TOTAL REWARDS

Any student use of these slides is subject to the same License Agreement that
governs the student's use of the SHRM Certification Prep System materials.
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m Total Rewards Strategy ‘
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Inputs Process Outputs
HR goals: Alignment with: Total rewards strategy:
+ Recruitment « Strategy + Compensation &
+ Engagement « Culture benefits
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- Employment laws developmental)
& regulations « Incentives (financial

& developmental)
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IPO Model ‘
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@ Key Terminology ‘

Total rewards Encompasses direct and indirect remuneration approaches that employers l
use to attract, recognize, and retain workers;
“remuneration” and “compensation and benefits” have the same meaning.

Benefits Tangible payments or services provided to broad groups of employees to
cover common issues (for example, retirement and paid time off) in
addition to those required by law.

Compensation Refers to all other financial returns (beyond any tangible benefits payments
or services), including salary and allowances.

uisites Compensation provided on an individual basis in the form of goods or
services (for example, automobiles and mobile devices).

Incentives or Payments in return for the achi of specific, time-limited, targeted

premiums objectives; often calculated as a percentage of base salary and paid as
lump sums or ongoing payments.
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SHRM Compensation Philosophy ‘

o

A short (but broad) statement documenting the
organization’s guiding principles and core values
about employee compensation

Philosophy should be: Programs offered should be:
v Equitable v Eair

v Defensible 4 Competitive

v’ Perceived as fair v’ Aligned to philosophy and

4 Fiscally sensitive policies
v Legally compliant

v Easy to communicate
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ISHRM] Compensation Philosophy ‘

1) Market Factors
Look at company size, growth stage, location, industry and employer competition. (PESTLE)

2) Employee Value Proposition
Consider your total compensation package as a powerful way to bring your company’s employee value
proposition to life.

3) Pay Range Positioning
What percentile of the market do you want to target or position yourself against as an organization?

4) Growth Opportunities It‘s Lit Fm
Smaller companies may offer rapid career growth opportunities.

5) Equity Positioning
What is the mix of cash and equity relative to the total compensation package®

6) Internal Data
Recruiters,Exit interviews, Departments?
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ISHRM] Compensation Philosophy ‘
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Salesforce: "We believe in paying employees fairly and competitively for l
the work they do. Our compensation philosophy is rooted in equal pay for ‘/ .
equal work, and we conduct annual pay equity analyses to ensure we're Equitable
living up to that commitment.” Easy to communicate

_ o _ Aligned to philosophy
Netflix: "We pay top of personal market. The basic idea is that someone is Fiscally sensitive
worth what the market says they're worth... We do not have a y )
compensation philosophy that says 'pay everyone the same.' Instead, we Legally Compliant
try to figure out what each person is worth in the market and pay them
that.”
Patagonia: "We aim to pay wages that allow employees to meet their basic Cﬂ“ a5
needs, enjoy some of life's pleasures, and save for the future — without \.‘GVQ
having to hold a second job. We benchmark against local and regional e
living wages, not just market rates." 5°‘:Y
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e Process to Develop a
SIRM Total Rewards Strategy ‘

Implementation

Assessment
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ISHRM] Evaluating a Total Rewards Strategy ‘

Is the total
rewards
strategy:

In compliance?

Compatible with the organization’s
mission and strategy?

Afit with the organization’s culture and
appropriate for the workforce?

Internally equitable?

Externally competitive?




®

Pay Strategies ‘
Log of

Controls labor costs by setting pay below that of other organizations
May be due to economic necessity; may help offset costs
Typically coupled with other benefits

Offers wages and benefits similar to that of competition
Referred to as externally competitive; most common
Lead
Offers higher wages or better benefits
Justified by higher productivity from high-quality employees

3/28/2026

Lead-Lag
Leads the market during first half of the fiscal year, lags in the
second half
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SHRRM Global Influences ‘
O Standardization versus localization l
Q Culture
O Competitive labor market
Collective bargaini ploy
representation, government mandates
Q Economic factors
O Taxation
© SHRM 2026 1"
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D Importance of Total Rewards
Strategy Communication ‘

Educating employees about the organization’s total l
rewards practices

Achieving employees’ buy-in and making them aware of
the overall value

Supporting the organization’s strategic objectives
Supporting the organization’s goals for performance
management

A total rewards program is a powerful motivator
when it is understood and accepted by employees.
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SI—RM Effective Communication of Total Rewards

Requires attention to a variety of factors, such as:

v Type of information (required and voluntary communication)
v Communication plans

v’ Direct communication

v Individualized total compensation statements

v’ Self-service technologies

v" Consistent key messages

Starts with an overarching strategy and lard i

Y
4

3/28/2026

d itation guidelines
but ad ble to or i | specificati and local diti and norms.
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SHRM Legal Compliance

Legislated by a
cooperative region

Country 1

Country 2
Laws and

Laws and

Y
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Regulations Regulations
-
Legislated by a 7
cooperative region "
pertaining to the 1
industry 1 Industry-Specific ¥ Pertaining to
V  Regulations [ the industry
\ legislated by
(N the country
~ .
Seaa=’
Country 3
Laws and
Regulations
14
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Legal Compliance Complexities

Due diligence should include an understanding of relevant:
International standards and regulations.
Extraterritorial application of national law.

