrees to the number necessary to distinguish between jobs
· Use understandable terminology
· Anchor degree definitions with benchmark job titles
· Make it apparent how the degree applies to the job
· Too many degrees-> reduces the acceptability of the system
4. Weight the factors and assign points
· Factor weights: Weighting assigned to each factor to reflect the differences in importance attached to each factor by the employer
· May reflect the organization’s strategic objectives and priorities
· Criterion pay structure (different approach): may be the current rates paid for benchmark jobs, market rates for benchmark jobs, rates for predominantly male jobs, union-negotiated rates
· Statistical modeling techniques are used to determine the weight of each factor
· Statistical approach-> “Policy capturing”
· Selecting the appropriate pay rates to use as the criteria is critical
· The job evaluation results are based on it
5. Communicate the plan
· A manual is developed to allow users who were not involved in the plan’s development to apply the plan as its developers intended
· Users will require training on how to apply it and background info on how the plan is integrated with the organization’s total pay system
· Appeals process included
· In order to get acceptance, communication to all is important (informational meetings, websites…)
6. Apply to non-benchmark jobs
· Since the compensable factors and weights were derived from benchmark jobs now it must be applied to all other jobs
· The resulting pay system will be combined with market pay data to determine the pay for jobs
4. Obtain involvement of relevant stakeholders
· Everyone with the stake in the results should be involved
· Compensation professionals (compensation analysts, compensation manager…) are responsible for most job evaluations
5. Evaluate the usefulness of the results
· Attending to the fairness of the design process and the approach chosen (job evaluation, skill/competency-based plan, market pricing) rather than focusing only on the results(the internal pay structure) is likely to achieve employee and management commitment, trust and acceptance of the results
· Often the compensation manager handles reviews, but peer or team reviews are increasingly being used
· Problems may also be handled by managers and employee relations generalists through informal discussions with employees
· Once the evaluations are completed approval by higher levels of management are required
· This ensures that any changes that result from evaluating work are consistent with the organization’s operations and directions
· Procedures should be judged for their susceptibility to political influences

The Final Result: Job Structure
· Internal alignment is most influenced by fair and equitable treatment of employees doing similar work in the same skill/knowledge group

Balancing Chaos and Control
· The challenge is to ensure that job evaluation plans allow for the flexibility to adapt to changing conditions
· Balanced guidelines are necessary to ensure that employees are treated fairly and that pay decisions help the organization achieve its objectives

CHAPTER 6- Person-based pay structures
· Employees have to do more, beyond the tasks in their job descriptions
· Pay systems that support continuous learning and improvement, flexibility, participation and partnership are essential to achieving competitive advantage today
· Person based pay structures will be based on differences in people’s skills or competencies which will be more flexible end encourage agility
· ***EXHIBIT 6.1 (p.108)

Person-based pay structures: Skill plans
· Skill-based pay plans= blue collar work (manual labor such as manufacturing and assembly work)
· Competency-based pay plans=  white collar work (performed in an office, cubicle or other administrative setting)
· Skill-based pay structures: link pay to the depth or breadth of the skills, abilities and knowledge a person acquires that are relevant to the work
· Advantage: people can be placed in a way that better matches the workflow, avoiding bottlenecks and idle hands
· Pays them based on all the skills that they are certified (even if there job doesn’t require them to use all of it)
· While a job-based plan pays them for the job to which they are assigned, regardless of the skills they have
· Types of skill plans:
· Specialist: Depth: For example, a teacher that has a higher education will have a higher pay vs one that only has a bachelor degree even though they both teach high school students
· the pay is based on the knowledge of the individual doing the job rather than on job output or content
· Generalist/Multiskill-Based: Breadth:  Employees earn pay increases by acquiring new knowledge, but the knowledge is specific to a range of related jobs
· Pay increases come with certification of new skills, rather than job assignments
· Employees can then be assigned to any of the jobs for which they are certified
· The advantage is workforce flexibility and staffing assignments that can be better matched to the workflow
· Look at page 110
· Purpose of the Skill-Based Structure:
1. Supports the strategy and objectives: the skills on which a structure is based should be directly related to the organization’s objectives and strategy
2. Supports workflow: One of the major advantages of a skill-based plan is that it can more easily match people to a changing workflow
· Skill-based systems focus on inputs, not on results
3. Is fair to employees: Learning comes with higher pay (employees like this)
· Skill-based plans may give them more control over their work lives (because employees are encouraged to take charge of their own development)
· Sometimes bias and favoritism when it comes to who can first be trained
· I THINK that according to skill based pay structures, 2 people can be doing the same task but be payed differently depending on their skills
4. Motivates behavior toward organization objectives: Person-based plans have the potential to clarify new standards and behavioral expectations
· Skill-based plans encourage workers to take responsibility for the complete work process and its results, with less direction from supervisors

