
Chapter 7
SIX STEPS
· Strategic organization
· IE/IE
· MP/SE
· IE
· Evaluation
A Detailed Examination of Job Evaluations: The Job Evaluation Process
Unit 7 
· HOW DO YOU COMPARE APPLES AND ORANGES
· School Secretary vs AV Tech at School?
· Health tech vs transporation worker at hospital?
· Role of Job Analysis
· What is Job Analysis?
· The process of collecting information on which job descriptions are based.
· job description:
· a summary of the duties, responsibilities, and reporting relationships  pertaining to a particular job
· Job specifications:
· the employee qualifications deemed necessary to  successfully perform the duties for a given job
· Methods of Job Analysis:
· Observation
· Interviews
· Questionnaires
· Functional job analysis
· Functional Job Analysis  (FJA)
· who performs what
· to whom or what
· with what tools, equipment, or processes
· to achieve what purpose or outcome
· Job Evaluation Methods
· Ranking/paired comparison
· Classification or grading
· Factor comparison
· The point method
· Ranking
· ranking method the relative values of different jobs are determined by knowledgeable Individuals 
· Paired Comparison
· every job is compared with every other job, providing a basis for a ranking of jobs
· Classification/grading
· the use of generic grade descriptions for various classes of jobs to assign pay grades to specific jobs
· Factor comparison method (Don’t look at) 
· assigns pay levels to jobs based on the extent to which they embody various job factors
· Point method
· establishes job values by the application of points to each job, based on  compensable factors
· Conducting and Managing the Job Evaluation Process
· Who Conducts the Job Evaluations?
· Communicating the Job Evaluation Process
· Applying Job Evaluation Results
· Developing Appeal/Review Mechanisms
· Updating Job Evaluations
· When to Update Job evaluations
· 1. the job itself changes significantly 
· 2. the strategy of the organization changes
· 3. signs that the job evaluation system is no longer working effectively
· 4. labour market conditions change significantly
· 5. legislative conditions require it

· Conforming to Pay Equity Requirements: Ontario Pay Equity Act
1. Determine which rules apply
2. Identify female and male job classes
3. Establish a body to conduct pay equity
4. Select a gender-neutral job comparison system 
5. Collect job information
6. Compare jobs
7. Check for permissible differences
8. Adjust compensation
9. Communicate the results
10. Maintain pay equity
strategic point system
· Determines base pay 
1. Strategic orientation
a. Look at mission, vision, values 
b. Compensation objective 
i. Pay system drive innovation
ii. Pay system drive customer service
2. Internal equity 
a. Job evaluation-Evaluate jobs not the people
b. Conduct a job analysis 
c. Conduct job description
d. Conduct job specifation
i. What do they need in order to do this job. (requirements of the job)
e. Develop compensable factors 
i. Has weights and points attached to each compensable factor 
f. Scale factors
g. Attach weights and points 
h. Evaluate all job-attach the points
i. Place jobs in bands/grades/paygrades
3. External equity 
a. Achieve thorugh market pricing
b. Benchmark jobs
i. Representative of jobs (they are similar)
c. Asses the labour market
i. Figure out how much these jobs are getting paid
ii. Look within the industry or sector 
iii. Size of the organization
iv. Location 
d. Collect pay data 
4. Internal equity 
a. Experience
b. Education
c. Performance
5. Evaluate the system
a. Asses if the objectives are being met 


Education formal levels
b. Highschool
c. College
d. University degree
e. Masters
f. PHD
Experience levels 
g. Less than 1 year
h. Between 2-3 years
i. Between 3-5 years

