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Between March and May 2020,  
Korn Ferry conducted pulse surveys 
with 7,660 respondents from 99 
countries to gauge the impact of 
COVID-19 on rewards and benefits. 
Our research identified five key areas, 
including external benchmarking, in 
which organizations plan to implement 
significant changes over the next 
six months to two years.

MAPPING THE 
CHANGING WORLD 
OF REWARDS 

Key focus areas:

11 Fit-for-purpose total 
rewards strategy.

2 Performance 
management 
programs.

33 Short-term incentive/
bonus pay design.

44 Job architecture, job 
evaluation and career 
development frameworks.

5 External pay 
benchmarking 
processes.

In challenging economic times, it is 
important to be reflective and more 
internally focused in matters of reward 
management to ensure the changes you 
make are right for your business. But it 
is also important to maintain sight of the 
external market, especially when it comes 
to key roles, hot jobs, and staying ahead  
of the competition. Without this dual focus, 
an organization cannot rationalize how 
to pay its most differentiated source of 
competitive advantage—its people. 

Our research has identified external benchmarking  
as one of the top five areas of focus for organizations 
over the next six months to two years. This is 
unsurprising after a period where organizations have 
had to make swift decisions regarding salary cuts, 
salary increase deferrals, furloughs, and layoffs to 
remain fiscally viable during the pandemic. In addition, 
employees are talking about rewards more frequently, 
more transparently and in greater detail than before, 
and organizations are seeking to strengthen their 
overall value proposition to employees.

Organizations around the world have also told us that 
their benchmarking processes and competitiveness 
strategies will evolve. In particular, organizations 
are moving away from overly mechanical market 
benchmarking postures towards a more thoughtful, 
multi-faceted approach. This move is being driven  
by a confluence of factors. Not just the tough  
economy but also the rapidly changing nature  
of jobs, complexity of today’s organization  
structures, and the ongoing volatility of  
the business environment that all make  
overly simplistic benchmarking processes  
less effective and less viable than ever.

Below we look at six important ways in which 
organizations will be evolving their strategies  
over the coming months and years.
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How does an organization determine the 
true value of work? Many, particularly in 
North America, believe exclusively in market 
pricing. In other words, “We pay whatever 
the market pays”. This strategy depends 
on the organization’s ability to externally 
benchmark its roles. But many struggle to 
do this effectively—and the larger and more 
complex the organization, the more of a 
struggle it becomes. For most, around 50% 
of their jobs are unmatchable using traditional 
benchmarking surveys. For some Fortune 200 
organizations, as many as 80% of jobs cannot 
be matched.1

Why is this? One reason is because jobs are 
changing more rapidly than ever, as technology 
evolves and new capabilities continue to 
emerge. The notion of a “survey benchmark 
job” that remains stable across organizations 
and over time is becoming increasingly 
outdated. The pandemic has accelerated this 
trend with organizations having to rethink how 
work is deployed within employee populations 
virtually overnight.

Another reason is the way in which 
work is structured, which increasingly 
varies from organization to organization— 
a trend that is, again, only likely to accelerate 
as businesses respond to COVID-19 and 
resulting shifts in business models. Take the 
classic General Manager role. The competencies 
and accountabilities attached to this job are 
likely to vary widely between organizations 
and, in some cases, between locations or 
functions within an organization. Using a 
traditional benchmarking job model, you risk 
significantly over- or under-valuing the work 
done by matching it to a very different kind 
of General Manager role.

As survey job models become less effective, 
we see organizations focusing increasingly 
on consistent job leveling and talent 
assessment processes. Here, roles are sized 
by job content and job level, not simply 
job title. How much know-how does the 
role require? How much problem-solving 
is involved? How much accountability does  
the job really have? By evaluating each of  
these factors, organizations can arrive at  
a more accurate estimation of the true size 
and complexity of the role.

11 Rethinking the  
“job model” approach 
to benchmarking.
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1.  Scott, D., Sperling, R., McMullen, T., & Wallace, M. (2003). Linking Compensation Policies and Programs to Organizational Effectiveness. WorldatWork Journal, 
fourth quarter 2003.
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In the past, we have seen organizations— 
particularly in the US—use many surveys for 
many jobs (with many of them of questionable 
quality). However, the value gained by using a 
dozen surveys as opposed to half a dozen is 
marginal at best. Increasingly, organizations 
are preferring to use a smaller number of 
higher-quality surveys covering a broader 
benchmark sample of data across functions, 
levels, and geographies. They are also focused 
on identifying and using only the top two or 
three global vendors of reward information. 
Why? First, because it enables them to 
achieve economies of scale and better price 
points. Second, because the larger, global 
providers tend to have more robust data intake, 
analytic and reporting processes than their 
local boutique counterparts. Third, because 
they offer ways to leverage data sources 
from multiple survey information vendors. 

All in all, this means that organizations who use 
larger global providers are able to benchmark 
in a more cost-effective, consistent, accurate, 
and representative way.

Another trend we are seeing is for organizations 
to benchmark the aggregate investment in their 
pay programs rather than doing a job-by-job 
comparison of competitiveness. In the past, this 
data was difficult to obtain. But now information 
providers (including Korn Ferry) are developing 
aggregate labor cost benchmarking databases 
to ensure the overall spend in compensation is 
within reasonable tolerance levels. A number of 
clients that we work with, who have historically 
paid at or below market rate for individual jobs, 
have discovered that their cost structure, when 
taken in the aggregate, is significantly above 
their competitors’.

