Autumn 2010
A personal review of some
current HR & pay topics

Where are we now ?

A number of my assignments in the intervening period since my last
newsletter (much too long a gap but | do have a blog to write
(http://hobsonconsulting.wordpress.com/) have been concerned with senior
team pay and roles in publicly-funded organisations. Many of these are not
technically public sector but are still funded by what can be seen as public
money. Higher education institutions and the various advisory or accredita-
tion bodies in that sector are such examples. These organisations and others
with a similar link to public money are likely to share the pain, and publicity,
promised for taxpayer-funded senior pay in the post-recession, post-election,
post-coalition world.

Senior pay, both salary and bonuses, in particular has caught the public
attention. Politicians and the media love to lock on to broad brush compari-
sons. Where once Wales was the favourite yardstick; as in ‘Mbongoland, a
region twice the size of Wales' the Prime Minister's salary is now the measure
of choice for fat cat pay, as in 'The Council Chief Executive, who is paid even
more than the PM.." Why that is an appropriate reference is never explained,
especially as the quoted figure of £147,000 is just the extra he gets for
being PM (you cannot be PM without being an MP and he gets that salary as
well).

On the back of this, and the media storm around
MP's expenses, is the new mantra of openness. Execu-
tive team salaries, even though most were available in
annual accounts, are somehow to be made even more
public in the hope that this will drive down pay levels. |
fear it is more likely to drive up the bottom than bring ~
down the top.

Anyone paid anything to which the label bonus can be applied is deemed
to be defrauding the taxpayer and getting money for nothing. In most cases,
especially in the Civil Service, these payments are primarily performance-relat-
ed pay. Typically paid from a bonus pool, they constitute a re-earnable ele-
ment of pay that may go up or down, or even be removed, on the basis of
personal performance. As the pool is normally a regular percentage of the
paybill it would be hard to cancel the bonuses without incorporating the
money saved into basic pay. Thus no saving and one less incentive to work
harder or smarter than your colleagues.
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Open Pay

More than once, in my blog, |
have commented on the current
clamour to publish the pay and
expenses claimed by anyone paid
from the public purse. Proponents
believe that such openness will
somehow shame those paid the
most to accept less. More likely,
those modestly paid will use the
new information to argue they are
not being treated fairly. Whatever
your view on that there is ever-
increasing pressure for
‘transparent’ pay structures. If you
do not want to be forced into a
simplified, discretion-free pay
structure just because you cannot
prove the present one fair carry
out a pay system health check
along the lines below:

. Grade structure. Most
organisations group jobs into
some form of structure. Organisa-
tions approach this in many ways
most of which are perfectly fine
provided your processes are ro-
bust and consistent. How do you
assign new jobs to grades or re-
grade posts if responsibilities
change? Even in organisations
using formal job evaluation sys-
tems the rigour that went into
developing the system can easily
slip over time and an undefenda-
ble degree of subjective judge-
ment creep in.

. Salary structure. Do you
assign salary ranges to each grade
or band? Do you always keep to
that? How do people move
through the range and will you be
happy to justify that against a
claim? Even where traditional
incremental systems are used few
now insist on all recruitment be-
ing at the range minimum. So can
you defend recruitment salaries
and the subsequent time taken
for any anomalies to level out?

° Performance links. Organ-
isations link performance into pay
in a variety of ways; speed of pay

progression, bonuses, promotions
and many more. The more open
the pay system the more likely
you are to be challenged about
the relative treatment of different
individuals. Most people accept,
at least inwardly, an assessment
that is realistic and arrived at fair-
ly. So review the assessment proc-
ess to make sure it is valid,
conformed to and consistently
applied.

. Consider the psychology.
Depending on where you are
now, moving to a position of
greater openness about pay will
be quite a shock for some, espe-
cially managers. Lack of under-
standing, and commitment, by
managers is the biggest single
reason HR systems fail. If you
suddenly start publishing, in one

form or another, data that calls
into question their many pay-re-
lated decisions - conscious and
subconscious - you run a great
many risks not least the reputa-
tion of the HR Department.

