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Establishing a cross training or pay for skills program has a lot of soft and hard benefits- improved employee
satisfaction, better job coverage, greater employee retention through a more rewarding career with more opportunity for
advancement,reduced scrap and reduced down time to name a few.

This material is reproduced from the book, Skill-Based Pay: For additional information, please purchase the
book. We will explore the foundations which underlie skill-based pay and many of the options which are
available. Every company has its own unique products, people, and work processes. What works in one
organization may or may not work in another. Much can be learned by studying what has succeeded or failed
with other companies, but a sound understanding of the many variables and principles involved in SBP is
essential to an SBP design. This book is the result of my experience with SBP design. It also includes
information from researching the literature on skill-based pay. Companies are doing SBP and are talking about
it. However, little has been committed to a practical written form which can guide would-be designers.
Organizations must do SBP themselves, but when they do it alone without knowledgeable assistance, they run
the risk of repeating mistakes they could have avoided. Getting competent outside assistance is one protection
from this problem. I hope this book provides an inexpensive way to provide a starting point for organizations
interested in SBP. It certainly is not sufficient to guide an entire design. There are simply too many variables
to explore each one fully, or to identify all the possible combinations which could exist. This book can identify
aspects of SBP to be considered in a design and suggest some possible approaches. Skill-based pay has a
purpose -- to promote learning. It is not the only way to compensate employees and it is not a system for all
situations nor one which lasts forever. It is very useful in promoting new learning. This accounts for its
popularity in start-up organizations and its association with organization redesigns. SBP systems mature as the
majority of participants either reach the limits of the system or coast to a stop somewhere along its path.
Paying for learning may eventually give way to requests to pay for performance based upon team or total
organization results. If higher skills create higher performance, this is a foreseeable development. Developing
a skill-based pay system is not a linear process. The system requires that many items be balanced. Very often
what looks promising as a way to handle one part of the system becomes impractical when meshed with other
pieces. Original ideas need to be reworked again and again. Designers of SBP can expect to travel the same
territory several times before a system takes final shape. The best systems are deceptively simple. That
simplicity is usually the result of untangling a great many hidden complexities. This book can help melt away
some of that mystery. Most skill-based pay systems have been instituted in manufacturing and processing
plants. SBP is commonly found with team systems or other participative settings. More is known about these
types of installations. For that reason, those environments will be the primary focus of examples and
discussion in this guide. Many of the ideas and cautions for those systems can be extended into other work
environments -- see the section on "SBP in the Office. For many people, learning brings an intrinsic
satisfaction from mastering new skills. Rewarding learning monetarily can support that intrinsic motivation
with extrinsic reinforcement. However, care should be taken that all learning is not equated with pay.
Employees should expect to learn as part of living. Administered incorrectly, SBP can encourage people to
expect all learning will be compensated -- "You want me to learn it, pay me for it. Keeping learning broad and
expectations high can help avoid the problem. Trying to assess minute skills and provide pay in small
increments may contribute to the problem. Skill - A skill is the knowledge and ability required to competently
perform a task. Tasks may require multiple skills. Reading, math computation, manual dexterity etc. Blueprint
interpretation, electronic systems diagnosis are higher order skills. Task - A task is a single activity performed
as part of a larger job. Assembling one component on a product or lubricating one part of a piece of equipment
would be a task. Tasks are the basic building blocks of work. Skill Block - Skill blocks consist of two basic
types. Type I combines a set of tasks which will keep one person productively working for an entire shift e.
Type II groups together a body of knowledge expertise which represents a significant learning step e.
