 DHHS Pay Factor Guidelines for Career Banding
Career Banding offers managers more flexibility in determining an employee’s pay rate within a specified salary range. With this flexibility comes accountability, however, requiring managers to apply sound judgment using a set of established pay factors to justify an employee’s rate of pay. 
In Career Banding, each banded class has a statewide range that consists of a minimum rate and a maximum rate.  Within that range are three identified market rates (average pay) for the contributing, journey and advanced levels as illustrated in the example below. 
Information Technology Banded Class Example
Journey Market Rate 
                                             
         $43,500

  
     $20,000                                                    
          $65,000

 
     Minimum






Maximum





Contributing:
Journey:

Advanced:

 $36,250

$43,500

$52,200


(If graphic above does not display arrows, use “print layout” under “view” to see complete image.)
Salaries are “managed” around these three market rates depending on departmental needs, the work unit’s needs, and budget availability or constraints. For any pay increases, managers must consider the pay factors described in this document. However, managers should not give equal weight to all of the pay factors in all circumstances. Applicant and employee situations may make one or more of these factors more important in determining the pay rate. Managers may also consult with Human Resource staff experienced in applying pay factors as a resource when making pay decisions.
Important Note: Banded class pay ranges are based on statewide needs rather than department, division, facility, or work unit needs. This means that some banded classes may include advanced level competencies that apply to high-level positions that do not occur (or rarely occur) in DHHS. Managers should help their employees understand that the “advanced” level describes the type of competencies used in some jobs and is not a level of performance. For example, some employees may be able to move up from contributing to journey in a work unit, but may not be able to move up to an advanced level within that work unit because there is no need for an advanced level of these statewide competencies in their work units. Instead, employees will have some chance for advancement through the pay ranges that apply to their work unit’s needs (moving up through the journey range, for example). Employees may also move outside their work units or across pay bands to different types of jobs if they are seeking higher-level work.
There are four primary pay factors to consider when making a pay decision in career banding.  Those four pay factors are described below and spell the acronym FAIR.  Pay decisions should be made fairly taking into consideration all of the following:
1.  Financial Resources Available
Managers are very familiar with the challenge of managing within a budget, and making salary decisions is no exception. Managers must consider budget resources carefully on all pay decisions. Working with budgetary officials, managers should weigh the available resources against the other pay factors to make the best decision in meeting both long-term goals and immediate needs.

Important Note: DHHS Career Banded positions have specific competencies assigned to each level of every banded class series. Managers should have a thorough understanding of these competencies and how they are used to advertise, recruit, hire, assess, evaluate, develop, and pay our employees. Consult the DHHS Competency Library, the Banding website, and HR staff for more information. 

Managers must make sure that budgeted funds are available for a position before advertising for a new employee or promising a pay raise to an existing employee. Managers should also advertise to fill positions and pay existing staff at the appropriate level. If funds are not available, managers cannot post positions and advertise or hire at a higher rate without securing the necessary additional funds. 
     Budgeted Level for Positions

Career-banded positions can be budgeted at the following salaries:

· Contributing Market Rate (C) – The contributing level positions are usually budgeted somewhere between the minimum of the salary range and the contributing market rate for the banded class. Managers should hire at this level when the open position requires only these contributing-level competencies. If a contributing level employee is hired, the employee’s supervisor should explain the steps needed to move up to journey level in the future.
· Journey Market Rate (J) – New positions may be budgeted at the Journey Market Rate if an employee is needed with journey level competencies. This is the most common experience and competency level, so most job openings will occur at this level. 
· Advanced Market Rate (A) – New positions may be budgeted at the Advanced Market Rate if an employee is needed with advanced level competencies. Advanced level positions are often filled through internal competency level increases, i.e., moving Journey level employees to Advanced level when they demonstrate a new set of higher-level competencies through a combination of experience, training, and education. In some banded classes, the Advanced level is reserved for very high-level competencies and may not be available in all (or any) of the DHHS work units. 
Managers should work with subordinates, upper management, and consult with HR staff, as necessary, to decide what range of demonstrated competencies will be required for employees in their areas to move from one level to another, e.g., contributing to journey. 
Important Note: Employees must be able to use their new competencies within the work unit to qualify for a pay increase. Generally, employees who acquire higher-level skills or training (e.g., become proficient in a specialized skill or receive an advanced degree, certification, or training) that are not needed in the work unit cannot be paid at a higher rate if they are not using the new skills or competencies on the job. (There may be some exceptions for certain positions that have historically received pay increases for certifications. These exceptions would be noted in the Pay Plan for those particular DHHS classes.)
Some managers may decide to offer incremental (smaller) raises or larger raises, based on established milestones as employees demonstrate higher-level competencies between their current level and the next higher level. Managers must make sure that they have a plan and are allocating pay raises fairly and equitably rather than haphazardly or under changing “rules” for different employees.
2.  Appropriate Market Rate 