“How to”: Skill Analysis
· Skill-based structure process: Skill Analysis->Skill blocks-> Skill certification-> Skill-based pay structures
· Skill analysis: A systematic process to identify and collect info about skills required to perform work in an organization
· Related skills can be grouped into a skill block
· Skill blocks can be arranged by levels into a skill structure
· To build the structure, a process is needed to describe, certify and value the skills
· Basic decisions:
1. What is the objective of the plan?
2. What information should be collected?
· Very specific info on every aspect of the production process
· Example of a skill-based structure: Exhibit 6.4 p. 112***
· Foundation skills (safety workshop, videos, seminars…), 
· Core electives (necessary to the facility’s operations such as fabrication, painting, welding…)
· Optional electives (additional specialized competencies ranging from computer applications to team leadership and consensus building)
· The categories of skills mentioned above are examples and depend on the company
3. What methods should be used to determine and certify skills?
4. Who should be involved?
· Employees
· Management
5. How useful are the results for pay purposes?

Establish certification methods:
· On-demand review is now going to be fixed-review points during the year
· Scheduling makes it easier to budget and control payroll increases
· Ongoing recertification to ensure that skills are kept fresh
· The introduction of new skill requirements and the obsolescence of previous skills require recertification
· CHRP must recertify every 3 years

Outcomes of Skill-based pay plans: Guidance from Research and Experience:
· Skill-based plans are well accepted by employees
· Easy to see the connection between the plan, the work and the pay (therefore employees perceive they are being treated fairly)
· The plans provide strong motivation for individuals to increase their skills
· Skill-based plans become expensive as the majority of employees become certified at the highest pay levels
· Increases labour costs (unless due to its flexibility you need less employees)
· What happens once everyone reaches all the levels?
· One of the key factors of success is how well it is aligned with the organization’s strategy
· Skill-based plans are more viable in organizations using a cost-cutter strategy (focusing on operational efficiency-> doing more with less)
· More skills may not necessarily improve productivity
· Keep in mind that some people don’t want to give up the job they are doing (this creates bottlenecks for rotating other employees in that position)
· Organizations must decide whether they are willing to design a plan to work around campers or force them into the system
· May only be a short-term initiative

Person-Based Pay Structures: Competencies
· Skill and job based systems focus on info about specific tasks
· Competencies: 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: Required for successful work performance in any job in the organization
· Linked to mission statements
· Competency sets: Specific components of a competency
· Translates a core competency into action 
· For example, “business awareness” as sets can have organizational understanding, cost management, third-party relationships, ability to identify business opportunities
· Competency indicators: Observable behaviours that indicate the level of competency within each competency set
· The degree of the competency required at each level of the complexity of the work
· Sometimes includes scales of intensity of action, the degree of impact of the action, its complexity and/or the amount of effort expended
· Example: Exhibit 6.7 p.116
· Competency-Based Pay Structure Process: Core competencies-> Competency sets-> Competency indicators-> Competency-based pay structure
· Basic decisions:
1. What is the objective of the plan?
· May have value for personal development and communicating organization direction
· But its vagueness and subjectivity makes it a risky plan
· Little connection to the work employees do and their pay
· Do a competency analysis to clarify the purpose of the competency system
· Competency analysis: A systematic process to identify and collect info about the competencies required for successful work performance
2. What info should be collected?
· Personal characteristics: personal integrity, maturity of judgment, flexibility, respect for others
· Visionary:
· Highest-level competencies
· A global perspective
·  taking the initiative in moving the organization in new directions
· being able to articulate the implications for the organization of trends in the marketplace, in world events, in the local community
· Organization-specific: specifically tied to the particular organization and to the particular function (reflects the company values, culture and strategic intent
· Leadership
· Customer orientation
· Functional expertise
· Developing others
· Companies choose from the same list of competencies however the way in which they operationalize competencies is different
· It is the actions that are the source of competitive advantage
3. Which method should be used to determine and certify competencies?
· the heart of the person-based plan is that employees get paid for the relative skills or competencies they possess, but not necessarily the ones they use
· when people are paid on the basis of their competency there must be some way to demonstrate or certify to all concerned that a person possesses that level of competency
· 360 degree feedback, personal development
· Resulting structure:
· Competency-based structures are generally designed with few levels (4-6) and wide differentials for increased flexibility
· Example of a structure:
	Level
	Phase
	Title

