
CHAPTER 5PRIVATE 

EVALUATING WORK: JOB EVALUATION

LEARNING OBJECTIVES
1. Discuss the relationship between internal alignment, job analysis, job evaluation, and job structure.
2. Identify the major decisions involved in job evaluation.
3. Compare the advantages and disadvantages of the most common job evaluation methods.
4. Explain the six (6) steps in a point plan, the most commonly used job evaluation method.
5. Describe the key roles of managers, employees, and committees in the job evaluation process.
6. Understand the necessity of balancing tight control versus flexibility related to the use of techniques to achieve internal alignment.

OUTLINE
I.
JOB-BASED STRUCTURES: JOB EVALUATION

· definition:
systematic procedure to designed to establish pay



differentials among jobs within a single employer

· evaluation:
job focused content, KSAs, organizational culture, value 



to organization & external market forces

II.
DEFINING JOB EVALUATION:  CONTENT, VALUE, AND EXTERNAL MARKET LINKS  
· the potential to blend both internal & external forces is both a strength and a challenge to job evaluation

· distinction between content and value of the work

· linking content of work with external market

· aspects of measurement and administration


A.
Content and Value


1.
Perspectives differ on whether job evaluation is based on job content or job value



a.
Internal alignment based on content orders jobs on the basis of the skills required for the job, its duties, and responsibilities



job content:
KSAs, responsibilities required for the job




b.
A structure based on job value orders jobs on the basis of the relative contribution of the skills, duties, and responsibilities of each job to the organization’s goals



job value:
determined through organizational contributions, 





market comparisons, collective bargaining process




Structure based on content may differ from structure based on value


ex.
Value of trainer in a manufacturing company that generates income through sales is different than the value of trainer who works in a consulting company were sales are generated through training seminars

2.
Job content matters, but it is not the only basis for pay
3.
Job value may also include the job’s value in the external market (exchange value)
4.
In addition, the value added by the same work may be more (or less) in one organization than in another.
5.
There is not necessarily a one-to-one correspondence between internal job value and pay rates.


B.
Linking Content with the External Market

job evaluation integrates job content and internal value (internal labor market) with the external labor market (pay rates)



a.
ex.  if higher skill levels or willingness to work closely with customers commands higher wages in the labor market, then skill level and nature of customer contacts become useful criteria for establishing differences among jobs
there is disagreement, another view claims that job evaluation establishes the relative value of jobs based on their content, independent of a link to the market.


C.
“Measure for Measure” vs. Much Ado about Nothing”:  Measurement and Administrative Procedure


1.
The issue is whether job evaluation should be viewed as a measurement or as an administrative procedure




job evaluation seen as:

· measuring tool that is objective, quantitative, measurable, reliable

· if viewed as an administrative process, then need to ensure involvement, commitment and gain acceptance

III.
MAJOR DECISIONS
The major job evaluation decisions include:
· Establish the purpose
· Decide whether to use single or multiple plans
· Choose among alternative methods
· Obtain involvement of relevant stakeholders
· Evaluate usefulness of the results

A.
Establish the Purpose


Reasons for implementing job evaluation plan:

· establish orderly, rational, systematic structure of jobs based on worth to the organization

· to justify existing plan or develop one that is internally equitable

· to assist with setting of pay rates and be competitive externally

· provide rational basis for negotiations with unions

· identify ladder of progression for future promotions, salary increases

· comply with equal pay and other legislation for determining pay



differentials according to job content

· develop a base for merit or pay-for-performance program

· help set rate for new, unique or changing job


B.
Single versus Multiple Plans


single:

same factors used to evaluate all job families in the firm. needed to provide true comparison of jobs within an firm





ex.  Hay method for all non-faculty staff



multiple:
improves ability to design category specific compensable

factors (more acceptable).  ex.  Hay method for APT staff





versus modified Colgate system for classified jobs


C.
Choosing among Alternative Methods
· ranking

· classification

· factor comparison

· point method



IV.
RANKING
· simple, fast, less expensive

· reliability in question since use of poorly defined criterion

· need good knowledge of all jobs to use ranking

· applicability limited to smaller organizations

· difficult to communicate to employee and defend legally

· hard to determine differentials based on ranking

1.  straight ranking

2.  alternate ranking

3.  paired comparison

V.
CLASSIFICATION
· involves slotting jobs into broad categories

· inclusion of benchmark jobs to aid slotting/classification


A.
The approach involves the following steps:
· determine the number of classes to cover all the jobs included in the job evaluation study

· develop class descriptions:
· these descriptions define the boundaries between each class

· each class is described in such a way to capture sufficient work detail yet must be general enough to minimize the difficulty in slotting a job into its appropriate class

· the classes may be further described by including titles of benchmark jobs that fall into each class

· compare the job descriptions to the class descriptions to decide which class is the best fit for each job
· the job descriptions are not only compared to the class descriptions and benchmark jobs but should be compared to each other to ensure that jobs within each class are more similar to each other than jobs in adjacent classes
B.
The outcome is a job structure composed of a series of classes with several jobs in each class

· the jobs in each class are considered to be equal (similar) work and will be paid equally
· jobs in different classes should be dissimilar and may have different pay rates

C.
The Federal Government's General Schedule (18 classes/grades using 9 factors used to classify jobs)

VI.
FACTOR COMPARISON
· jobs compared against other jobs on the basis of how much of some 
            compensable factor they possess