Chapter 8
· NURSES OR PAINTERS: WHO IS MORE VALUABLE TO A HOSPITAL?
· A step-by-step method for evaluating jobs: Using the Point Method to Design
a Job Evaluation System
A. 1. Identify key job characteristics (known as “compensable factors”) that differentiate the value of various jobs
B. 2. Develop a measuring scale for each factor (a process known as “scaling the factors”) so that the extent to which each factor is present in a job can be quantified
C. 3. Weight each factor according to its importance to the firm
D. 4. Apply the job evaluation system to every job included under the JE system
E. 5. Test  and revise the resulting jobs hierarchy for reliability, validity, and market fit
· Step 1:  Identifying Compensable Factors
A. Compensable Factors
· characteristics of jobs that are valued by the organization and differentiate jobs from one another
B. Skill
C. Effort
D. Responsibility
E. Working conditions
· Step 2: Scale the Factors
A. Define the factor
B. Understand the range or degrees or levels of the compensable factors
C. Understand that weights will be attached to the scale/degrees
· Step 3: Determine weight of the factors
A. Use compensation committee
B. Weights have meanings for pay, so be careful
C. It can be either equal weights by degree or not
D. First, determine total possible score, then work backwards
E. Weights may be strategically used
· Step 4: Evaluate all jobs
A. Do an assessment of each job
B. Use job evaluation/compensation committee
C. Technician versus Engineer
D. Painter versus nurse
· Step 5:  Testing the Job Evaluation System
A. Validity
· the extent to which a measuring instrument actually measures what we intend it to
B. Reliability
· the extent to which a measuring instrument consistently produces the same measurement result when measuring the same thing
C. Benchmark job
· a job in the firm’s job evaluation system for which there is a good match in the labour market data
D. Market comparator job
· a job in the market data that matches a benchmark job within the firm’s job evaluation system
· market line
A. a regression line that relates job evaluation points to market pay (in dollars) for the benchmark jobs
· pay policy line
A. the intended pay policy for the organization, generated by adjusting the market line for the intended pay level strategy of the organization
· correlation coefficient
A. a statistic that measures the extent to which plots of two variables on a graph fall in a straight line
· Point Method – Possible Pitfalls
A. Inconsistent Construct Formation
· Ambiguous Factor Definitions
· Inconsistent Factor and Degree Definitions
· Inconsistent Degree Statements
B. Factor Overlaps
C. Hierarchical Grounding
D. Gender Bias
· Separate Job Evaluation Systems for Different Job Families
· valuing a factor when it is found in “male jobs” but not “female jobs”
· confusing job content with stereotypes of inherent female attributes
· ignoring factors found in female jobs
·  having an insufficient range of degree statements
· biased job descriptions


· Determining the Base Pay Structure
· base pay structure:
· the structure of pay grades and pay ranges, along with the criteria for movement within pay ranges, that applies to base pay
· pay grade
· a grouping of jobs of  similar value to the organization, typically grouped by point totals
· pay range 
· the minimum and maximum pay rates (in dollars) for jobs in a particular pay grade
· Establishing Pay Grade Sizes
· equal increase approach
· method to establish pay grade sizes, in which each pay grade increases in size by a constant number of points
· equal percentage approach
· method to establish pay grade sizes, in which the point  spreads increase by an equal percentage
· telescopic approach
· method to establish pay grade sizes, in which the point spreads increase, but not by an equal percentage
· broadbanding
· the practice of reducing the number of pay grades by creating large or “fat” grades, sometimes known as “bands”
· Establishing Pay Ranges
· Establishing the Range Midpoints
· intergrade differentials: 
· the differences between the range midpoints of adjacent pay  grades in a pay structure, expressed in dollars
· intergrade differential percentage:  
· calculated by dividing the intergrade differential (expressed in dollars) of each pay grade by the midpoint (in dollars) of the previouspay grade
· Establishing the Range Spreads
· Range spread: 
· the difference between the maximum and the minimum pay level, in dollars, for a given pay range
· Range spread percentage:
·  a percentage calculated by dividing the range spread for a given pay range by the minimum for that pay range
· just noticeable difference (JND):
· the amount of pay increase necessary to be considered significant by employees receiving the increase

Chapter 9
· Understanding Labour Markets WHERE WOULD YOU CHOOSE TO WORK?
· Understanding Labour Markets
· Compensating  Differential:  
· a higher compensation level offered by an  employer  because of undesirable aspects of the employment
· seasonal employment
· cost of living
· poor working conditions
· poor industry reputation
· Defining the Relevant Labour Market
· market comparator firms:
· firms selected as comparators
· when constructing a sample of market data
· competitors in the same labour market
· competitors in the same  product/service market
· occupational grouping
· geographic scope of the market
Question
· Which of the following describes a compensating differential?
A. An adjustment to job rates based on survey results
B. An adjustment to gender specific jobs
C. Offering more compensation to overcome undesirable aspects of a job
D. Assessing the distribution of employees within their pay range