	4
	Expert
	Visionary, champion, executive

	3
	Advanced
	Coach/leader

	2
	Resource
	Contributor/professional

	1
	Proficient
	Associate



4. Who is involved?
· Executive leadership
· Employees
5. How useful for pay purposes?
· Reliability of job evaluation techniques: independent evaluators then come together to discuss and form a consensus of the results
· To reduce costs, job evaluation committees are disappearing and being replaced by managers who do the evaluations online as part of the organizations “HR toolkit” or “shared services”
· Validity/Usefulness: When different job evaluation plans are compared to each other they have very similar rankings of jobs but different amounts they will be paid
· Acceptability: Include a formal appeals process, employee attitude surveys

Defining Competencies:
1. Skills (demonstration of expertise)
2. Knowledge (accumulated info)
3. Self-concepts (attitudes, values, self-image
4. Traits (general disposition to behave in a certain way)
5. Motives (recurrent thoughts that drive behaviours
· Use less self-concepts, traits and motives and emphasize more business-related descriptions of behaviors that excellent performers exhibit

Purpose of the competency-based structure:
1. Organization strategy
2. Workflow
· Competencies are chosen to ensure that all the critical needs of the organization are met
· Competencies apply more to work requiring tacit (implicit or not stated knowledge) and behavior such as in managerial and professional work
3. Fair to employees
· Empower employees to take charge of their own development
· Others say trying to justify pay differences based on inferred competencies creates risks that need to be managed (you’re basing it off one’s judgment of someone else’s competencies)
4. Motivate behavior toward organization objectives 
· Competencies provide guidelines for behavior and keep people focused
· Provide a common basis for communicating and working together

Global leadership competencies:
1. Core global leadership competencies
2. Desired mental characteristics of global leaders
3. Behavioural-level global leadership competencies

Some of the top 20 competencies:
1. achievement orientation
2. concern for quality
3. initiative
4. customer-service orientation
5. teamwork and cooperation
6. networking
7. analytical thinking
8. self-confidence
9. flexibility
10. developing others

Competencies and employee selection and training/development
· Look at exhibit 6.12 on page 123***
· The Great Eight Competencies:
1. Leading and deciding
2. Supporting and cooperating
3. Interacting and presenting
4. Analyzing and interpreting
5. Creating and conceptualizing
6. Organizing and executing
7. Adapting and coping
8. Enterprising and performing
· In the table you are able to see how each competency is linked to certain personality traits
· Therefore if you need someone with a specific competency you will need to select, train and develop people with those personality traits
· Failure to screen employees on these individual characteristics would put pressure on training and development and demotivate employees who are seeking to acquire and demonstrate these competencies

