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The Compensation Function of the Future:
Looking Ahead to 2020

WorldatWork and Salary.com gathered data to examine how the compensation
function is evolving to meet the demands of the business environment of tomorrow.
Technology is changing, which means work is changing. New jobs are emerging, the
skills needed to succeed in existing jobs are changing, new work arrangements and
gig work are taking hold, and it's more urgent than ever to attract and retain top talent.
Compensation professionals are on the front lines of these changes, with the ability to
make or break an organization’s ability to evolve today and keep pace tomorrow.
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Executive Summary

* Currently, market pricing jobs is viewed as the most important compensation task. While there may be
expectations to see growth in the importance of Al, machine learning and predictive analytics in their
compensation processes, respondents expect activities related to creating, analyzing, interpreting and/or
presenting analytic results, pay equity and transparency to top the list of their most important responsibilities in
two to three years.

* The profile of a successful compensation professional is changing. Across all industries, respondents expect to
hire and promote more candidates with liberal arts, finance and HR-related degrees in two to three years than
they do now.

* Business acumen is expected to become the most important attribute for entry- to mid-level compensation
professionals in the future.

e Current compensation staffing ratios show that there is approximately one compensation professional for every
243 employees, and 1 in 3 expect this ratio to go up in the near future.

* More than 8 in 10 respondents expect reporting and analytics to take less time in the future — possibly due to
increased automation — while nearly 4 in 10 expect job matching, pricing and participating in surveys to take
more time in two to three years than it does now.

* Respondents expect to price fewer jobs that require market composites in the next few years — possibly
because they’re doing that work now, so those jobs should exist in salary surveys in the future.

* Job leveling and personal certifications are expected to be less important in job descriptions of the future.

* Despite many claims that Al is the wave of the future, the majority of respondents reported that their
organizations haven’t even considered using it yet, though 1 in 3 reported considering it.
salary..
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Compensation Processes in 2020:

Y Respondents see bi
More Predictive, More Transparent. P sSee big
changes coming to
Today [In 2-3 Years their use of Al,
i machine learning and
Importance of Compensation Responsibilities N | Mean | N | Mean Irihac)r:f:r::e L. g
P predictive analytics, as
Managing Al and predictive analytics processes 359| 1.98 |359| 3.21 1.23 .
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Implementing changes based on recommendations from Al or 359 358| 2.99 111 e
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Interpreting and/or presenting analytic results 360/ 3.6 |357| 4.35 0.75 bUSi ness
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Determining value of contingent/contract work 360 2.27 357- 0.58
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Administering pay increases 362| 4.15 |357| 4.1 I »
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As communication and pay transparency responsibilities
come to the forefront, compensation professionals expect
to hire and promote more candidates with liberal arts
degrees.

Importance of a candidate’s background to

hiring/promotion Despite an increasing

focus on new
technologies,

B Less emphasis Same emphasis B More emphasis d
in 2-3 years in 2-3 years in 2-3 years respondents expect to
Liberal arts degree (n=349) B 41% E——y o sl place less emphasis on
HR-related college degree (n=353) [Ell 55% [ 37% ] candidates with data
Accounting and/or tax background (n=347) N 51% [ 34% | science and
Finance/accounting degree (n=348) il 62% programming
Prior HR experience (n=352) i 66% bac‘kgrou-nds, perhaps
Master's degree in business (n=346) G 57% [ 19% | anticipating that
technology will become
Technology-related degree (n=348) II2ISGEN 62% 1804 | . ;
easler to use as It
Data science-related d =348) YA g 12%]
ata science-related degree (n ) 47% = chE s,
Technology/programming background (n=347) ISPV 39%
Bachelor's degree in business (n=350) & 80%
Prior compensation experience (n=355) 2NN 65%

Data science/analytics background (n=352) UGN 26% 38

salary..;
WorldatWork.

IN

© 2018 WorldatWork. All rights reserved.




