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i Total Compensation

Total Compensation
I

[
Nonfimancial
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Financial

The Job Job Environment

Indirect (Benefits)

Direct
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Legally Required

Voluntary

Wage and Salary

[ncentives




Developing a Pay Structure

Copyright © McGraw-Hill Education. Permission required for reproducbon of display.

Legal Requirements Market Forces Organization’s Goals
* Equal pay for equal work * Product markets * High-quality

* Minimum wage * Labor markets workforce

* Overtime pay * Cost control

* Restrictions on child labor * Equity and fairness

* Legal compliance

Pay Level Decision

Job Structure Decision
Pay Structure Decisions
* Pay rates

* Pay grades

* Pay ranges

* Pay differentials
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& Pay Equity

+Internal Equity
+External Equity

Copyright © McGraw-Hil Education. Permission required for reproduction or displa,

¥ ¥
Equity: Pay Seems Fair Inequity: Pay Seems Unfair

Your
outcomes/inputs

—_

i Pay Structure

Job Job
Evaluation . Structure \. -

/ Pay Policy ‘ Pay
R . Line : . Survey
\ 4

Pay 7-




Internal Equity:
Job Structure

i

COMPENSABLE FACTORS
JOB TITLE EXPERIENCE EDUCATION COMPLEXITY
Computer operator 40 30 40
Computer programmer 40 50 65
Systems analyst 65 60 85

TOTAL
110
155
210

E.L Define Key Jobs

Key Jobs — jobs that have
relatively stable content and are
common among many
organizations.




Pay Policy Line

Monthly Salary

Copyright & McGraw-Hill Education. Permission required for reproduction or display.
$8,000

7,000 +

6,000

=

5,000 4
4,000

3,000

2,000 4

1,000 + Job evaluation points = 315
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40 80 120 160 200 240 280
Job Evaluation Points

360

Pay Grades

Monthly Salary
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$9,000 -+ m_Current pay for job
= Pay policy line
8,000 + ¥ palicy

7,000 +

6,000 +
5,000 +
4,000 +
3,000 +

2,030‘A

1,000 4 b
110 130 150 170 190 21 230 250 270 290 310
Job Evaluation Points




i Pay Ranges

Pay ranges — a set of possible pay rates
defined by a minimum, maximum, and
midpoint of pay for employees holding a
particular job or a job within a particular
pay grade.

Red-circle rate - pay at a rate that falls
above pay range for the job.
Green-circle rate — pay at a rate that
falls below pay range for the job. 2\

Monthiy Salary
Siriil

E.L Pay Differentials

Pay differential — adjustment to a
pay rate to reflect differences in

working conditions or labor

markets.




i Compa-Ratio

Copyright © MeGraw-Hill Education. Permi

Pay Grade: 1

Midpoint of Range: $2,175 per month

Salaries of Employees in Pay Grade

Employee 1 $2,306
Employee 2 $2,066
Employee 3 $2,523
Employee 4 $2,414

Average Salary of Employees

$2,306 + $2,066 + $2,523 + $2,414 = $9,

$9,309 + 4 = $2,327.25

tssion requined for reproduction or

Average

display

N

Compa-Ratio
$2,327.25

Midpoint ~ $2,175.00

”

=1.07

Compare actual pay to pay structure.

iDeIayering (Broadbanding)

Collapsing salary
grades and ranges
into just a few wide
levels or bands,
each of which
contains a relatively
wide range of jobs
and salary levels

‘Waga Rates, Dollars

Grades and Evaluated Foints




Pay for Executives

b
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m Salary
© Bonuses

¥ Stock and
stock options

Average CEO Pay at 100 Large U.S. Companies

Case #4
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Pay Disclosure

Open Pay
VS.
Secret Pay

Case #5

;Tﬁiﬁkl:{%{ﬁﬁﬂ# PREGERR » F3E
E2PRE R £5]- EEpin M
?ﬁﬁa’f?.'?%c%:——ia,' 25 %5
T RIT A RS PR R IR
B2 ERE 2P RS ER IR LR D

Ptk A A2 A

10



i Compensation Systems

Job-based
VS.
Skill-based
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