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Today's Agenda
* Why pay equity?
* Pay equity trends

* Eight steps to success




Why we need to talk about pay equity now

Emerging legislation

US Federal Paycheck Fairness Act

State legislation focusing on pay

transparency and salary history bans.

European Union Directive proposal
on pay analytics and transparency

Canada’s federal Pay Equity Act

Impact of the pandemic

Women and minority groups most
Impacted by job losses and reduced
income

Women also disproportionally
shouldered the care burden

Today, women in senior roles are now
1.5 times more likely than men to
think about downshifting their careers
or leaving the workforce

UK gender pay gap widens

A multi-stakeholder issue

Investor, employee and customer
pressure increases

Studies increasingly indicate the link
between diversity and company
performance

Responsible reward now part of the
‘social’ pillar of ESG

Metrics on pay equity will increasingly
become part of disclosure
requirements



A shift of approach

Reactive Proactive

C Suite, Investors,
Employees

HR and Legal

-
-
-

Ongoing and part
of every day

Point in
time analysis




Poll: Has your
organization conducted
pay equity analysis?

4 Yes, continuously

4 Yes, annually

4 Yes, every few years

4 Yes, but many years ago

 No, never

L Unsure




2022 Compensation Best Practices Research

s pay equity analysis a Why is p;;ly equity a planned or current
planned or current initiative at Initiative:
your organization?
» Central to company values: 41.3%

» Part of proactive talent strategy: 28.9%

66 . O% » Legislative compliance: 17.9%

» Response to employee feedback: 6.8%
(up from 46.2% in 2021)
» Part of ESG strategy: 5.1%



Testimonials

“Nestle made a global commitment in
2018 to make gender and pay separate.
We are going to be a pay neutral
company. As part of that, we've done
tons and tons of analysis on pay and how
gender is affecting pay. Knowing that
that's an every year commitment we've
made, we have to make sure that we
have a tool that is easily refreshable to
look at the analytics behind how gender
is impacting pay.”

Chris Lacey, Compensation
Consultant, Nestle USA

Nestle

=

Medtronic

Medtronic believes that an inclusive,
diverse, and equitable workplace is
critical for the success of any company.
They have been sharing their goals and
achievements publicly since 2019.

“‘Payscale Pay Equity software has
helped immensely. It gives me that extra
piece of something to go to the
manager... to ensure that everyone is
paid based on what they bring to the job”

Karen Tollefson, Prin HR Shared
Services Specialist, Medtronic



Step by step guide to
pay equity analysis

323t payscale



Pay Equity analysis step by step

Context, purpose, goals Perform analysis

Define scope and methodology Agree mitigation strategy

Communicate

Collect data Plan next steps

1
1
1
1

Group employees W




Set context, purpose and goals

What is your current position?

’v
-
-
-

What timeframe is What are your goals?

achievable?

Who are your
stakeholders?

Do you have the budget
for pay remediation?

Do you know the legislation
In your jurisdictions?



Define scope and methodology?

Sustainable Pay
Equality

Equal Pay Wider Pay Gaps

Equal pay for equal or The average earnings of | All employees have the
comparable work one group compared to opportunity to earn the
another same
Controlled Pay Gap
Uncontrolled Pay Gap
or Opportunity Gap




Uncontrolled gender pay gap

This “opportunity pay gap” measures median salary for all
men and all women.

Women earn

For every $1 earned by men

Source: Gender Pay Gap Report 2021

Controlled gender pay gap

This measures median salary for men and women with the
same job and qualifications.

Women earn

For every $1 earned by men



https://www.payscale.com/research-and-insights/gender-pay-gap/

Sustainable pay equality

# ad-hoc pay
Take Up on Employee
# of Requests adjustments pol ploy
. Benefit Plans
. . for Flexible
New Hire Salaries
Work

Attendance on

O Average Pay Awards
Training Programs

# of Applicants Eligibility for

Incentive
Plans

Balance of Shortlists

Recruitment Progression

# of Senior Perfqrmance
# of Successful Comparisons of Part- Leadership or Fast Against KPI
Applicants Time Staff vs. Full- Track Outcomes fecge%eavefs by
Time Staff
Performance
Rating

Distribution 14



Poll: Do you know what
your gender pay gap is?