Application of national laws to international-owned
subsidiaries operating within a nation’s borders.
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@ Finance and Accounting Knowledge ‘

4

Total rewards are a significant component of an organization’s
operating expenses.

Understanding key finance and accounting terms and
concepts, financial statement basics, and payroll provides
critical insights.

Partnering with finance colleagues is always helpful as well as
consulting “finance for non-finance professionals” resources.
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SHRM} Payroll Considerations ‘

o

Must be efficient, effective, and compliant.

May be delivered:
Internally
Externally (outsourced)
Hybrid of both internal and external

Payroll is closely related to many HR activities.
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ISHRM] Compensation System Design ‘

Job Job Job
Analysis Documentation Evaluation
W B =

$
81
Identifies job Creates job Establishes Establishes
tasks and descriptions/ value of jobs pay grades/
qualifications specifications within ranges
of incumbents organization
© SHRM 2026 18
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Job Documentation Elements ‘

Job description
Written description of job and essential functions and requirements

Includes tasks, KSAs, responsibilities, and reporting structure

Job specifications
Written statement of minimum qualifications necessary to perform job

Job competencies
Clusters of highly interrelated attributes, including KSAs
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Should be part of competency model
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SHRM Roles of Job Analysis in HR ‘
Workforce Mgmt PPE l
Performance Safety and
Management Health
Training Rewards
Analysis (ADDIE) Compensation
Job
. Employee
S Anglysm Relations
Buy, Build, Borrow Unions
HR m Legal
Planning i Compliance
Org Design DOL, Ul, EEOC
© SHRM ¥ 20 20
P .
Job Evaluation ‘
Determines to place and compare it

within organization as well as attract and retain employees
Supports need for total rewards strategy

Intertwined with pay equity concerns
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@ Job-Content-Based Job Evaluation ‘

Determines the relative worth and pay structure of
different jobs based on assessment of their content and
relationship to other jobs in the organization

May be:
Nonquantitative
Job ranking
Job classification
Quantitative
Point-factor system
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i Market-Based Job Evaluation ‘

SIRM
o

Determines the relative worth and pay structure of different jobs
based on their market value or the going rate in the marketplace

Sometimes called “market pricing.”
Data collection includes survey formats, survey analysis, and slotting.

Job content or internal job relationships may be secondary considerations.
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Multiple Criteria Data Analysis l




@ Remuneration Surveys ‘

Collect information on prevailing market compensation and benefits practices l

Internal surveys External surveys
Allow for more control Offer different options for
over survey technique externally published data

and data analysis

Considerations between internal and external surveys:
Internal time and expertise required
Relevance/match of external surveyed jobs to organization’s jobs
How current external survey data is
Expense associated with type of survey
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Florida Wages for: s:/I\ .onetonlin 37-2021.00?st=FL&g=Go
37-2021.00 - Pest Control Workers

e Pt e

In Florida:
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SIRM}

Salary data may need to be aged, leveled, and/or factored for geography.

‘

= Aging uses movement in market rates to adjust outdated salary data.

Pay & Benefits

Database Name Special| Top

Notice | Picks

Pay

Modeled Wage Estimates

Pay & Cost of Benefits

Employment CostIndex

Employer Costs for Employee Compensation

Benefit Incidence & Provisions

National Compensation Survey - Benefits (Beginning with
2010 data)*
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@ Global Market Survey Considerations ‘

What are the best sources of salary data?
How much information is available?

How frequently does the market change?

Does the data for the jobs available match or
compare to the ones being compared?
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SHRMI Data Analysis ‘

Salary data may need to be aged, leveled, and/or
factored for geography.
Aging uses movement in market rates to adjust outdated
salary data.

Leveling adjusts salaries when surveyed jobs are similar but
not identical to jobs in the organization.

Since wage rates will vary by location, the organization should
factor any national salary survey data for geography.
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@ Organisation for Economic Co-operation and Development ‘

(OECD)

Belgium

Find

Fina
Display all by ————
TS TS
What's New ————
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OECD360 magazine
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Benchmarking Other Sources l

Initiatives range from informal
networking and knowledge sharing to
formal engagements with private
firms.

Helps to identify gaps in policies and
procedures compared to competitors
and best practices.

Additional Information Sources

Typical sources include:

Governments (for example, ministries
of labor or government statistical
bureaus).

International organizations

(for example, International Labor
Organization).

Membership-based business
organizations (for example, employer
federations and local chambers of
commerce).

Professional, trade, and industrial
associations.
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