Base Pay and Performing a Market Assessment Guide

Base pay is the basic salary or wage an employee earns for performing their job duties.  Base pay forms the foundation of the organization’s compensation structure and is critical in attracting, retaining, and motivating employees.

Overview of Base Pay Structure Design

· Job Evaluation: Determines the relative worth of different jobs within the organization.
· Market Analysis: Gathers information about the external labor market to determine competitive pay rates for specific jobs.
· Internal Equity: Ensures that employees are compensated fairly based on the relative value of their jobs and their contributions to the organization.
· Designing a Base Pay Structure: Utilizes both external and internal data to create a consistent approach for administering base pay that is simple to utilize and maintain.

Considerations for Base Pay Structure Design

· Organization Size: Larger companies may have more complex structures with multiple pay grades.
· Industry: Pay structures vary across industries due to market conditions and job requirements.
· Compensation Philosophy and Strategy: The organization's philosophy and strategy regarding total rewards should guide the design and implementation of the structure.
· Employee Satisfaction: The structure should be designed to motivate and satisfy employees.
· Cost-Effectiveness: The structure should be aligned with the organization's budget.

Market Pay Assessments Steps

1. Define Objectives and Scope

The first step in conducting a market base pay assessment is clearly defining its objectives and scope. Common goals include ensuring your pay practices are competitive, fair, and aligned with industry standards. The scope often covers:

· Market Positioning: Deciding whether your organization aims to lag, meet, or lead the market by targeting the 25th, 50th or 75th percentile of market data.
· Job Benchmarking: Identifying roles in the market that are comparable to your organization’s positions.


· Determine Data Sources to Utilize: Gathering relevant pay data from multiple reliable and relevant survey sources is important for validity.  Use data that reflects your organization's specific demographic profile such as the organization’s location, annual revenue, industry, and number of full-time employees.
· Internal Pay Structure Review: Comparing your organization's current pay against the market.

These elements shape the overall strategy of the assessment, ensuring it focuses on relevant areas impacting your organization.

2. Data Collection

A robust data collection process forms the foundation of a market base pay assessment. This involves gathering customizable compensation data from reputable sources, including:

· Compensation Surveys: Industry-specific surveys providing insights into salary ranges, bonuses, and benefits. At Cascade, we use survey sources tailored for both for-profit and non-profit organizations.
· Salary Databases: Third-party databases aggregating compensation information across various sectors.
· Industry Reports: Reports offering insights into compensation trends and benchmarks for specific roles or industries.

It’s important that the data used is current and relevant to the specific role, geographic location, organization size, and industry. Following best practices, it’s recommended that a minimum of three survey sources is used to establish a market-based salary range. The more specific and reliable the data, the more accurate the results.

3. Job Matching

Job matching involves comparing internal roles with equivalent roles in the external market. Key factors considered include:

· Job Responsibilities: Ensuring role responsibilities align with the market data.
· Required Skills and Experience: Comparing the required skills and experience levels between the internal role and market data.
· Job Level: Matching the organizational level and seniority of the role with external benchmarks.

This step is critical to the accuracy of the assessment, as mismatched roles can lead to inaccurate pay recommendations.  It’s imperative to look at the job details and not just the job title.



4. Compensation Analysis

With data in hand, the next step is to analyze the compensation levels, which typically includes:

· Salary Range: Determining the minimum, midpoint, and maximum of the range based on the averaged market data. 
· Internal Equity: Assessing pay consistency within your organization to ensure fairness and equity.
· Organization Comparison: Compare your organization’s current pay practices to the market data to identify any gaps.

Conclusion

By following these guidelines and considering the specific needs of your organization, you can create a data backed base pay structure that supports your business objectives and attracts and retains top talent.  Reach out to our compensation team today for expert consulting support in developing or refining yours.
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