 Yes, for both the controlled and
uncontrolled gap

4 Yes, for the uncontrolled gap (overall
regardless of job)

O Yes, for the controlled gap (employees
with the same job characteristics)

J No

L Unsure

15




How to group employees for analysis

Group employees doing like work or work that is the same or broadly similar
Use an existing job classification framework or benchmarking levels

‘Substantially similar work’ or for work of ‘equal worth’ is when work is of equal
value in terms:

« Demands of the job such as the effort involved
 Skills necessary to do the job
* The responsibility that is part of the role

Job groupings should be legally defensible



Step 4: Collect data

How will you segment your
employee population analysis?

Do you have a method for
grouping employees into
comparable or like work?

How will data impact
your goals?

How consistent and

complete is your data? What protected

characteristics data do
you have/want to collect?

What factors do you think
drive pay variance? And

what should? Which types of compensation

will you analyze?



What protected
characteristics do you
analyze for pay equity?

O Gender

0 Race/Ethnicity

Q Disability

Q Age

QLBGTQ+

O Veteran Status

J None

18



Perform analysis

) 4 o )
Explore uncontrolled gaps Model pay remediation budgets
Review average pay calculations Run pay remediation budget
to understand representation and scenarios and cost analysis to close
root cause issues pay gaps
_/ \_ _/

) 4 )
Run controlled analysis Perform PAG analysis
Use regression to understand how Explore regression and outlier
pay gaps decrease once legitimate 4 analysis model outcomes and actual pay
factors are controlled for data in the context of cohort groups

J N J




Mitigation strategies

Are the business factors that contribute
to pay variance aligned to your
compensation philosophy?

What other structural
changes are needed?

Will remediations be
part of the pay review
process or a stand-
alone review?

Review of factors that
could potentially be
biased

Consider
remediation relative
to budget availability

Test the impact of remediation
strategies on pay gaps



How to communicate

Is this the first time you have performed a Pay Equity Analysis?

Which stakeholders have been involved or informed so far and which other
stakeholders do you want to include?

How transparent are you about pay generally?
What were the results of the review?

What actions have you identified?
« Pay remediation
« Tackling structural issues
* Review of pay and people policies for pay bias



The pay transparency continuum

Share with _
individuals how All salary range Salaries
their pay is data shared shared
determined internally publicly
Pay Pay
Secrecy Transparency

No information

_ Share salary Individual
shared with range data for employee
employees current role with salaries shared
except their employee internally

own pay

How you communicate your Pay Equity Analysis outcomes will be driven by where you sit today
on the Pay Transparency Continuum and what employees currently understand about their pay.



Plan next steps

Plan next phase of analysis and any additional data required

How can you maintain pay equity between phases (new hires, progression etc.)?

Pay equity analysis can provide critical insights to advance the journey of sustainable pay
equity:
o Uncontrolled pay gap analysis will highlight vertical and occupational segregationissues

o Controlled analysis can often reveal occupational segregation issues and whether pay programs are
administered fairly

Other metrics can identify vulnerable moments in the talent lifecycle and where you people
policies and processes may be contributing to inequity



Q&A

Feel free to ask any
guestions in the chat!

Additional Pay Equity Resources:

 Pay remediation handbook

 Step by step quide to pay equity analysis

payscale - Pay equity analysis readiness guestions



https://www.payscale.com/content/whitepaper/pay_equity_audit_remediation_handbook.pdf
https://www.payscale.com/content/whitepaper/Payscale_Pay_Equity_Analysis_Step_by_Step_Guide.pdf
https://www.payscale.com/content/one-pager/Payscale_Pay_Equity_Readiness_Questions.pdf