Progression - A progression is a series of skill blocks which are related to each other to form a complete body

Page 1

DOWNLOAD PDF PAYING FOR SKILLS
of learning. Rotation - A rotation is the movement among skill blocks and within a progression. Rotations are
part of cross-training typical for Type I skill blocks. Tier - A tier contains a group of equivalent progressions
with the same beginning and ending pay rates. Within a tier, progressions will usually have the same number
of skill blocks and the same time required to complete the progression. Job - Job is a general term used to
describe what a person does during his time at work. A single task may be referred to as a job. While a person
is performing in one skill block, that may be referred to as his job. When a person performs all blocks in his
progression, the progression may also be referred to as his job. Skill-Based Pay - SBP is receiving pay based
upon acquired skills which have been competently demonstrated, and are consistently used at work. It is also
referred to as "pay for skills" PFS. Pay-for-Knowledge - PFK is receiving pay based upon completion and
measurement of required learning. Job Based Pay - Job based pay is receiving pay based upon the job task the
person is presently performing. Each job has its own rate of pay. Seniority Based Pay - Seniority based pay is
receiving pay based upon time with the firm or in a position. Performance pay may be for individuals or
groups and may be given as a permanent wage increase or as a one-time bonus. Job Evaluation - Job
evaluation determines the relative worth of a position as compared to other internal and external positions.
Common jobs are matched to similar ones in other companies and labor market prices are used to set pay
rates. Many of these compensation devices can be combined with each other to pay a single person or to create
interlocking compensation systems for different groups within a larger organization. The major components of
a skill-based pay structure include: Skill blocks are the distinct, major units of learning for which an employee
earns additional compensation. A block may contain a variety of individual skills within it. Each of these skills
may be learned and evaluated separately, but pay is earned only when the total set of skills for the block is
mastered. Intended advantages are related both to business performance and employee morale.
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PAY FOR SKILLS 25 Minutes Introduction: The success of L-SE is due largely to the involve-ment of all employees in all
aspects of the busi-ness.

More and more it is not just the effort put forth by the employee that makes them desirable, but also the
amount of job based skills the employee possesses. The Wide-Spread Use of Skill-Based Pay Systems Some
of the potential outcomes of skill-based pay systems include a flexible workforce, lowered labor costs, and
increased quality and productivity. Considering the merits of skill-based pay systems, it is obvious why about
half of the Fortune companies use them estimates are between 30 and 67 percent of the Fortune Implementing
Skill-Based Pay Systems Skill-based pay systems are based on the idea that employees will be proactive in
obtaining new, job-related skills if they are compensated for such efforts. This is a basic principle of
behavioral psychology: Actions that lead to rewards will be repeated. The underlying concept behind a
skill-based pay system is relatively simple: Newly implemented skill-based pay systems can be met with
resistance, especially from long-tenured incumbents who have continuously received pay increases based on
tenure. This can be challenging to overcome, but in most cases the tenured employees have a great deal of
job-related skills, allowing them to enter into the new pay system with a high level of compensation. To
correctly implement a skill-based pay system, it is important for the skills in the system to be job-related. For
example, a welder being rewarded for learning to use a larger, more powerful welding machine is appropriate,
but the same individual should not be compensated for learning to fix a plumbing system. Another important
aspect of a well thought out skill-based pay system is that the amount of compensation increase should be
relevant to the difficulty of the skill: Learning to construct a basic spreadsheet in Excel is not as difficult as
learning to write macros in Visual Basic, so the former should not be associated with as large of a pay increase
as the latter. The final important characteristic of an effective skill-based pay system is regular testing of skill
proficiency. When incumbents initially learn skills, they should be tested for proficiency. In most cases an
incumbent will not be as proficient with a newly acquired skill as with a skill they have possessed for an
extended period of time. Additionally, employees who do not use a skill for a long period of time may lose
proficiency. In light of both of these factors, it is important for skill proficiency to be tested at least every year.
This will allow for the pay system to more accurately reflect skill proficiency. Increased Effectiveness of
Skill-Based Pay Systems Skill increases at the individual and workforce level result from the implementation
of a skill-based pay system, both of which lead to a more productive workforce. However, some changes to
the structure of skill-based pay systems can allow for greater effectiveness. Some of these changes include:
Skills learned early in the system should be easier to learn Employees who have early success with skill-based
pay systems are more likely to continue gaining new skills. The first reward an individual receives should be
relatively large Larger rewards early in the pay system motivate employees to continue working hard to obtain
more skills, which is the ultimate goal of skill-based pay systems. Put simply, the first skill learned, regardless
of difficulty level, should be compensated at a high level, and every skill learned after that should be
compensated based on the difficulty level of the skill. If every employee received the same bonus after
obtaining his or her first skill, it will not seem unfair that an easier skill is rewarded at a greater level.