Guidelines from the research on competencies
· There is debate on whether competencies can be translated into a measurable, objective basis for pay
· Not all competencies are unique nor equally valuable strategically
· Manage existing competencies and develop new ones in ways that maximize the overall success of the organization
· Is it appropriate to pay for what an employee is capable of doing versus what he or she is actually doing?
· Effectiveness for pay purposes relates to focusing on what is easily measurable and directly related to organizational effectiveness (such as knowledge and skills that are task/performance related)
One more time: Internal alignment reflected in structures
· The structure should be aligned with the organization’s internal alignment policy, which in turn supports its business operations
· Managers must ensure that the structure remains internally aligned by reassessing work/skills /competencies when necessary

Managing the plan
· Details of the plan should be described in a manual that includes all info necessary to apply the plan
· Employee acceptance is important therefore communicate with all employees who will be involved and be affected by the pay structure

Gender bias in internal pay structures
· To ensure that job evaluation plans are bias free:
1. define the compensable factors and scales to include the content of the jobs held predominantly by women
2. Ensure that factor weights are not consistently biased against jobs held predominantly by women (Are factors usually associated with these jobs always given less weight?)
3. Apply the plan in as bias-free a manner as feasible; Ensure that the job descriptions are bias-free, exclude incumbent names from the job evaluation process, and train diverse evaluators
· Certification procedures used to determine pay structures should be free from illegal bias

Three types of structure (Exhibit 6.13 p. 128****)
· Managers whose employers use job-based plans focus on placing the right people in the right jobs
· Skill/competency-based plans results in managers assigning the right work to the right people, those with the right skills and competencies
· A job based approach controls costs by only paying as much as the work performed is worth while skill/competency-based plans pay employees for the highest level of skill/competency they have achieved, regardless of the work they perform
· Organizations can incur more labour costs with skill/competency based plans unless they have a way to control the rate at which employees can certify skill/competency mastery or employ fewer people
· The key is to offset the higher rates with greater productivity
· Questions remain if skill/competency system’s comply with employment standards

Conclusion
· A pay structure supports improved organization performance
· An internally aligned pay structure, whether strategically loosely coupled or tightly fitting, can be designed to:
· Help determine pay for the wide variety of work in the organization
· Ensure that pay influences people’s attitudes and work behaviours and directs them toward organization objectives
· READ THE CONCLUSION AND SUMMARY ON PAGE 129-130****


CHAPTER 7:
· Two aspects of pay translate external competitiveness into practice:
1. how much to pay relative to competitors (pay more than competitors?, match what they pay?, pay less?)
2. what mix of base, bonus, stock options, and benefits to pay relative to the pay mix of competitors

Compensation Strategy: External Competitiveness
· External competitiveness: the pay relationships among organizations
· Pay level: the average of the array of rates paid by an employer: base + bonuses + benefits + stock options/number of employees
· Pay forms: the mix of the various types of payments that make up total compensation
· 2 objectives: 
· to control costs
· the higher the pay levels the higher the labour costs
· Labour costs= Pay level X number of employees
· The higher the pay level relative to what other competitors pay, the greater the relative costs to provide similar products or services
· The same work is paid differently
· to attract and retain employees
· maybe more productive, more innovative, better trained (so might pay more)
· or they might pay less because the organization wants to differentiate itself on non-financial returns (superior training, more promotions…)
· Pay rates for similar jobs differ between employers
· A single company may set a different pay level for different job families (look at exhibit 7.1 on page 139)
· Companies often set different pay policies for different job families
· How a company compares to the market depends on the companies they compare to and the pay forms included in the comparison
· There is no single “going market rate” in the marketplace nor is there any single “going mix” of pay forms

What shapes external competitiveness
1. Labour market factors  
· Nature of demand (how many employees they seek and what they are and willing to pay them)
· Nature of supply (employee qualifications and the pay they are willing to accept in exchange for their services)
2. Product market factors (affect financial condition of the organization)
· Level of product demand
· Degree of competition
3. Organizational factors
· Industry and technology
· Employer size
· Employee’s preferences
· Organization’s strategy