· Conducting Compensation Surveys
· 1. identify the jobs that are to be surveyed
· 2. determine the information to be collected about each job
· 3. identify which employers are to be surveyed
· 4. determine the method of data collection
· key job matching:
· including jobs on a  compensation survey that are well understood and numerous in the labour market, and asking  respondents to supply compensation information for those jobs
· Step 3: Determining Whom to Survey
· Comparable employers
· Industry
· Geography
· Size
· Determine if labour market is local, regional, national or international
· Conducting Compensation Surveys
· 1. Identify the jobs that are to be surveyed
· 2. determine the information to be collected about each job
· 3. identify which employers are to be surveyed
· 4. Determine the method of data collection
· Personal interviews
· Questionnaires
· Telephone interviews
· Internet surveys
· Analyzing and Interpreting Survey Data
· For each job, you now have:
·  minimum
· maximum
· midpoints
· range
· mean base pay
· performance pay
· indirect pay
· total compensation
· Analytical Procedures
· mean, or simple average
· a measure of central  tendency of a set of values derived by summing the values and dividing by the number of values
· weighted mean, or weighted average
· a measure of central tendency of a set of values that adjusts the average based on the number of cases to which each value pertains
· median
· the middle value in an ordered list of values

· Analytical Procedures
· quartiles or deciles
· division of an ordered list of values into either four groups (quartiles) or ten groups (deciles)
· interquartile range
· a measure of pay dispersion across  employers, calculated by dividing the difference between the 25th and 75th percentile values by the value of the 25th percentile
· compa-ratio
· a measure of distribution of employees within their pay range calculated by  dividing the mean base pay by the midpoint of the pay range

Gender and Pay
Reason for the pay gap
1. Work/occupational differences/segregation
· More female grads but men dominate some fields
· Men in more blue collar/union jobs
· Size of the organization: women in smaller firms, less pay

2. History and gender role theory
· Gender roles learned at early stage; by 4 or 5, children learn what is gender appropriate
· Affects choices later in life
· Roles socially constructured
· Role of women in labour force historically seen as supportive 
· Men seen as main bread winner
· Women are viewed as being in caring roles.

3. Work related behaviour/choices and the pipline argument 
· Women “prefer” to work in lower paid jobs
· Women do not negotiate as tuff as men
· Quicker to accept a deal
· Less inclined to ask for more pay 
· Less inclined to walk away 

4. Discrimination

Addressing The pay gap
1. Level the playing field
a. Tackle occupational segregation; employment equity legislation; training; career choices
b. Tackle overt discrimination: legal remedies through human rights legislation; equal pay for equal work laws
2. Deal with it at the societal level
a. State provision of “women friendly” benefits such as appropriate child care
3. Address systemic discrimination in job evaluations and the labour market 
a. Proactive pay equity laws
b. Ontario pay equity act (1998)


Ontario pay equity act
1. Determines what rules apply (jurisdiction; 10 employees; 10-99; 100+
2. Identify female and male job classes
3. Establish a body to conduct pay equity
4. Select gender neutral job comparison system
5. Collect job information
6. Compare jobs (job to job; proportional value; proxy comparison)
7. Check for permissible differences (formal seniority systems; temp training or development assignment; merit; temporary skills shortage 
8. Adjust compensation (atleat 1% of previous year payroll)
9. Communicate the results
10. Maintain pay equity 

Chapter 10 evaluating individuals
RBC sales bonus based off performance appraisal


Why do we do performance appraisals
· It is the process of assessing the overall performance levels of individual employees
· Administrative
· Developmental 
· Using the results of the appraisals to improve or correct weakness
· It gives the supervisor an idea to what isn’t working in the organization
· Empowers the employees, makes them feel like the organization care