. Write it down. Within all
these aspects the most important
factor is to make sure that every-
thing is properly documented and
that all decisions, especially those
that involve an apparent excep-
tion to policy, are properly re-
corded and retained. A good
example is job offers to external
candidates that are high in a scale
or more than current employees
in the same job or grade. These
differences can be very hard to
justify later on if you have not
recorded the facts and rationale
used at the time. [

Keeping notes

The article above stresses the impor-
tance of keeping a written record of the reasons
for a particular salary offer to recruits as a safeguard
against future equality claims, The recent Equality Act
makes it more necessary than ever to keep notes covering all
aspects of the recruitment and interview process. But do be care-
ful that what is written down is accurate, relevant and temperate.
Unsuccesstul candiaates, if they think they have a complaint, are
entitled to see the notes. This might make you think you would be
safer not writing anything down, but you won't

Keeping file notes is something that not all HR departments are
as good at as they should be. Whenever you have a meeting with

an employee that is anything to do with their employment or

employment conditions whether instigated by you or them, it
IS important to place a brief factual summary of the meet-
ing on their file. | know of a number of potentially ex-
pensive tribunal cases that were ‘saved’ because
the HR professional in question could pro-

auce file notes of discussions held
months before.




Talent management

A recent client enquiry, and
the general theme of this newslet-
ter, prompt me to return to a
topic | have discussed before: the
relationship between salary prac-
tice, recruitment and hanging
onto good staff in difficult cir-
cumstances.

At present most organisa-
tions can be said to be in difficult
circumstances of one sort or an-
other and have needed to put
restrictions on pay increases.
Small percentage pay reviews will
always encourage
itchy feet and it is
the most ambitious
(usually also the
ablest) whose feet
get the itchiest.
Luckily the current
low level of recruit-
ment advertising
counterbalances this but there
still are jobs out there and it is
your best staff who are most like-
ly to get them:; particularly if you
are in sectors where external ad-
vertising of all vacancies is stand-
ard practice.

So what to do about it? How
can you keep good staff well-
motivated for as long as possible?
Large organisations will have for-
mal talent management schemes
in which those identified with
potential will be nominated for
centrally-run development pro-
grammes and the like. In the bet-
ter schemes those not so
nominated still have their devel-
opment potential recorded on
their appraisal forms,

Even in the best of times
organisations struggle to convince
ambitious staff that it is worth
hanging around for the next pro-
motion. High-flyers often think
they are ready to move on long
before the company thinks they
are. They cannot see the next

B

internal move not understanding
that it is rare for the company to
know of a potential promotion
much more than one month ear-
lier than the internal candidate
who eventually takes it.

My potential client was a
small charity with a workforce
that was relatively young and
about 75 per cent graduates.
They wanted to benchmark their
salary levels to improve retention.
In the end they decided not to
use any outside help so | did not
get to find out whether their sala-
ry levels really were low but |
suspect that was not the problem.
Small organisations
cannot easily run a
large company-style
fast-track scheme
but there is much
g they can do to max-
| imise the time that
## good staff stay and

~ the benefits to both
parties during that period.

If you are not going to be
able to offer an ambitious person
several rungs on their career lad-
der then accept that fact and
work around it. Five tips:

1) Start at recruitment. Make
sure your person Specs,
advertising, and inter-
views are structured to
identify those with the
appropriate personal
qualities and potential
rather than look for
clones of the person
who has just left. Such
people can probably be
recruited at the bottom of the
scale thus leaving more room for
salary growth. They will be more
eager, better motivated and stay
the course longer than someone
for whom the job was really a
sideways step and who had to be
paid at the top of the scale.

2) When you do have a va-
cancy make sure you give full and
fair consideration to those you

already have (as in step one). It is
all too easy to focus on the limi-
tations of current staff while be-
ing over-optimistic about external
applicants.