Management should encourage employees to obtain new skills as much as possible Skill-based pay systems
put the responsibility of earning pay increases in the hands of the incumbents. Some employees, especially
those new to skill-based pay systems, may not work as hard to obtain new skills. As such, it is important for
management to be supportive in giving employees the time, encouragement, and resources necessary to obtain
new skills. Skill-based pay systems, as with any compensation management strategy, can be ineffective if used
incorrectly. It is important to consider the suggestions outlined in this article before implementing a
skill-based pay system. Ultimately, the implementation of a skill-based pay system can lead to greater profits
as employees become more skilled and more proficient, allowing for them to perform their jobs more
effectively. If you pay for skills, will they learn? Skill change and maintenance under a skill-based pay system.
Journal of Management, 34 4 ,
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However, usage of such pay systems is broad but not deep. Surveys consistently show that a relatively high percentage
of firms use some form of pay for skills, knowledge, and competency, but typically with just a small percentage of the
workforce.

While management unanimously believed the idea was excellent, I was challenged as to whether or not this
constituted a Six Sigma project. The challenge had started. Establishing a cross training or pay for skills
program has a lot of soft and hard benefits- improved employee satisfaction, better job coverage, greater
employee retention through a more rewarding career with more opportunity for advancement,reduced scrap
and reduced down time to name a few. However, there are additional training costs that must be incurred. Do
those costs and benefits outweigh new hire costs? How can this be sold as a Six Sigma project? Listed below
is my approach thus far: Define In the define phase I stated some problems that production had over the prior
year due to a lack of employees trained on certain machines and certain products. When unplanned absences
or fully absorbed production capacity occurred the plant saw machine downtime, missed orders, and scrap
product attributed to operator error. I was able to put a dollar amount to occurrences and make a compelling
case that by implementing a pay for skills program these occurrences would decrease in the future and any
additional labor costs would be negated by improved quality. Measure There was a lot of data involved with
this project. I looked at employee attendance records for the prior year, scrap rates, equipment downtimes and
root causes , missed orders and production schedules attributed to capacity causes, and customer returns
attributed to human product quality. Analyze I used several different tools. I used a regression analysis to
determine what impact attendance had on missed production schedules and order shipments, given most
employees were trained on very few tasks without backup coverage. The classifications were based on
difficulty of machines, complexity of product, administrative responsibilities such as order paperwork, and
safety risk. The headcount in each classification was determined by estimated product or machine capacity
with a normal distribution graph of capacity used. Formal work instructions were created for each piece of
machinery and each mass produced item and training was conducted. Additionally employees were given
copies of their new job descriptions and understand their responsibilities in their new cross functional work
environments. Control Since the pay for skills initiative was only recently implemented I am currently in the
control phase. Tune in to a future blog entry to see my progress.
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Pay for knowledge and pay for skill compensation systems reward employees with higher pay as an incentive for the
increased knowledge or skills they acquire. Most organizations have traditionally designed their compensation systems
around specific jobs.

Skill is expertise in performing tasks; knowledge is acquired information used in performing tasks;
competencies are more-general skills or traits needed to perform tasks. Pay for SKCs is a form of
person-based pay that rewards characteristics of the person rather than the job. More common job-based pay is
based on the job the person performs, and the employees receive that pay even if they are not proficient in
their position. There are many types of SKC pay plans, some of which have been used for decades. These
include skilled-trades systems for blue-collar workers and the dual-career ladder for scientists and engineers,
both of which reward greater specialization. Others are familiar only within specific corners of the economy.
