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Compensating and Human Resources
1. Distinguish between the following job evaluation methods:
(a) Ranking
The ranking method is one of the simplest forms of job evaluation methods where each job is compared with the other jobs in the evaluation process. According to Hagan (2013), job ranking involves placing the jobs in order from the most valuable to the least valuable through a single factor such as job complexity or competitive advantage. The advantage of this method is that it is easy to apply as well as understand it. However, it lacks defined standards of judgment between the different jobs measured. 
(b) Classification
This is another type of job evaluation method which is mainly used in the federal government. According to Hagan (2013), job classification involves measuring each job against the preexisting set of job levels that have been designed to cover all the work activities to be performed by federal government employees. As the name suggests, the classification method involves defining jobs in terms of classes and grades. Each of these grades or classes describes a job group and each grade in each class represents various levels of responsibility or difficulty of the job. One advantage of this method over the other methods is that it is simple to operate. It also provides evaluators with the standards of judgment in terms of the grade definitions. However, it is difficult to fit in complex jobs. 
(c)  Point factor
As Hagan (2013) explains, the point-factor method is the most widely used job evaluation technique in the United States and Europe. This method involves looking at the valuable components of the organization and job characteristics to pay for. Hagan (2013) suggests that this method is effective for organizations that want to ensure that job evaluation plans are based on their organizational strategy. Unlike the job ranking method, this method does not rely on the rating of the job as a whole; instead, it is based on a comparison of one factor against another. Hagan further asserts that this method examined the degree to which each factor in a job is present. One advantage of this method is that it provides for objectivity in job evaluation through the analytical process of considering the separate factors. The written evaluation process provides the organization with the objectivity in tracing, analyzing, and determining the document differences among jobs (Hagan, 2013). On the other hand, it is complex to install as well as maintain the judgment. 
2. Using specific examples, distinguish between legally required benefits that employers must offer to their employees and discretionary plans.
In the United States, whether one operates a small business or a large corporation, workplace laws that protect employees’ health and economic wellbeing are expected to be followed at all times. The benefits that are entitled to every employee can be classified as mandatory or legally required benefits or discretional benefits. Legally acquired benefits are the mandatory benefits that all employers must provide to their employees irrespective of the size of the organization (Taylor, 2019). For example, in the United States, all employees are entitled to their employers contributing to their social security fund. Also, employers must provide their employees with compensation premiums. As Taylor (2019) explains, other benefits include family and medical leave, which guarantees employees up to 12 weeks of job-protected unpaid leave if they meet specific requirements. This requirement is established under the Family and Medical Leave Act of 1993 (FMLA). This type of leave allows all employees to take up to 12 weeks in a year for specific family or medical emergency needs relating to the employee, spouse, parents, and children (Hagan, 2013). Unemployment insurance is also part of the required benefits where employers pay for the unemployment insurance taxes for their employees irrespective of whether they are working part-time or full-time. In regards to the unemployment insurance, the employer is expected to register with the state workforce agency to manage the payments. 
Discretionary benefits are the voluntary benefits offered to employees without being required by the law. According to Taylor, these non-required benefits are offered by employers to their employees as a way to attract and retain the most potentially talented employees. Some of the non-required benefits offered to employees may include supplemental insurance, retirement savings plans, life insurance, health insurance, vision, and dental care, wellness programs, development training, and telemedicine (Taylor, 2019). The non-required or discretionary benefits are based on the decisions of the employer and how much is given to the employer is solely determined by the employer. As such, depending on their job evaluation, the employer can decide how many discretionary benefits they need to offer to employees to attract and retain the staff that they deem well-suited for the jobs in the organization. 
3. (a) What are the benefits of using PFP programs?
Pay for performance (PFP) programs are an important and crucial way of creating a productivity-oriented work environment in an organization. Hagan (2013) asserts that these are powerful advantages for business organizations that consider changing or shifting to a better compensation model. Some of the benefits or advantages of these programs include motivation, flexibility, enhanced productivity, and high retention. 
As a motivating drive, PFP programs are ideal for encouraging employees to work harder. This benefit is associated with the organization acknowledging and appreciating the important role of employees in propelling the organization to its success. Hagan (2013) explains that these programs are becoming popular in both private and public sectors where they have not been traditionally accepted or applied due to their potential benefits, which include driving the employee motivation. In terms of flexibility, PFP programs provide organizations with the opportunity to set their own hours that reflect their employees’ lifestyles. The advantage of this is that it reduces the operational expenses as it is associated with less use of office space and resources. In terms of increased productivity, PFP programs are ideal for any organization with the desire to grow and improve its profitability. PFP programs motivate employees to engage and deliver more in less time; thus, increasing the organization’s income. Lastly, in retention benefits, PFP programs, through high pay jobs, attract employees who stay in the organization for a longer period. This also creates a comfortable relationship between the employees and their employers. 
(b) Describe the main challenges and problems with PFP programs.
Pay-for-performance is not accepted or suitable for everyone. Some people are skeptical about its effectiveness in motivating employees as well as retaining potentially talented staff in the organization. Some of the challenges or problems associated with these programs include the subjectivity of the performance measurement. PFP programs are suitable for work activities that can be quantified or measured such as sales. However, it is difficult to apply it in certain work responsibilities that cannot be quantified or measured such as administrative roles. Most of these kinds of work activities are not defined by achievable specific goals, which make it difficult to apply for the PFP programs as a motivational factor. Also, the PFP programs have been criticized for negatively affecting the results of an employee’s annual performance review (Hagan, 2013). Some critics find these programs not only ineffective but also irrelevant in encouraging and motivating employees’ performance. 
4. (a) Distinguish between profit-sharing, gainsharing, and employee stock option plans.
Profit Sharing-These are programs that provide employees with rewards based on the organization’s profitability. According to Merritt and Donohoe (2019), profit sharing programs provide employees with bonuses that are directly connected to the company’s overall profitability. This means that the more the company makes profits, the bigger the bonuses employees receive. 
Gainsharing-On the other hand, gainsharing is a different concept where programs receive bonuses based on the improvement on specific criteria such as productivity, higher sales, or even reduced expenses of the firm (Merritt & Donohoe, 2019). Despite the differences, both of these plans offer employees bonuses from the profits that the organization makes. 
Employee stock option plan-As Hagan (2013) explains most companies award only the top management with the stock option plans with limited number awarded to other employees. Stock options are additional pay of the upper-management which may include cash bonuses (Hagan, 2013). Such a plan includes the option that provides an executive right to purchase and own stock at a specified price within a certain designated period.  
(b) What are the advantages and limitations of each of these incentive plans?
Profit-sharing- This type of incentive plan motivates employees to work harder because they know that they will equally benefit as the organization increases its productivity and profitability. This plan also ensures that employees’ development goals are aligned with the organization’s development objectives. However, one of its limitations is that it can award even employees who are not performing as there are not specific metric criteria to be followed. 
Gainsharing- This incentive plan also provides employees with the motivation to stay in the organization for a longer period. It is also effective because it ensures that the organization identifies employees who are working hard. However, the metrics used in gainsharing do not factor in the external factors that may influence performance; thus, genuinely hardworking employees may be denied bonuses. 
Employee stock option plan- Like the other plans, this incentive plan also motivates employees to stay in the organization for a longer period as they are guaranteed benefits. With this incentive plan, employees will work hard to ensure that the organization’s stock value improves because if the firm benefits, they also benefit. However, the problem with this incentive plan is that it targets only the top management and do not give in an account of hardworking employees in the lower levels.
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