3) Provide good training and
development. People will stay
longer if they think they are en-
hancing their CV by doing so. If
you can afford formal training or
further education courses that
lead to qualifications: great. But if
not be on the lookout for project
work and other one-off tasks to
develop initiative and experience
and to engender a feeling of be-
ing wanted.

4) Get your managers on-
side. Someone working for a
manager who gives good feed-
back and encouragement, who
looks out for opportunities for
project work and who has the
confidence to delegate without
feeling threatened will be far less
likely to search the job ads.

5) Make sure the salary
structure helps. Where possible
introduce some form of career
grading that allows people to
move up the ranks as they gain
experience and judgment without
necessarily having to move desks.
The sort of roles where
knowing what to do and
how to do it is more
y important than what is
B written in the job de-

| scription. Much of HR,
§ for example, is like this.
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STT & TTS

As someone who spends a
lot of their working time produc-
ing text the
fact that |
never learned
to type really
slows me
down. So for a
year now |
have been
using speech to text (SST) soft-
ware - and it's brilliant. | remem-
ber trying it a few years ago and
getting fed up with the time | was
supposed to spend educating the
software to my own vocabulary
and, less than perfect, diction.

| bought Dragon Natural-
lySpeaking version 10 (I see there
is now a version 11) for a little
over £50 from a reseller. When |
first got it it only took about half
an hour of 'training' and | was
away. Recently | changed to a
new computer using Windows 7

so had to reinstall from scratch.
This time | did not bother with
the training and found that
straight away it worked just as
well as on my old XP machine.

The benefits, apart from the
obvious one not having to type
so much, are that | do not loose
my train of thought as | search for
the next key to hit and that when
filling in forms, boxes in tables or
cells in a spreadsheet | can just
move from one to the next using
the tab key and then speak the
entry.

Not having being RADA
trained it does misinterpret the
odd word (but also correctly
hears some quite obscure ones).
When this happens with an im-
portant word you tend to spot it
straight away and either say
"scratch that" and try again or
type over it.

However, you do not al-
ways spot the small mistakes as
you go along and that is where
TTS comes in. Text-to-speech is

/

Remuneration committees

something | have used for a long
time and it's brilliant for helping
you spot those minor errors that
are so easy to miss: an inappro-
priate 'not', a missing plural 's' or
where assess has become asses.
On my XP machine | used a small
freeware utility called speakclip-
board but that has not been up-
dated for Win 7 and | am
struggling slightly to find a simple
replacement.

| use STT software because
| can't type very well but it is also
intended for those with some sort
of disability. Consequently it un-
derstands lots of instructions you
would normally perform using the
mouse. For example, you can
move between open windows or
open another program simply by
voice. Exploring these options can
be quite good fun.

| hear there is an App ver-
sion for the iPhone - great for
thumb-free texting. I

N

Earlier this year the CIPD launched a 10-point set of guidelines to
help HR Directors and Remuneration Committees set executive remunera-
tion. The guidelines are considered and temperate and avoid the tempta-
tion to rush to simplistic solutions (unlike much press and political
comment). The first four points discuss the appropriate characteristics of
executive reward structures and, in particular, the variable elements and
the need to avoid schemes that encourage inappropriate risk taking. All
good stuff.

Interestingly, the remaining six points focus on the role and responsi-
bilities of remuneration committees. They discuss the factors they should
take into account, stress the need for the committee to be knowledgeable
on reward matters, if necessary, calling upon appropriate independent
expert advice (my favourite, that one) and to be prepared to exercise
judgment.

Remuneration committees are not just found in FTSE companies with
fat cat bonuses. Many of my assignments are for not-for-profit organisa-
tions, charities and a variety of agencies and educational organisations.
that report to trustee boards with remuneration subcommittees. Here
committee members come from a wider variety of backgrounds than
many in the private sector. The can be less comfortable with performance

linkages and other concepts typical in executive pay. Although

written with the private sector in mind the CIPD guidance is
just as relevant in the not-for-profit world []
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