Respondents in the Health-Care and Finance and Insurance
industries reported a higher than average projected future

emphasis on liberal arts.
Health Care

B Less emphasis @Same emphasis BMore emphasis
in 2-3 years in 2-3 years in 2- years

Liberal arts 3% 31%

Prior HR experience 9%  46%

Finance/accounting

degree ) 46%

HR-related college degree 38%

Accounting and/or tax

background PR
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Finance and Insurance

B Less emphasis @Same emphasis BMore emphasis
in 2-3 years in 2-3 years in 2- years

Liberal arts 52623%

HR-related college degree o 48%

Accounting and/or tax

background ali6

Finance/accounting

0,
degree ==

Prior HR experience 5'6 60%
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While job evaluation and market pricing currently top the list of critical
attributes for entry-level compensation professionals, general business
acumen is expected to become more important in the next few years as
compensation departments look to align with broader business objectives.

Most Critical Attributes for Entry- to Mid-Level Compensation Professionals
(n=359)

42%

Job evaluation/market pricing 16%

19%

Business acumen

| 35%

8%
704 ’ B Today

Eln 2-3 Years

Ability to build/maintain a salary structure

0,
Focus on problem solving %

418

3%

Ability to interpret analytics

. : 5%
Ability to tell a story based on analytic results 129

2%

2
Lo
S

Data science technology proficiency 11%

Note: Only items with 5% or higher response rate shown here. sularyeom"'
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A majority of respondents expect the compensation staff ratio to stay the
same in the next few years, although about 1 in 3 expect it to grow.

Expectation for Compensation Staff
Ratio in the Next Two to Three

Years
(n=303)

It will go
down
5%

Current Compensation Staff Ratio
(n=326)

1:243

It will go
up

32%
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A majority of respondents believe that the
compensation function is seen as a strategic partner
in their organization.

B Strongly Disagree Disagree B Neutral B Agree B Strongly Agree
The compensation function will play a key role in
how my organization responds to changes in work $0| ] ﬁoi I 0 o
and workforces in the next two to three years. 56% 19%
(n=350)

The compensation function will be more integrated

with the work of other rewards functions in the next bww 46% 22%

two to three years. (n=349)

The comp function is recognized as a strategic i12%| aioi I 50% 13%

partner within my organization. (n=351)

My organization places emphasis on the overall

workforce experience and/or employee/worker value illo/m 46% 17%
proposition. (n=349)

The comp function at my organization is equipped to

handle changes in workforce demographics and Ai/o 25% W 32% 7%

needs in the next two to three years. (n=350)

My organization has a plan for how to leverage &

address changes in how work gets done and who i) 23% W 31% %

will do it in the next two to three years. (n=350)

The comp function at my organization is equipped to
or is already embracing Al to improve its efficiency i 36% Mﬂﬁ

and effectiveness. (n=350)
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A majority of
respondents believe
that in the future, they
will be a driver of how
the organization will
respond to future
changes in work.
Respondents also
noted that the
compensation
function will need to
work closely with
other rewards
functions to address
these changes.

WorldatWork.




Respondents at larger organizations are more likely to see
the compensation function as a strategic partner.

The compensation function is recognized as a strategic partner in my organization

m Strongly Disagree m Disagree ® Neutral mAgree B Strongly Agree

Organizations with more than
5,000 FTEs (n=163)

Organizations with fewer than
4,999 FTEs (n=173) W
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More respondents see compensation as a strategic partner
in Health-Care and Manufacturing industries.

The compensation function is recognized as a strategic partner in my organization

m Strongly Disagree m Disagree ® Neutral mAgree B Strongly Agree

Health Care (n=37)

Manufacturing (n=38)

All Industries (n=351) 286

salary..
© 2018 WorldatWork. All rights reserved. 10 Worldatwork@.




The rapid evolution of the Manufacturing
industry is putting pressure on the
compensation function.

The comp function at my organization is equipped to

handle changes in workforce demographics and
needs in the next two to three years.

W Strongly Disagree Disagree mNeutral BAgree mEStrongly Agree

Manufacturing (n=38) i 29% | 32% \ 24% 8%

All Industries (n=351) i 25% | 32% \ 32% 7%
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Respondents in the
Manufacturing
industry lag
respondents in
other industries in
feeling ready to
address changes in
future workforce
demographics and
needs.
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Across all industries, staffing is the biggest barrier to meeting the
needs of the evolving workforce, followed closely by funding.