Performance appraisal reliability 
· Occurs when a performance appraisal system produces the same score even when applied by different appraisers
Performance appraisal validity
· Occurs when employees who receive the highest scores in the performance appraisal system are in fact the highest performers

Unintentional inaccuracies in appraisals

Central tendency error
· Occurs when appraisers rate all employees as average in everything
Halo error
· Occurs when appraisers rate and individual either high or low on all characteristics because one characteristics is either high or low
Recency effect
· The tendancy of appraisers to over-weight recent events when appraising employee performance 
Contrast effect
· The tendency for a set of performance appraisals to be influenced upward by the presence of a very low performer or downward by the presence of a very high performer 
Similarity effect
· The tendency of appraisers to inflate the appraisals of appraises they see as similar to themselves
Leniency effect
· The tendency of many appraisers to provide unduly high performance appraisals

Harshness effect
· The tendency of some appraisers to provide unduly low performance appraisals

Methods and instruments for appraisal
1. Ranking and forced distribution
2. Graphic rating scale
3. Behaviourally anchored rating scales
4. Behavioural observation scales
5. Objectives- and results-based system
6. Field review
7. Combination approaches

Ranking paired comparison method
· Determines the rank order of all employees in a unit by comparing each employee with each of the other employees in the unit

Forced distribution method
· A performance appraisal method that stipulates the distribution of employees across the performance categories
Graphic rating
· An appraisal method in which appraisers use a numerical scale to rate employees on a series of characteristic
Behaviourally anchored rating scales
· Appraisal method that provides specific descriptors for each point on the rating scale
Behavioural observation scales
· Appraisal method under which appraisers rate the frequency of occurrence of different employee behaviours
Management by objectives (MBO)
· an approach to management that involves setting employee goals and providing feedback on goal accomplishment 
360 degree feedback
· an appraisal system that uses feedback from superiors, peers, subordinate and possibly customers


Performance management 
· methods for improving employee performance based on goal-setting, feedback, encouragement and support and reward for success
Chapter 11 designing performance pay plans 

Who wants to be a millionaire?
· 2 guys worked out of their parents garage
· Needed cash 
· Asked employees to invest into company 
· Using stocks
· Microsoft company
· Bill gates in 1980’s
· Stock plans and stock prices
· All original employees were millionaires 
· 10,000 millionaires
· Google did the same thing when they went public

Gain sharing plans

Scanlon plan
· A gain sharing plan that creates mechanisms for employee participation in developing productivity improvements and shares the financial benefits of those improvements with the employee group that generated them
Rucker plan
· A gain sharing plan similar to the Scanlon plan but that expresses labour costs as a percentage of value added
improshare
· A gain sharing plan that focuses on labour hours per unit of output and that does not usually include worker participation

family of measures plan
· A gain sharing plan that uses a variety of measures to determine the extent to which a bonus is justified 
Issues in designing gain sharing plans
1. Defining the group or work unit to be included in the plans
2. Establishing the bonus formula
3. Defining the baseline against which to measure improvement
4. Deciding on the share between the company and the employees
5. Deciding on the split among employees
6. Deciding on the frequency of payout
7. Developing procedure for communicating results
8. Deciding whether and how to incorporate employee participation

Goal sharing plans
1. Single goal
a. Example; customer satisfaction
2. Financially funded
a. Gets bonus when sales target is achieved 
3. Multi-goal
a. Customer satisfaction and the sales target is being hit

Issues in designing goal sharing plans
1. Define the group to which goal sharing applies
2. Decide on the nature of the goals to be sought
3. Determine levels and time frames for goal achievement 
4. Establish the bonus amount
5. Decide on the split of the bonus across employees

Profit sharing plans
1. Current distribution
a. Employees get a certain amount of the profits
b. Defasco in hamilton
c. 14% of profits are given to employees
2. Combination
a. Combines the current distribution and deferred profit sharing
3. Deferred profit sharing
a. the profits are given to the employees at a later date

issues in designing profit sharing plans
1. the formula for bonus determination (fixed or discretionary)
2. employee eligibility (open to full time, part time, contract employees) (decide on eligibility)
3. the basis for allocating the profit sharing bonus across employees
4. payout frequency (how often to employees get paid)
5. communicating financial results and profit sharing

employee stock plans
1. stock bonus
a. free stock and shares, performance purposes or joining the organization
b. free incentive to join or stay with the organization
2. stock option
a. option to buy stocks at a defined price sometime in the future