22 Quality over quantity 
in survey utilization.

While COVID-19 has brought turbulence to the 
global economy, the impact of the pandemic is 
being felt very differently from sector to sector. 
In sectors where there have been extensive 
layoffs and furloughs, such as hospitality, 
non-essential retail, oil and gas, distribution, 
and consumer durables, compensation market 
data is likely to change appreciably in year-
over-year comparisons. Other sectors that 
have not been as heavily impacted, such as 
pharmaceuticals, life sciences, fast moving 
consumer goods, healthcare, defense, energy, 

and the public sector, are less likely to have 
reduced base salary and incentive payouts. 
This creates an issue for any organization that 
is looking to gain relevant pay insights from a 
broad cross-section of organizations (in these 
volatile times, what is true for one industry 
sector is unlikely to be true for another). It also 
makes it even more critical that you select a 
market benchmarking provider that can deliver 
insights on practice and policy trends, and not 
just on the amount of compensation provided.

33 Industry-specific 
insights.
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Many organizations use a consistent total 
cash market positioning strategy for all 
positions—often between median and 75th 
percentile. But, increasingly, this strategy is 
being questioned. Does it really make sense 
to provide enabling and support functions with 
the same level of compensation opportunities 
as those responsible for direct value creation? 
A life sciences business, for example, might 
seek to pay above market rate for highly 
sought-after new product development talent. 

But what is the rationale for the business 
replicating this approach with HR or finance 
professionals? In the future, we expect to see 
more organizations considering differentiated 
compensation targets for high value-creating 
functions and for key contributor roles across 
the business. To ensure internal pay equity 
principles are not undermined, it is vital that 
such an approach is supported by clear and 
justifiable criteria, for example, evidence 
of supply and demand pressures.

55

44 Competitive  
zone frameworks.

We can all agree that market competitiveness 
is about how an organization’s pay by job level 
compares to an external market benchmark. 
The question is what kind of figure should  
we put on it? Some have argued for extremely 
precise definitions. We have even seen 
organizations adopt 62.5 percentile positioning 
strategies. Fortunately, however, the trend 
is towards a broader market positioning 
framework where, for example, organizations 
define market competitiveness as in the range 
between the 35th and 65th percentile. This kind 
of framework allows for greater flexibility 
when establishing compensation targets, 
rather than having to blindly follow market 
data points. 

When adopting a “competitive zone” 
framework, it is critical that you develop 
the criteria or rules for determining whether 
individuals should be paid at the higher 
or lower end of the range. Consistent 
decisions can then be based on specific skills, 
competencies, and performance criteria, 
rather than being subject to the whim of 
the decision-maker or to the negotiating 
powers of the employee. This in turn enables 
fair and transparent pay decisions and 
enhances internal pay equity. Competitive 
zone positioning also makes it easier for the 
organization to rebalance the mix between 
fixed and variable pay, and to smooth wild 
swings in compensation benchmarking data, 
which will undoubtedly increase during volatile 
economic periods.

Over the next year or two, some organizations 
may be considering “sitting out” external 
benchmarking processes due to constrained 
financial resources. You can see the short-term 
attraction of that strategy, but it is ultimately 
short-sighted. Compensation is one of your 
organization’s biggest costs. HR needs to ensure 
that the level of investment in its human capital 
optimizes the needs of the organization and its 
employees. And if the compensation function 

can’t provide relevant market-based assessments 
of the competitiveness of its reward program, 
then leader confidence in the function will be 
severely undermined. External benchmarking 
is a table stakes process in good times and bad. 
Without it, an organization cannot rationalize 
how to pay its most differentiated source of 
competitive advantage—its people, and at 
the very least its talent.

6 Optimizing business  
and employee needs. 6

Segmented  
market positioning. 
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“The market determines the level of 
investment in our people.” Until recently, 
this was the benchmarking mantra heard 
from many organizations, particularly in 
the US. But the pendulum is swinging. 
Now what organizations are telling us, 
to varying degrees, is: “We determine 
the level of investment in our people”, 
through a shift away from overly 
mechanical market benchmarking 
postures towards a more thoughtful, 
multi-faceted approach.

The next several years will be challenging 
for most organizations around the 
world. And those that do take this 
more thoughtful approach to external 
pay benchmarking, will ensure their 
organizations are better placed to 
optimize their reward programs,  
and competitively recruit and  
retain high-quality talent in the 
economically volatile period ahead.

SUMMARY
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FIND OUT MORE
To attract and keep the best people, you need to pay competitively. 
But what is the going rate—for each job level, function and location  
in your organization?

Korn Ferry Pay uses data collected from 20 million job holders in 25,000 
companies across 150+ countries to provide a highly accurate picture of 
how your salary programs compare with the market. Through the online 
platform, you can also drill down into the data and use deep pay insights  
to improve your ability to attract and retain talent—even for roles that  
are new to market or still being developed.

Contact us to learn more about how we can help you maximize  
the competitiveness of your pay strategy. 

https://infokf.kornferry.com/external-benchmarking-strategy-in-a-changing-world-download.html?utm_source=marketo&utm_medium=nurture&utm_term=contact-us-button&utm_content=external-benchmarking-whitepaper&utm_campaign=20-09-gbl-reward-optimization
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ABOUT KORN FERRY
Korn Ferry is a global organizational consulting firm. 
We work with organizations to design their organizational 
structures, roles, and responsibilities. We help them hire 
the right people and advise them on how to reward, 
develop, and motivate their workforce. And, we help 
professionals navigate and advance their careers.
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