
CHAPTER 6PRIVATE 


PERSON-BASED STRUCTURES

LEARNING OBJECTIVES
1. Discuss the differences and similarities between job-based structures, skill-based plans, and competency-based plans.
2. Identify the major decisions involved in developing skill-based plans and competency-based plans.
3. Discuss the advantages and disadvantages of employee involvement in the evaluation of work.
4. Understand the key aspects associated with the administration of a job evaluation plan.
5.
Describe the key criteria to assess the usefulness of the results of each of the approaches to job evaluation
OUTLINE
I. PERSON-BASED STRUCTURES:  SKILL PLANS

A.
majority of applications of skill-based pay have been in manufacturing and assembly work, where the work can be specified and defined.

skill-based structures link pay to the depth or breadth of the skills, abilities, and knowledge a person acquires that is relevant to the work.
B. Types of Skill Plans



specialist increase knowledge over a longer period

· specialist (depth) ex. teacher

generalist plans base pay on the range of knowledge specific to a group of related jobs & responsibilities can change drastically over a short period of time

· generalist/multi-skilled (breadth) ex. carpenter

C. Purpose of the Skill-Based Structure

· supports the organization’s strategy

skills on which to base a structure need to be directly related to the organization’s objectives

· supports work flow

one main advantage of SBP is that they can more easily match people to a changing work flow

· fair to employees


employees like the potential of higher pay that comes with SBP 


it encourages employees to take control of their career development

· motivates behavior toward organization objectives

person-based plans have the potential to clarify new standards and behavioral expectations

skill-based plans encourage employees to take their responsibility more broadly, i.e. for the complete work process and its results
II. “HOW TO”:  SKILL ANALYSIS

skill analysis is a systematic process of identifying and collecting information about skills required to perform work in an organization

A.
The decisions are similar to those in designing job-based structures

1.
establish the objective of the plan
2.
determine what information to collect
3.
decide on the methods to determine and certify skills
4.
decide who should be involved
5.
evaluate usefulness of results for pay purposes
B. What information to collect?

determining the blocks of required skills is comparable to choosing compensable factors in job evaluation except that there is less uniformity in the use of person-based plans vs. job-based plans

degrees or levels of skills are created within each block


skills should be work related, promote flexible workers & be acceptable

· skill  (task)

· skill blocks  (job)

· skill category  (job family) 

C. Whom to involve?

· employees

· managers

D. Establish Certification Methods

· certification methods are necessary to determine if employees possess required skills and at what level

practices for certifying employees include:
· peer review

· on-the-job demonstration

· tests

· formal courses

· time on the job


E.
Research on Skills-based Plans

· SBPs are well-accepted by employees because the connection between plan, work and size of paycheck are recognizable

· SBPs provide strong motivation to increase skills

· key element - how well is the plan (SBP) aligned with the organization’s strategy

· plans were more viable in organizations following a defender strategy
· greatest impact on results occurs immediately after just a small amount of increased flexibility & more skills may not necessarily improve productivity

· SBP may be only short-term initiatives for specific settings, they do not appear suitable for all situations.
III. PERSON-BASED STRUCTURES:  COMPETENCIES

A.
Confusion exists over what competencies are and what they are supposed to accomplish

· are competencies a skill that can be learned and developed, or, are they a trait that is more difficult to learn and includes attitudes and motives?
· do they focus on the minimum requirements that the organization needs to stay in business, or on outstanding performance?
· are they characteristics of the organization or of the employee?


B.
Currently the answer to all of the above questions is “yes.” 



a lack of consensus means that competencies can be a number of things; consequently, they stand in danger of becoming nothing
C.
All approaches to creating a structure begin by examining the work performed in an organization

· job- and skill-based systems focus on information about specific tasks, the competency approach takes the opposite approach
· identification of competencies involves examining the organization for the underlying, broadly applicable knowledge, skills, and behaviors that form the foundation for successful work performance at any level or job in the organization
· these are core competencies, linked to an organization’s mission, objectives, values, and strategies
· competency sets begin to translate each core competency into action
· competency indicators are the observable behaviors that indicate the level of competency within each set and anchor the degree of a competency required at each level of complexity of the work
D.
Defining Competencies

Acquired through training & development

· skills (demonstration of expertise)

· knowledge (accumulated information)



Inferred from actions (controversial) – risky basis for pay (developmental)
· self concepts (attitude, values, self image)
· motives (recurrent thoughts driving behaviors)
· traits (general disposition to behave in a certain way)

