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CHAPTER 14 

Performance Management, 
Compensation, Benefits, 

Payroll, and the HRIS 
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INTRODUCTION 

Performance, rewards and payroll systems are 
the basic exchange between employees and 
employers 

 

Employees provide performance and in 
exchange employers provide rewards, which 
are distributed via payroll systems  
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PERFORMANCE MANAGEMENT 

• Process – within the framework of Talent 
Management 

– performance planning 

– observing performance and providing positive and 
corrective feedback 

– developing periodic performance summaries 

• Supported by periodic performance evaluations/ 
appraisals/summaries 
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MODEL OF CONTEMPORARY 
TALENT MANAGEMENT Figure 14.1 
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PERFORMANCE PLANNING 

• Define what performance means – what the 
employee is to accomplish and be expected to do, 
deliver or contribute  

• For each performance dimension 

– Develop specific outcomes and behaviors to measure 
performance 

– Set appropriate standards for each measure 

• Performance dimensions, measures and 
standards are unique to each position  

• Develop common standards for employees with 
identical job titles 
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PERFORMANCE PLANNING 

• Communicate performance dimensions, measures 
and standards to the direct report 

• Direct report sets performance goals for the 
coming year 

• Becomes the performance “contract” for the 
period 
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PERFORMANCE PLANNING AND 
RATING MODULE SCREEN Figure 14.2 
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Typical Performance Management 
DATA INPUTS 

Inputs For PM Systems Include: 

• Organizational Level – tied to business Strategies 

• Job Level – key tasks and responsibilities 

• Individual Level – performance appraisal 
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TYPICAL PM REPORTS 

• Performance Contract For Each Employee 

• Annual Summary Appraisal For Each Employee 

• Reports Include Aggregate Performance Data By 
Unit  

• Reports Comparing Aggregated Unit 
Performance With Unit Output  
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PM DATA OUTFLOW 

• Performance Data Is Used In Many HRM Decisions, 
And Will Flow Automatically Into Some Processes Or 
Be Available For Others As Needed.  

• The Performance Measure Used Is The Summary 
Performance Level For Each Employee.  

• Performance Data Used For:  
– Promotions 

– Lay-offs 

– Assignment To Training Programs  

– Developmental Assignments 

– Training And Development 

– Staffing  
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PM DECISION SUPPORT 

• The basic decision support system in the area of 
performance management is the entire system 

• Managers can track: 
– Direct Reports 

– Group Performance 

– Administrative Aspects Of PM 

• Direct reports can track their own performance 
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EXAMPLE OF RELATING PERFORMANCE 
TO COMPENSATION Figure 14.3  
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COMPENSATION 

• One of the Most Complex Topics in HRM 

– Turning To Technology For Help 

• All Compensation Programs Should Be 
Integrated  

– Consistent Message about  

• What Adds Value In The Organization 

• Type Of Behavior And Culture That Is Desired  
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COMPENSATION 

Components of compensation:  

• Base Pay 

• Merit Pay  

• Short Term Incentives 

• Long Term Incentives 

• Perquisites 

• Recognition Awards  

• Attraction/Retention Awards 
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COMPENSATION – under regulation 

• Fair Labor Standards Act (FLSA) 

– Exempt Vs. Nonexempt Workers 

– Non-Exempt Workers: 

• Must Be Paid At Least The Minimum Wage  

• Must Pay Time Worked In Excess Of 40 Hours A Week 
Overtime At A Rate Of 1.5 Times The Normal Pay 

• Must Provide Records To The Federal Government On Hours 
Worked And Regular And Overtime Pay For All Non-exempt 
Workers 

• Office of Federal Contract Compliance Programs 
(OFCCP) 



Kavanagh, Human Resource Information Systems, Third Edition©  2015 SAGE Publications, Inc.  

TYPICAL COMPENSATION DATA INPUTS 

• Internal  

– Job/ People/ Organizational 

• External  

– Market Survey, Reward Practices 

• Generated  

– Job Evaluation, Salary Structure, Merit Metrics, 
Reward Guidelines  

• Employee Group Specific Data  

– Executive Compensation, Sales Compensation, Gain-
sharing Programs 
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TYPICAL COMPENSATION REPORTS 

• Budget Reports 

• Employee Compensation Report 

• Salary Survey,  

• EEO Reports 
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COMPENSATION DATA OUTFLOWS 

• Primary Data Outflow is to Payroll  

• Audiences 

– Compensation Analysts 

– Managers 

– Benefits Analysts 

• Data sent to Federal, State And Local Agencies,  

• Rewards Survey Firms 
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COMPENSATION DECISION SUPPORT 