Attracting and retaining adequate skills and knowledge
Small staffing resources

Budget restrictions

IT support
* Outdated or nonexistent framework, systems or tools
» Slow technology growth/slow to adapt new technology

Access

Quality
Relevance

Managing priorities

salary..
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Respondents expect that reporting & analytics will take less time in the
future, while participating in surveys and job matching and pricing will

take more time.

Expectation of Time Spent on Compensation Tasks in Two
to Three Years

W Less time in 2-3 years B About the same B More time in 2-3 years

Participating in surveys (n=337)

Job matching full- or part-time jobs (n=338)

Market pricing full- or part-time jobs (n=336)

Creating salary structures, grades, and/or bands (n=338)
Evaluating and setting pay for contingent or contract work (n=336)
Maintaining/adjusting salary structures/grades/bands (h=335)
Data management (n=338)

Salary budget planning/merit budget recommendations (n=337)
Identifying or addressing pay inequities (n=337)

Ensuring regulatory compliance (n=335)

Reporting and analytics (n=336)

Presenting to internal stakeholders (n=337)

Training managers and other stakeholders (n=338)
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Organizations of different sizes see the future of
compensation work very differently.

Tasks Expected to Take Less Tasks Expected to Take More
Time in Two to Three Years Time in Two to Three Years
ReportlngI ?_nd 4% 13 6% Job matching 31%  ao
analytics 88% 2380%
Identifying or 0 L 0
address%g %ay 0% 5.9 Maintaining 2 A4.9%
inequities 56% salary structures 27%
43% ldentifying or 804
Data . 0
management o £8.9% addressing pay A3.9%
52% inequities J§ 4% 50 N
@ Organizations rganizations
with <5,000 with <5,000
Evaluating pay FTEs FTEs
for contingent A5.3% Reporting and mo izati
and contract 0 270 mOrganizations analvtics A5.3% rganizations
27% 9 y 104
work with >5,000 0 with >5,000
FTEs FTEs
salary..

© 2017 WorldatWork. All rights reserved. 14 Worldatworka-




In the future, compensation professionals expect that they’ll have
to use point-factor analysis for more new jobs than they currently
do, but believe market data composites will be less commonly
used.

Expected Number of Jobs the Compensation Department Will Need to Price
in the Future

ElLess thantoday @Aboutthe same astoday @ More than today

New jobs that require point-factor 6(1rr]|2|1y85(l)§ - 42% _
New jobs with exact or sufficient match in(rrlrlasrlgg - 62% -
Contingent/contrazcr:]t: vzv%l; _ 44% -
New jobs that require internal(ilgétilrg _ 57% .
New (hybrid) jobs that require market data corrzﬁgzi;egsj _ 31% 1I/o

salary..
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While salary surveys are expected to remain the largest source
of data for market pricing in the future, other methods are
expected to gain traction.

Sources of Salary Data Used for Market Pricing
(n=338)

86%
82%

|

Salary surveys

Aggregate market data sources/tools 59%
(employer-reported data)

|

68%

E Today

25% mIn 2-3 years

Open source data (government or other) 6%

|

. : 21%
Real-time job posting data 34%

J

Crowdsourced data tools (employee-reported 10%
data)

;

26%

Other; please specify 12?0
1%

None; we don’t/won’t do market pricing 1%

Lm0 E=
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Job tasks, along with the skills necessary to complete the job, will remain
critical to job descriptions, while leveling information and certifications
will become less so.

Importance of Elements of Job Descriptions in Two to
Three Years

mirrelevant @ Somewhat helpful ®Important ®Critical

Essential job tasks (n=337)
Knowledge, skills and abilities (n=338)
Experience (n=337)

Summary description (n=338) @6 23% [
L s ] 1%

Job leveling information (n=334) - 26%

Relevant professional certifications (n=336) . 39% _

salary...
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The vast majority of organizations aren’t using
artificial intelligence to assist the compensation
function yet, although health-care organizations
lead the pack when it comes to implementing and
embracing the use of Al.