3. stock purchase
a. purchase stocks 
b. called underwater when it is below the price
c. sold at loss or wait unit it goes up
employee stock plans
phantom stock plan
· a plan through which employees participate in the appreciation of company shares and any associated dividends, without ever owning any company stock
shares appreciation rights
· a plan through which employees are awarded shares in their employer at not cost to themselves if the price of employer shares rises during a specific period
phantom equity plan
· a plan that helps retain key employees by providing rewards based on the stock performance of a portfolio of promising new high tech firms
Chapter 12
Types of employee benefits
· Mandatory benefits
· Retirement income
· Health benfits
· Pay for time not worked
· Employee services
· Miscellaneous benefits
[image: ]

Retirement income
Defined benefit plan
· Provide retirement income based on a proportion of the employee’s pay at the time of retirement 

Defined contribution plan
· Provide retirement income based on  the accrued vale of employer and employee contributions to the plan.

Health Benefits 
· Supplemental health insurance 
· Dental insurance 
· Disability insurance
· Life and accident insurance
· Health care spending accounts 
Pay for time not worked 
· Vacations, holidays, and rest breaks 
· Sickness and personal absences 
· Supplemental unemployment benefits 
· Parential leaves
· Education leaves
· Severance pay
Employee services
· Employee assistance programs
· Wellness programs and recreational services
· Child and elder care services 
· Work-life balances
· Financial or legal services
· Food services
· Outplacement services 
Benefit systems
Fixed benefit system
· An employee benefit plan that provides a standard set of benefits to all those covered by the plan

Flexible benefit system
An employee benefit plan that allows employees to allocate employer-provided credits to purchase the benefits of most value to them


Pros and cons of flexible plans
Pros
· Changing demographics
· Less costly
· Family plans/ spousal benefits
Cons
· Employees understand traditional benefits, have more experience 
· Employers lose economies of scale 
· Traditional benefits appear to be more equitable 
· Administration and communication of new plan 
Designing the benefit system
1. Determine the role of indirect pay
2. Choose the process for plan design
3. Identify the benefits system and benefits to be included
4. Determine the structure of each benefit
a. Coverage, funding, eligibility 
5. Develop procedures for administering, communicating and evaluating 
Chapter 13

Preparing for implementation
1. Preparing the compensation budget 
2. Planning for compensation administration
a. Compensation system, administering the comp system, assigning responsibilities and planning the infrastructure and communicating comp info
3. Planning for information technology
4. Organizing for compensation administration

Implementating the compensation system
1. [bookmark: _GoBack]Establish the implementation task forces
2. Put the infrastructure into place
3. Test the system
4. Conduct the training
5. Communicate information on the system 
6. Launch and adjust the system 

Evaluating the compensation system 
1. Impact on compensation objectives
2. Impact on compensation costs
3. Impact on employee behaviours and attitudes
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Common Types of Employee Benefits and Services

Mandatory Benefits
+ Canada/Quebec Pension Plan

Employment Insurance
+ Workers' Compensation

Retirement Income
+ Defined Benefit Plans
+ Defined Contribution Plans
+ Hybrid Pension Plans

Health Benefits

+ Supplemental Health Insurance
- Disabilty Insurance

Life and Accident Insurance
Dental Insurance

Health Care Spending Accounts

Pay for Time Not Worked

+ Vacations, Holidays, Breaks
+ Sickness, Compassionate Absences

Supplemental Unemployment Benefits
Parental Leaves
Educational/Sabbatical Leaves
Severance Pay

Employee Services

Employee Assistance Programs
Wellness and Recreational
Child Care/Elder Care

+ Work-Life Balance
Financial/Legal Services

+ Food Services

+ Outplacement Services

Miscellaneous Benefits

Use of Company Vehicle
Product/Service Discounts
Housing/Mortgage Subsidies
Employee Savings Plans
Tuition Reimbursements
Work Clothing/Equipment