· one of the most complex job evaluation systems


Steps involved:


i.
conduct job analysis


ii.
select benchmark (key) jobs


iii.
rank benchmark jobs on each compensable factor (source of value)


iv.
allocate benchmark wages across factors


v.
compare factor and wage allocation ranks


vi.
construct the job comparison scale


vi.
apply the scale



Advantages of factor comparison:

· more reliable than ranking or classification

· addresses both internal and external equity issues at the same time



Drawbacks of factor comparison:

· extensive training needed in order to use it effectively

· in periods of inflation, as dollar values change, whole system has to be changed

· market rates tend to change differently for different jobs

· not all jobs can be analyzed accurately in terms of the traditional five compensable factors used

VII.
POINT METHOD
· choose compensable factors  (ex. education, experience, responsibility)

· develop numerically scaled factor degrees  (refer to overhead)

· decide on the total number of points to be used ( ex. 1000 points)

· weight compensable factors  (look at key jobs)

· assign points to each compensable factor (source of value)

· assign points to each level within factor (ie. factor degrees)

· compare jobs to scales and assign points to each job for each factor

· total factor points and compare for an idea of relative worth



To calculate equal intervals:




 (MAX - MIN)

MAX:  highest value on the scale



I  =  ---------------------

MIN:   lowest scale value




     (N - 1)


N:
  total # of scale intervals



Advantages of point method:

· greater reliability and immunity to market fluctuations

· changes in jobs can be accommodated

· once created the scales are relatively easy to use

· points assigned give differences in value and also indicate size


Shortcomings of point method:

· point method is expensive and time-consuming to develop

· accuracy of the scales can be questioned

· reinforces bureaucratic hierarchy

· focuses too heavily on internal pay relationships

· reinforces the idea that people are worth what they do

· reward dishonest job descriptions and point grabbing behavior

· creates pay increases tied to promotions and thus spends money reinforcing promotion rather than skill acquisition


A.
Conduct Job Analysis

· forms the basis of selecting compensable factors from key jobs


B.
Determine Compensable Factors

· decide what factors are valued in the jobs (to the organization)

· should be work related and acceptable to all relevant parties 

work related:  chosen factors reflect work performed in the firm
business related:  those consistent with firm’s values & strategy


stakeholder acceptability:   factors acceptable to all involved 



OR


C.
Determine Compensable Factors

· follow an existing /standard plan (ex. Hay method)

· custom tailor your own


D.
Establish Factor Scales

· determine scaled values for degrees within each factor

· concern arises over maintaining equal scaling in factor degrees

· limit number of degrees to reflect distinguishing differences

· use comprehensible terminology (ie. avoid highly technical terms)

· helpful to use key jobs as examples


E.
Derive Factor Weights (according to importance)

· weights reflect importance of particular compensable factors (can be  done either through committee judgement or statistical analysis)


F.
Criterion Pay Structure

· this step is key since the weights are based upon it & benchmark jobs form the basis for pay structure (also current wages, market wages, predominantly male jobs, union rates influence structure)



Definition of key (benchmark) jobs:

· Key jobs should be readily definable and all aspects of the job should be describable in common English.

· Key job should be common in the marketplace.  Many organizations should employ people in a key job.

· Key jobs should vary in terms of job requirements and in terms of compensable factors.

· Key jobs should represent all salary levels within the organization.

· Key jobs should not be in the process of changing - should be stable.

· Group of key jobs should account for a sizable part of the employee population.

· Entry level jobs and other jobs with which the employer faces market competition will ordinarily be treated as key jobs.

· Key jobs for an organization will probably include any jobs which the organization is having problems with in terms of hiring or turnover.

· Key jobs should probably include some jobs traditionally used on wage and salary surveys.

G. Communicate the Plan and Train Users

· prepare a manual so others can use the plan

· train users on how to apply plan and information  related to how the plan fits into the organization’s total pay system

· employee acceptance of process is crucial
H. Apply to Nonbenchmark Jobs

· necessary to combine factor scales and  weights to translate them to    actual job points


I.
Single-Factor Systems
· at times unconvincing in its ability to completely capture value/worth of job


J.
Controversy over job evaluation

· which one of the many methods to use?

· should more than one method be used?

· does job evaluation do what it purports to do (construct validity)?

· is it useful in minimizing or eliminating unjust/illegal pay practices?

· does it cover up or promote unjust/illegal pay practices?

VIII. WHO SHOULD BE INVOLVED?

A. The Design Process Matters

· an issue of procedure over result (procedural>distributive) likely to achieve employee commitment, trust & acceptance of results

B. Appeals/Review Procedures

· need to ensure procedural equity (no plan anticipates all situations)

C. “I Know I Speak for All of Us When I Say I Speak for All of Us”

· in addition to assessing the worth of a job, the  entire job evaluation process  reflects the  political & social context within the org.(ex.  more powerful depts.,  more successful in using appeals process to get jobs paid more or reclassified vs. weaker depts.)

IX. FINAL RESULT: STRUCTURE

· job analysis,  job description, job evaluation; a hierarchy of work

X.
BALANCING CONTROL & CHAOS

· need sufficient ambiguity to afford flexibility  to adapt to changing       conditions but too generic may not provide sufficient detail to justify pay        decisions

XI.
YOUR TURN:  JOB EVALUATION FOR THE STATE