E. Purpose of the Competency-Based Structure

· organization strategy

competency-based structure can be used to support an organization’s strategy

· work flow

competencies are identified to ensure that all critical needs of the firm are met and these competencies will change as conditions change

· fair to employee

allows employees to take care of their own development and by focusing on optimum (vs. average) performance, competencies help employees maintain their marketability

conversely, basing pay on personal traits that cannot be documented can be suspect & recipe for problems that need to be managed

· motivate behavior toward organizational objectives

the main appeal of competencies is the direct link to the firm’s strategy & the ability to refocusing towards core issues is a major selling point

IV.
“HOW TO”:  COMPETENCY ANALYSIS

A.
Competencies tend to be more general than skill blocks - they are the basic attributes that create value to the organization

B.
Objective

· vagueness and subjectivity of competencies make them a “risky” foundation for a pay system

· perhaps by paying for competencies is the only way to get people to pay attention to them

C.
What Information to Collect?


one approach to classify competencies involves using three categories
· personal characteristics
· visionary
· organization-specific

D.
Whom to Involve
· to gain the understanding and acceptance include representative managers and employees

· since competencies are derived from the executive leadership’s beliefs about the organization and its strategic intent, not all employees understand the connection

E.
Establish Certification Methods
· employees are paid for the relevant competencies they possess whether or not they are used

· advocates of competencies are relatively silent on the topic of certification since a process to objectively certify whether an employee possesses a competency has not been determined

F.
Resulting Structure
· competency-based structures generally are designed with relatively few levels (four to six) and relatively wide differentials for increased flexibility

· internal alignment based on competencies appears loosely linked to an organization’s strategy


G.
Research on Competencies
· debate exists on whether competencies can be translated into a measurable, objective basis for pay
· advocates of the competency-based approach indicate competencies are enhanced by the extent to which people in an organization are business-driven, focused, generative, adaptive, and values-driven

· the key is to ensure all employees share a common vision, have a clear understanding of the business dynamics, and know how and why their contributions make a difference

V.
ONE MORE TIME:  STRUCTURE

· whether procedure is job or person based, the internal pay structure should be      designed to achieve organizational objectives

VI. ADMINISTER THE PLAN

· manual with explanation

· employee acceptance of process

· communication to all employees

· appeals process

· review the plan(s)

 VII.
RESULTS:  HOW USEFUL?
A.
the usefulness of a pay structure, whether job- or person-based, should be evaluated in terms of how well it achieves its objectives.

B.
Reliability of Job Evaluation Techniques

· refers to the consistency of results
· using evaluators familiar with the work

· use of group consensus

C.
Validity

· refers to the degree to which JE assess what it’s supposed to
· “hit rates” (agreement of results with a pre-determined benchmark)

· convergence of results using a variety of methods
D.
Acceptability
· formal appeals process

· employee attitude surveys

· audits

VIII.
Bias in (Internal Structures) Job Evaluation

A. Jobholder’s gender (direct)

· differences in jobs held by men, women, and people of color, and the

accompanying pay differences, have focused attention on internal structures as a possible source of discrimination
· much of this attention has focused on job evaluation as both a potential


source of bias against women and a mechanism to reduce bias
· research indicates the following findings:


a.
evidence does not support the proposition that the gender of an




individual jobholder influences the evaluation of the job


b.
there is no evidence the job evaluator’s gender affects the results


c.
evidence indicates that compensable factors related to job content (i.e. contact with others and judgment) did reflect bias but those pertaining to employee requirements (i.e. education and experience) did not
B.
Wages criteria (indirect)


1.
the second potential source of bias affects job evaluation indirectly, through the current wages paid for jobs:
a.
job evaluation results may be biased if the jobs held predominantly by women are incorrectly underpaid
b.
job evaluation results may simply mirror any bias in the current pay rates

2.
the following are recommendations to ensure job evaluation plans are bias-free:
a.
define the compensable factors and scales to include the content of jobs held predominantly are women
b.
ensure that factor weights are not consistently biased against jobs held predominantly by women
c.
apply the plan in as bias-free a manner as feasible & ensure the job descriptions are bias-free, exclude incumbent names from the job evaluation process, and train diverse evaluators

3.
all issues concerning job evaluation also apply to skill- and competency-based plans

C.
Evaluator’s gender

IX.
THE PERFECT STRUCTURE
· sufficient ambiguity to afford flexibility and adapt to change

· too generic (insufficient detail to justify pay decisions)

· too detailed (the plan becomes rigid and inflexible)


X. 
YOUR TURN:  TARGETING TEACHERS PAY