Labour market factors:
· 4 basic assumptions:
1. Employers always seek to maximize profits
2. People are homogeneous and therefore interchangeable
3. The pay rates reflect all costs associated with employment (base wage, bonuses, holidays, benefits, training)
4. The markets faced by employers are competitive, so there is no advantage for a single employer to pay above or below the market rate
· The market rate is where the line of supply and demand intersect
· Labour demand:
· Marginal product of labour: the additional output associated with the employment of one additional human resource unit, with other production factors held constant
· Diminishing marginal productivity: increasing one variable, while keeping the others constant, may initially increase the output, but eventually adding more of that one variable leads to a diminishing rate of return (because the additional person has less factors of production to work with)
· Marginal revenue of labour: the additional revenue generated by each additional unit of human resources, with other production factors held constant
· The level of demand that maximizes profits is that level at which the marginal revenue of the last hire is equal to the wage rate for that hire
· So a manager would have to determine the pay level set by market forces
· And determine the marginal revenue generated by each new hire
· The manager will then know how many people to hire
· Marginal product and marginal revenue are not directly measurable
· Compensable factors or skills or competencies can be a proxy (replacement) for marginal revenue product? However they usually measure input instead of output?
· Labour supply:
· Assumptions:
1. many people are seeking jobs
2. that they possess accurate info about all job openings
3. no barriers to mobility (discrimination, licensing provisions or union membership requirement))
· if unemployment rates are low, even if an employer increases the wages, since most people have a job, the employer will be paying more the people he has but still be shorthanded
· If an employer dominates the market and few local competitors exist, he has a free hand in determining pay levels

Modifications to the demand side
· The 3 modifications to the model address why employers pay more than market rates:
1. Compensating Differentials Theory: the idea that higher wages must be offered to compensate for negative features of jobs
· Examples of negative features: expensive training, job security is tenuous, bad working conditions or chances of success are low
· Job evaluation and compensable factors must capture these negative characteristics
2. Efficiency Wage: high wages may increase efficiency and lower labour costs by attracting higher-quality applicants who will work harder and be less willing to leave
· Underlying assumption is that pay level determines effort
· A higher wage does not guarantee productive employees, it attracts both qualified and unqualified applicants
· Staffing programs must have the capability of selecting the best employees; work must be structured to take advantage of employees’ greater efforts
3. Signalling: the idea that pay levels and pay mix are designed to signal desired employee behaviours
· Both pay level and pay mix send a signal
· Signaling works on the supply side as suppliers of labour signal to potential employers (if people are better trained, have higher grades, related work experience then they signal to employers that they are more likely to be better performers)
· Pay practices must recognize desired behaviours with more pay, larger bonuses and other forms of compensation

Modifications to the supply side:
· Theories that focus on employee behavior instead of employer behavior:
1. Reservation Wage theory: the idea that job seekers have a reservation wage below which they will not accept a job, no matter how attractive the other job attributes
· A reservation wage may be above or below the market wage
· Pay level will affect ability to recruit
2. Human Capital theory: The idea that higher earnings are made by people who improve their potential productivity by acquiring education, training and experience
· more investment such as training, then higher pay
· Higher pay is required to induce people to train for more difficult jobs
· Geographic barriers to mobility between jobs, union requirements, lack of info about job openings, the degree of risk involved, and the degree of unemployment influence labour markets

Product Market Factors:
· An empoyer’s pay level is constrained by its ability to compete in the product/service market
· Other factors:
· Labour productivity
· Technology employed
· Level of production relative to plant capacity available
1. Product demand: 
· Labour market conditions and legal requirements put a floor on the pay level required to attract employees
· The product market puts a ceiling on the maximum pay level an employer can set
· If employers pay above the maximum it must either pass on the higher pay level to consumers through price increases or hold prices fixed and allocate a greater share of total revenues to cover labour costs
2. Degree of competition:
· When there are a lot of competitors, if a business raises prices, it will most likely lose revenues
· When there are less competitors (ex: Lamborghini) then more likely able to set whatever price they want

A Dose of Reality: What Managers Say
· Supervisors too often try to fix problems with managing people with money
· High turnover is a manager problem not a compensation problem