Jobs are only worth a certain amount in the market and generally managers should not pay significantly above the established market rate for new employees. Managers should always be aware of the established market rates for each position and level being advertised and consult with their HR offices for market salary information as necessary. 

Each banded class will have a unique minimum and maximum pay rate, as well as a contributing market rate, journey market rate, and advanced market rate. These are developed based on salary data gathered in the market for comparable roles.  An employee’s pay should be “managed” close to the market rate for their particular level of competencies (C, J or A). Managers should remember that advanced market rates do not apply to all work units. (See “Important Note” in the introduction section.)
Important Note: Managers who have trouble recruiting or retaining qualified employees in certain positions using the established Journey Market Rate, may find that the problem relates to non-competitive salary rates. This can happen in areas where many local hospitals are competing for staff, for example, or where law enforcement jobs are prevalent in a certain geographic area. When this occurs, managers can ask HR staff to research and develop a localized Market Reference Rate specific to their hard-to-fill jobs. This new Market Reference Rate may be higher than the statewide journey market rate. These rates are determined by conducting and analyzing market data gathered through in-house salary surveys or published survey reports.  Managers can consult with the HR office to request a market review.
As managers make decisions about new salary offers, it is important to understand the market value or worth of a particular job. Sometimes market dynamics can affect salary levels and managers can justify paying higher rates on a case-by-case basis. When certain competencies are in high demand in the market, they may demand a “premium” to keep these positions filled. Therefore, managers may be justified in paying a higher rate for individuals with these “hot skills”. Managers should look carefully at the competencies and skills already listed as minimum qualifications for the job, however, and make sure that they are not paying a premium for those minimum skills. 

Important Note: In instances where having to pay at a higher rate for these “hot skills” continues to be an issue, managers should ask HR to establish a higher Market Reference Rate that exceeds the established market rate (if verified by market conditions). HR regularly monitors market rates for certain jobs (see Benchmark List), but can do special reviews at the request of managers in situations like these.  
3. Internal Pay Alignment 

When determining salary decisions, managers should make an attempt to keep the pay amounts as equal as possible among peers who are doing the same work and performing at the same level in the same unit. If a manager wants to pay a new or existing employee at a higher rate than their peers, the manager must make sure that any inequities are justified by one or more of the pay factors. Managers should note that equity in the career banding system is based on all of the pay factors and not on years of service alone.  For example, a new pharmacist with the same number of years of experience as a current staff pharmacist may be paid at a higher rate because the new pharmacist has several years experience in a clinical research unit and will serve as the expert on drug interactions, etc., within the work unit.  In another example, a new employee with the same number of years of experience may be hired in a payroll unit at a lower salary than a current employee since the new employee has no experience in the specific payroll software package used in the work unit. 
When the manager becomes aware of any possible unjustified pay inequities among peers, these inequities should be investigated and resolved or justified to maintain fair treatment and to avoid legal problems based on possible discrimination or equal employment issues. The HR office is available to assist with reviews of internal pay equity issues.  
When deciding on a fair salary offer for a new employee, managers should consider the employee’s existing salary and benefit package (approximate value) compared with the market rate and benefit package for the position’s banded class level. Weighing any differences in what the applicant currently receives compared to what we can offer, the manager may decide to make some salary adjustments. Or the manager may decide that this is not an important factor compared to other pay factors, and may not need to make any adjustments. Managers may consult with HR staff for help in analyzing geographic differences in pay and benefit package comparisons.  
For example, a chosen experienced applicant may be coming to us from another state with a comparable salary but where the cost for family health insurance was significantly less than our rates. The manager may decide to add a proportionate increase to the salary offer to make up for the applicant’s increased insurance costs. In another example, a chosen experienced applicant may be coming to us from another state with a much higher salary (above the market rate for this position). The manager decides to offer our standard market rate salary and considers this a fair offer since the cost of living in our area is significantly less than in the applicant’s former state. 