Plans vary in their goals, types of SKCs rewarded, methods of payment, conditions that fit each type, design,
and implementation processes. The variety of SKC pay plans and their unfamiliarity lead most authors to
devote an unusual amount of attention to definitions and examples. Ledford and Heneman outlines a useful
two-dimensional typology of SKC pay plans. One dimension entails the use either of bonus or base pay salary
or wage rewards. The second dimension rewards for SKC depth for specialization , breadth for flexibility ,
self-management for lean management structures , or a combination of these. The oldest and most-familiar
plans use base pay increases to reward greater depth of skill. Examples of depth systems include the
apprenticeship system for skilled-trades employees, dual-career ladders for scientists and engineers, and
progression plans for information technology. These plans are often used for front-line employees in
manufacturing, call centers, and back-office processing operations. The plans promote employee flexibility,
some degree of specialization, and self-management. The vast majority of research on pay for SKC has
focused on these multidimensional base pay plans, often in high-involvement organizations. Finally, bonus
SKC plans can be very adaptable to changing conditions. There is very little research or writing on
bonus-oriented plans, despite their promise. It is likely that different types of SKC pay plans have different
reasons for adoption, effects, implementation issues, and contingency factors. However, no comparative
research exists on different types of SKC pay systems that address these issues. There is more research on
skill-based pay plans for nonmanagement employees than for any other type. Clearly, there are many
opportunities to round out the research on SKC pay. Armstrong, Michael, and Duncan Brown. One dimension
concerns whether the plan is based on jobs, roles, or the person; the other concerns use for evaluation pay level
or pay adjustments increases. A Better Approach to Management? Argues that person-based pay, such as
skill-based pay can overcome the limitations of job-based pay and offers the potential for competitive
advantage. Outlines six design steps. Discusses challenges and research opportunities. Argues that
competency-based organization designs potentially are superior to job-based designs in mids organizations.
Examines a number of aspects of competency-based designs in addition to skill-based pay, including work
design, selection, pay for performance, training, and careers. A Poor Foundation for the New Pay. Argues for
use of person descriptions that specify what the person should know and do. Edited by Lance A. Berger and
Dorothy R. Notable for discussing how these dimensions vary for different forms of SKC pay. Society for
Human Resource Management, Best overview for practitioners. Offers a typology of SKC pay plans, with
examples of each type, use for different populations and by different types of organizations, research on
effectiveness, goals and contingency conditions, and implementation challenges. The first academic journal
article relevant to the topic is Jenkins and Lawler , and Lawler is a classic book on pay that includes a
discussion of pay for skills, focusing mostly on use in high-involvement plants. The first published survey of
multiple plans is a generally favorable study of twenty plans Gupta, et al. During the late s and early s, a
number of practitioner-oriented articles and case studies appeared. Ledford and Rivers provides an overview
of research themes on SKC pay since , finding that there was a steady if not heavy stream of thirty studies
during that period, with evidence of a maturing of research as topics became more focused and theory driven.
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Results were generally positive. Practices, Payoffs, Pitfalls and Prescriptions. American Compensation
Association, Monograph based on a study of ninety-seven SBP plans, covering a wide range of topics,
including reasons for adoption, plan characteristics, effects, and implementation issues. Pay and Organization
Development. Addison-Wesley Series on Organization Development. Includes some of the first extended
discussions of SBP. Treats it as a person-based pay system used for many professionals and some production
employees. Discusses its use as part of an organization design for a high-involvement manufacturing plant.
Pay for Skills, Knowledge, and Competencies. Overview of findings from thirty papers published between and
, examining common themes and areas of omission in these studies. Contrasts job-based, role-based, and
contribution-based competency models and suggests organizational conditions relevant to each. Argues for
competency pay to support these approaches. Using Competencies to Enhance Employee Performance. Most
plans were so new that strong conclusions about plan effectiveness were not possible. Users without a
subscription are not able to see the full content on this page. Please subscribe or login. How to Subscribe
Oxford Bibliographies Online is available by subscription and perpetual access to institutions. For more
information or to contact an Oxford Sales Representative click here.