More reality: Segmented Supply of Labour
1. People flow to the work: this segemented supply results in employees working the same jobs side by side but earning different pay (example: full time workers get pay plus benefits while part time workers only get the pay but no benefits)
2. Work flows to the people- on-site, off-site, offshore: Need to know about pay levels elsewhere also 
· Understand market conditions in other locations to determine pay levels and pay mix
·  also do job analysis so they can know which bundle of tasks to send to different locations

Organizational Factors:
1. Industry and technology: 
· The industry in which an organization competes influences the technologies used (labor-intensive industries pay lower than technology-intensive industries)
· The introduction of new technologies within an industry also influences pay levels (example: cashiers wages have declined because technology has reduced their skill necessary by introducing self-checkout lines, bar codes….)
2. Employer size:
· Larger organizations pay more than smaller ones
· Talented individuals have a higher marginal value in a larger organization because they can influence more people and decisions, which leads to more profits
3. Employees’ preferences:
· What pay forms (health insurance, vision case, bonuses, pensions) do employees really value?
4. Organization’s strategy:
· Some organization’s have a low-wage, no services strategy
· Others have a low-base, high-services strategy
· Or a high-base, high-services strategy

Relevant Markets
· The factors to determine the relevant labour markets:
· Occupation (skill/knowledge required)
· Geography (willingness to relocate/commute)
· Competitors (other employers in the same product/service and labour markets)
· Defining the relevant market:
· Relevant markets are shaped by pressures from the labour and product markets and the organization

Competitive Pay Policy Alternatives
· 3 conventional pay level policies:
1. to lead
2. to meet
3. to follow competition
· Newer pay policies emphasize flexibility
· Alternatives (look at exhibit 7.8 p. 152****):
1. Pay with competition (match): paying employees the same as competitors
· This encourages to attract/retain applicants equal to its competitors
· Non-unionized companies tend to match or even lead competition to discourage unionization
· This policy avoids placing the employer at disadvantage in pricing products, but it may not provide an employer with a competitive advantage in its labour markets
2. Lead policy (above market): maximizes the ability to attract and retain quality employees and minimizes employee dissatisfaction with pay
· May offset less attractive features of the job
· High pay levels reduce absenteeism and turnover
· Negative effects: may force the employer to increase wages of current employees to avoid internal misalignment and murmuring among the employees 
· May also mask negative attributes of a job which may later on cause turnover
3. Lag policy (below market): if pay level is lagged in return for the promise of higher future returns (ex: stock in a high-tech start-up firm) such a promise may increase employee commitment and teamwork which increases productivity
· Can lag on pay level but lead on other returns (ex: hot assignments, outstanding colleagues, work/life balance…)
4. Hybrid policy 
5. Employer of choice
· Different policies for different employee groups:
1. Performance-Driven
· Heavy on incentives and stock options
2. Market Match
· Mimics the pay mix competitors are paying
3. Work/life balance
4. Security (commitment)
· Employer of choice/Shared choice:
· Employer of choice: corresponds to the brand or image the company projects as an employer
· Shared choice: begins with the traditional alternatives of lead, meet, or lag but then offers employees choices (within limits) in the pay mix
· Offering too many choices of different kinds of pay will lead to confusion, mistakes and dissatisfaction


Pitfalls of Pies:
· Volatility of stock value changes total pay mix
· Dashboard-> total pay mix breakdown versus competitors
· The mix employees receive can also differ at different levels of the internal job structure 
· senior executives are more likely to have a higher percentage of stock options and incentives which are linked to performance because jobs at higher levels in the organization have greater opportunity to influence organizational performance

Consequences of pay level and pay mix decisions:
· External competiveness has 2 major consequences:
1. ***affects operating expenses
2. ***affects employee attitudes and work behaviours
3. Increase pool of qualified applicants
4. Increase quality and experience
5. Reduce voluntary turnover
6. Increase probability of union-free status
7. Reduce pay-related work stoppages

Conclusion:
1. there is no “going rate” so managers have to make conscious pay level and pay mix decisions influenced by several factors
2. There are both product market and labour market competitors that impact the pay level and pay mix decisions
3. Alternative pay level and pay mix decisions have different consequences

Chapter Summary (Read p. 158***)
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