• The Major Rewards Decision That Has To Be Made About 
Every Employee Is How Much Should He Or She Be Paid  

• DSS Deal With: 
– Job Evaluation 
– The Use Of Market Data 
– Market Pricing 
– Building A Salary Structure 
– Developing A Merit Matrix  
– Running Incentive Programs  
– Sales Compensation 
– Executive Pay 

• Sarbanes- Oxley Act (SOX)- 2005 
• Troubled Asset relief Program (TARP) of 2009 
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SCREEN OF SALARY REVIEW MODULE 
FOR DEPARTMENT MANAGER Figure 14.4 
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BENEFITS 
• Retirement 

– Pension Plans, Defined Contribution Plans, etc.  

• Income Protection 
– Workers’ Compensation, Life Insurance, etc. 

• Medical And Other Health Benefits  
– Health, Dental, Major Medical, etc.  

• Paid Time Off 
– Vacation, Holidays, etc.  

• Miscellaneous Benefits 
– Dependent Care, Tuition Reimbursement, etc.  
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BENEFITS (CONT.) 

• Differ From Compensation 

– Employee Pays All Or Part Of The Cost Of Most Benefits 

– Most Organizations Have Some Flexibility In The Benefits 
Program 

• Growing Trend To Outsource Benefits Programs 
And Administration 

• HRIS Requirements to support Benefits can be 
Complex 
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TYPICAL BENEFITS DATA INPUTS 

• Data Supporting Relationship With Current 
And Prospective Vendors  

• Data Supporting Internal Management Of 
Benefits Programs 

• Data Supporting Employee Data Input & 
Management 

• Data Supporting Federal, State And Local Laws 
And Regulations Governing Benefit Practice  
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TYPICAL BENEFITS REPORTS 

• Required Federal and State Government Reports 

– Ex. Annual Benefits Report to Employees  

• Employee “Rewards Scorecard” 

• Web-based Access  

– View Reports Anytime/Anyplace 
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COMPENSATION AND BENEFITS 
PLANNING SCREEN Figure 14.5 
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BENEFITS DATA OUTFLOWS 

• Internal Data Flows 

– Payroll And Accounting 

• External Data Flows 

– Benefits Providers, Outsourced Benefits 
Administrators, 

– Federal, State And Local Government Agencies 

• Large Cost Savings with Electronic Transfer 

– AT&T - $15 million  
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BENEFITS DECISION SUPPORT 

• Some Overlap With Reports  

– Can generate reports which help benefits managers manage the 
complexity of benefits administration 

• Help Employees Determine what level of coverage to 
sign up for 

• By Transferring Responsibility To Employees 

– Reduced Costs  

– Reduced Administration Burden  
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PAYROLL 

• Compensation Is Transferred To Employees 

– Federal, State And Local Income And Payroll Taxes Are 
Withheld  

– Benefits Costs Borne By Employees Are Withheld.  

– Direct Deposit 

• Flawless Execution Of Payroll Is Crucial 

• Frequently Outsourced HRM Function 
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TYPICAL PAYROLL INPUTS 

Internal 

• Compensation Data 

• Benefits Data 

• Other Payroll Additions 

• Payroll Deductions Data 

• Time And Attendance Data 

External 

• Federal, State And Local 
Income And Payroll Tax 
Rules 

• Payments Made To Inactive 
Employees 

• Payments From Ex-
Employees For Continuation 
Of Benefit  
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DATA ENTRY SCREEN FOR A PAYCHECK  
Figure 14.6 
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PAYROLL TYPICAL REPORTS 

• Organization Focused 

– Current Pay for All Employees (or for a subunit 

– Types of deductions and total deductions for the 
pay period (or cumulatively) 

• Employee Focused 

– Paycheck or Direct Deposit Notification 

– Pay Details  

• External Reports 

– Federal, State And Local Agencies 

– Benefits Providers 

 



Kavanagh, Human Resource Information Systems, Third Edition©  2015 SAGE Publications, Inc.  

PAYROLL DATA OUTFLOWS 

• Payroll Data Go To: 

– Accounting 

– Federal 

– State And Local Agencies 

– Benefits Outsourcing Firms  

– Individual Benefit Program Providers.  
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PAYROLL DECISION SUPPORT 

• Payroll data are not usually used by HR or line 
managers for decision-making purposes 

  

• They are used extensively for audit purposes. 

 