Compensation Function’s Use of Al

Has (n=338)
implemented Has
some use of implemented
Al & fully
9% embraced the
use of Al
1%
Considering
the use of Al
32%
© 2018 WorldatWork. All rights reserved. 18

Organizations in the
Health-Care industry
lead the pack when it
comes to
implementing and
embracing the use of
Al, with 20% of
compensation
functions reporting
that they have already
implemented some
form of Al in their
CoOmp processes.
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Organizations with fewer than 5,000 employees lag large
enterprise businesses in their adoption of Al.

Comp Function’s Use of Al in Comp Function’s Use of Al in
Businesses with <5,000 FTEs Businesses with >5,000 FTEs
(n=171) . (n=163)

Has Has implemented Has Has implemented
implemented & fully embraced  implemented & fully embraced

the use of Al some use of
1% Al
10%

some use of
Al
8%

the use of Al
1%

Considering
the use of Al
30% Considering
the use of
Al

36%

salary..
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Demographics

salary..
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Experience

Years Role
(n=338) (n=335)
1-2 years

3%

rop vt | R
Upper tier - 16%
Middle manager _ 20%
Experienced nonmanager _ 24%
Compensation analyst - 9%

HR generalist with . 4%
compensation responsibility 0

salary..
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Sector .-

Government/public
sector (local, state,
federal)

8%

Private sector,
privately held
34%

salary..
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Organization Size (-

19%

16%
13% 13%
9%
8% 8%
7%
5%
I )

<100 100 to 500to 1,000to 2,500to 5,000to 10,000to 20,000to 40,000 to 100,000 or
employees 499 999 2,499 4,999 9,999 19,999 39,999 99,999 more
employees

salary..
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Industry .-,

Finance & Insurance 12%

Health Care and Social Assistance _ 11%
Consulting, Professional, Scientific and Technical
| I o
Services
Information (includes Publishing, IT Technologies, etc.) _ 5%
Educational Services _ 5%
Retail Trade _ 5%

Other

15%

salary...
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Methodology

This report summarizes the results of a June 2018 survey of WorldatWork members
that gathered data to examine how compensation function is evolving to meet the
demands of the business environment of tomorrow.

On June 20, 2018, survey invitations were sent electronically to 5,172 WorldatWork
members. The survey closed on July 9, 2018, with 486 responses. The dataset was
cleaned, resulting in a final dataset of 364 responses. In order to provide the most
accurate data possible, data was cleaned and analyzed using statistical software. Any
duplicate records were removed.

The demographics of the survey sample and the respondents are similar to the
WorldatWork membership as a whole. The typical WorldatWork member works at the
managerial level or higher in the headquarters of a large company in North America.
The frequencies or response distributions listed in the report show the number of
times or percentage of times a value appears in a dataset. Due to rounding,
frequencies of data responses provided in this survey may not total exactly 100%.

The full text of the questionnaire can be found here. A list of participating
organizations can be found here.

salary..
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https://worldatwork.org/docs/surveys/Comp+Function+of+the+Future_FINAL.pdf
https://worldatwork.org/docs/research-and-surveys/CFF0618_Participant+List_Final.pdf

Definitions

» Compensation Function: For purposes of this survey,
“compensation function” represents the department, unit(s) or
Individuals tasked with the design or administration of compensation
Brograms,_ including all aspects of fixed and variable pay (base pay,

onuses, incentives and equity). This includes all levels of dedicated
compensation professionals (€.g., analyst, managers), as a well as
HR generalists, compensation/benefits professionals (with dual
responsibility), and others who may work on the design or
administration of compensation programs.

» Artificial Intelligence (Al): For purposes of this survey, “artificial
Intelligence" is defined as the use of _comiauters or computer-
controlled robots to perform tasks or intellectual processes typically
performed by a human. Uses in HR and compensation include but
are not limited to automation of repetitive tasks, delivering more
personalized employee experiences, enhancing people analytics and
removing biases.

salary..
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Contact Us

Global Headquarters Telephone
_ 877-951-9191 (United States and Canada)
14040 N. Northsight Blvd.

+1 480-922-2020 (other countries)
Scottsdale, AZ 85260 USA

Fax

Washington, D.C., Office 480-483-8352

1100 13" St. NW, Suite 800 Email

Washington, D.C. 20005 USA customerrelations@worldatwork.org
Website

worldatwork.org
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