4. Required Competencies 

Competencies are the knowledge, skills, abilities, and key behaviors that determine an employee’s ability to perform a job.  Competencies are the cornerstone of the Career Banding system and determine not only how a job is leveled, but how applicants are recruited and how employees are evaluated.   Therefore, it is extremely important that the competencies reflect what is expected for an individual to perform successfully in a particular job.  It is also important for those competencies to link with the goals and needs of the organization.  Since competencies are defined at the contributing, journey and advanced level, managers should make sure that any pay rates accurately reflect an employee’s competency level and the correct associated market rate.

Managers must make sure that an applicant or a current employee meets the minimum qualifications of the job, as outlined in the job specifications for that banded class. Generally, an employee who meets only the minimum requirements for the banded class is hired and paid at the contributing rate. 

In filling a new or vacant position, the manager decides on the level before posting and lists minimum and preferred qualifications as well as the pay range for the job at the appropriate contributing, journey, or advanced level. The qualifications should align with the duties and responsibilities for the job. An applicant who meets only the minimum qualifications for the banded class (contributing) is unlikely to qualify for a higher-level job (journey or advanced) and cannot be hired and paid at the higher level. The manager would have to re-post the job at the contributing level to hire an applicant with only these minimum qualifications unless the manager has included the following “qualifying” statement in the original posting. 

“If there are no applicants who have the required _______ level competencies listed in the Knowledge, Skills, Abilities, and Competencies section, management may consider other applicants who have lower _______ [or ______] level competencies at a salary range of [ xxxxx - zzzzz (or xxxxx - zzzzz)].” [Specify Journey in the first blank and Contributing in the second blank if advertised at Journey. Or specify Advanced in the first blank and Journey only in the second blank or Journey and Contributing in the second blank.] 
Managers are responsible for ensuring that the job duties and responsibilities are accurately described and relate to the work unit’s and agency’s desired outcomes. Managers must also be consistent in how they level positions as contributing, journey or advanced by carefully checking that the duties, responsibilities, and competencies are consistently applied to the correct levels.
Generally, the more education and experience a person possesses, the higher the level of competencies.  Managers should keep in mind that employees’ or applicants’ years of experience do not always equate with levels of competencies, however.  This means that two individuals working in the same class may have equal years of experience, but be at a different competency levels.  See the Internal Pay Alignment factor above for more information related to this topic. 

When individuals possess training, licensure or certifications above what is minimally required in a job, their competency levels may be higher and they may be paid at a higher rate within the pay range for that level.  Managers will make the decisions on how to weigh these higher competencies in setting the pay rate within the pay band based on the job family.  Employees cannot be paid above the pay range for the position level (contributing or journey) for competencies that they are not using (as explained in the Financial Resources factor #1 above.)  
Important Notes

Legal Issues: Beyond these four important pay factors, managers should always remember to consider important legal issues. For pay decisions, the manager should ensure that employees or potential employees are not discriminated against because of race, religion, color, creed, national origin, sex, age, political affiliation nor handicapping condition. Even if we do not intentionally discriminate against these groups, the agency is legally liable if they are adversely impacted by salary decisions.  For specific information and guidance, managers should contact their HR offices.

Informed Employees: It is important to note that an employee’s perception of pay may have a profound influence on morale and work satisfaction. Managers should make sure that all employees have a thorough understanding of the Career Banding system to avoid misconceptions that may cause problems. Managers should also vigorously support employees’ annual career-development plans to guide learning and continuous improvement in support of personal development. Review of the employee’s previous year’s Development Plan comprises an important part of the annual performance evaluation. Development planning should include information on salary growth potential, career objectives, and future promotional opportunities.
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