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History and Trends. There was little academic attention to SKC pay until the s. The first academic journal article relevant
to the topic is Jenkins and Lawler , and Lawler is a classic book on pay that includes a discussion of pay for skills,
focusing mostly on use in high-involvement plants.

Broadbanding Skill-based pay refers to a pay system in which pay increases are linked to the number or depth
of skills an employee acquires and applies and it is a means of developing broader and deeper skills among the
workforce. The pay increases are usually tied to three types of skills: Skill-based pay differs in the following
respects from traditional pay systems which reflect skills differences in a structure consisting of rates of pay
for unskilled, semi-skilled and skilled workers: Skill-based pay is a person-based and not a job-based, system.
Job worth is reflected in a basic rate of pay for minimum skills, but pay progression is directly linked to skills
acquisition rather than to general pay increases applicable to all. It rewards and therefore emphasizes a broad
range of skills which makes the employee multi-skilled and therefore flexible. It positively encourages skills
development. A skill-based pay system may not necessarily reflect how well the skill is used, as this falls
within the performance component of pay. But there is nothing to prevent injecting performance criteria into
the system. In such cases the system will be more performance oriented than a structure which merely
recognizes different rates of pay for skills. The system needs to be underpinned by opportunities for training
which is critical to the success of the system. The traditional structure is not dependent on such opportunities.
Reasons For Skill-Based Pay More than ever before in industrial relations history a commonality of interests
in the skills of employees has developed between employers and employees. Skills provide employees with a
measure of protection against unemployment, as well as opportunities for higher earnings. At the same time,
skills provide employers with an important means of achieving competitiveness. Comparative advantage
based on. Such comparative advantage partly often largely depends on people - their standards of literacy and
education, work attitudes, value systems, skills and motivation. Critical today is the ability to innovate and
develop clusters of competitive enterprises in particular industries. An employee with skills is most flexible
and productive when he develops a broad range of skills, is able to learn the next higher skill, develop
analytical skills and is also able to work in a team. Training is no longer only for current competence, but is
also to prepare for the next stage of skills. Thus pay systems which promote current and future skills needs are
increasing in importance among employers. A flexible workforce, which is one that is multi-skilled, ensures
that production is not interrupted due to the narrow skills of workers, and that workers are themselves
responsible for the quality of products. It contributes to job enlargement and enrichment by breaking down
narrow job classifications. Flexibility is increased by encouraging the performance of multiple tasks. It enables
job rotation, and filling of temporary vacancies due, for instance, to absenteeism. It therefore contributes to a
leaner workforce. It enhances productivity and quality through better use of human resources. It facilitates
technological change, which may meet with resistance in a purely job-based system. The higher pay levels,
continuous training, and job enlargement through the broadening of skills, tend to reduce staff turnover.
Elimination of unnecessary jobs can result from a workplace having broad, rather than narrow, skills. It also
reduces the need for supervision. Job satisfaction is engendered through employees having greater control over
the planning and implementation of their work. Broadening of skills leads employees to develop a better
perspective of operations as a whole. It is an incentive for self-development. It provides employment security
through skills enhancement. Since the reward flows from the application of a skill and it does not reduce
opportunities for others to similarly increase their skills and earnings, there is likely to be less competition
among individuals.
Chapter 6 : Amazon Pay for Alexa Skills Overview | Amazon Pay
By Charyn Pfeuffer, www.nxgvision.com Do you have the skills to pay the bills? While increasing your overall skill set is
one of the fastest paths to a higher paycheck, certain skills pay more because they are more valuable to employers.
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Management should encourage employees to obtain new skills as much as possible Skill-based pay systems put the
responsibility of earning pay increases in the hands of the incumbents. Some employees, especially those new to
skill-based pay systems, may not work as hard to obtain new skills.
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Soft Skills to Pay the Bills is a curriculum developed by the Office of Disability Employment Policy at the U.S.
Department of Labor to help teach youth those important soft skills or workforce readiness skills. It is created for youth
development professionals as an introduction to workplace interpersonal and professional skills, targeted at.
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