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Competency development and labour remuneration
system

Pa3BuTHe KOMneTeHIMA U CHCTEMA BO3HaArpaxjaicHus
3a TPpyA

Pegepam. B naHHOM cTaThe pacCMOTPEHBI HPOOIEMBI Pa3BUTHSI KOMIETEHIIMH U KOMIETEHTHOCTHOTO ITOIX0a K CTUMYJIH-
poBanuto Tpyna. Llenpio mpoBeIeHHOT0 MCCIIeIOBAaHHUS CTaJI0 OIPEe/ieNIeHNe OCHOBHBIX TUIIOB NPO(ECCHOHATBHBIX KOMIETEHIIHH, HX
BJIMSTHUS Ha Pe3yNbTaThl Tpyla M ImyTeil ux pazsutus. OnpeerneHsl [Ba BapHaHTa TPAKTOBKHU ITOHATHS KOMIIETEHIINH B 3aBHCUMOCTH
OT peasbHOTO pe3ysibTaTa TPyAa, 00YCIOBICHHOTO HAJIMYMEM U CTENICHBIO Pa3BUTHs KOMIIETCHIMH: KOMIIETCHINS KaK MMOTCHIHAI
paboTHHKA U KOMIICTCHIMS KaK CTETICHb TOCTH)XCHUS LIeNel TpyJOBOi ASSATEIbHOCTH, TO €CTh PEa3ali 3TOr0 MOTeHIMana. bblia
pa3paboTaHa CHCTeMa BO3HAIPAXKACHUS 3a TPYJA, OCHOBAHHAS Ha KOMIICTCHTHOCTHOM IOJXOJAE M BKJIIOYAIOLIAS TPH THIA MPEMHIl.
OHa BKJIIOYAaeT MHUHMMAIBHYIO MPEMHIO, IIPUMEHSEMYIO U PAa30BOTO BO3HATPaXKICHHs ycrexa pabOTHHKA, KBAIM(HKALHOHHYIO
MPEMHIO, TPEOYIOLIYIO JOKYMEHTAIFHOTO NOATBEP)KACHHUS YPOBHS KBATU(UKAILMU, U IPEMHIO, BOSHAIPAXKIAIOIIYIO YCIECHIHOE MPH-
MeHEeHHe KOMIeTeHIH. [Iis oBbIeHns S (GEeKTHBHOCTH aHaIM3a BO3MOXKHOCTEH NPHMEHEHNS] KOMIICTEHINH peUIoKeHa Kiac-
cuduKanus KOMIETSHIMH, OCHOBaHHAs! Ha TPEX OCHOBHBIX IPH3HAKAX: 3PEJIOCTh, MM CTENICHb Pa3BUTOCTH, HCTOUYHHK HJIM CIOCO0
npuoOpeTeHust, chepa BOZMOXKHOTO IpuMeHeHHs. [louepkHyTa He0OX0AMMOCTh B 3aTpaTaXx BPEMEHH U YCHIIMI Ha IPHOOpPETEeHHE U
Pa3BHUTHS MPAKTUYECKH JFOOBIX BO3MOXHBIX KomIleTeHIH. Ocoboe BHUMaHUE ylenseTcss GOPMUPOBAHUIO TPYAOBEIX KOMITETEHIHIT
B T€UYEHHE TOTO MEepHOJIa KU3HH MHANBHIA, KOTAA OH TpyHoycTpoeH. OOCyaeHbl HCTOYHUKH (POPMHUPOBAHUS KOMIIETSHIMH y pa-
GOTHHMKOB, W TMOJYEPKHYTA Ba)KHOCThH NMPOOJIEMbI BHIIOIHEHUS NEHCTBHIl 10 Pa3BUTHIO KOMIIETEHLMH 3a CYeT APYIHX BHIOB Jies-
TenbHOCTH. CIienaH BBIBO O TOM, 4TO paboTo/aTear U pabOTHHUKH JIOJDKHBI Pa3/ielMTh Harpy3Ky MO 3aTpaTaM CPEACTB M YCHIIHIA,
TpeOyromuxcs st GopMUPOBaHUS KOMIIETEHIIMH, YTOOBI MO3BOJHUTH MOCIEAHUM Ooiiee 3(p(QEKTHBHO BHITOJIHATH CBOH TPYIOBBIE
00513aHHOCTH B OyIyIIem.

Summary. This article addresses the problems of competency development and of competency-based approach to labour
stimulation. The objective of the performed research was to determine the key types of professional competencies, their influence
upon work performance, and way of their development. Two variants of competency understanding are outlined depending on the
actual performance enabled by the competency presence and maturity: competency as an employee’s potential, and competency
as the measure of labour activity goal achievement, which is in fact the realization of the potential. The system of labour remu-
neration based on the competency approach and including three types of bonuses was worked out. It includes minimum bonus
applied for one-time reward of an employee’s success, qualification bonus requiring formal proof of the qualification level, bonus
rewarding successful competency appliance. The competency classification based on three key features was suggested for more
efficient analysis of competency appliance opportunities: maturity, or development degree; source or way of acquire ment; scope
of possible appliance. The need to spend time and effort for obtaining and developing nearly all possible competencies was po int-
ed out. Special attention is paid to forming labour competencies during the period of a person’s life when he is employed. The
sources of the competency formation for the employees were discussed and the problem of performing competency development
activities at the expense of other types of activities was stressed out. The conclusion was made, that the employers and employees
need to share the weight of means and efforts required for competency formation and development to enable the latter to perform
their duties more effectively in the future.

Kniouegvie cnosa: KOMIIETEHIMA, PE3yJIbTaThl pabOThI, BOSHATPAXKACHHE 3a TPY[, NPEMHUs, pa3BUTHE KOMIIETCHILUH, YCHIIHS,
MIPUMEHEHNE KOMIIETEHIUH.
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Introduction of competency-based approach
into labour stimulation system determined the
demand for corresponding correction in methods
of staff classification, assessment and
remuneration [3]. Company improves its business
performance through staff development. Labour
efficiency can be increased due to unique
individual abilities of people, their knowledge,
skills, experience, and personal characteristics
which manifest through their labour behavior and
orientation, interest and creativity.

We view competency as a set of personal
abilities, knowledge, and skills of an employee
enabling him to solve a certain group of professional
problems. Competency-based approach is being
actively involved in personnel recruitment, selection,
assessment and stimulation. Also competency can be
defined as formally set requirements for personal,
professional, and other qualities of company’s
employees (of some part of them). This definition is
applied for personnel assessment.

Before a company can form and initiate
implementation of measures to identification,
formation, development or stimulation of
certain competencies in its staff, a great deal of
work shall be undertaken to study competency-
based job requirements, their grouping and
definition of correlations between goal obtaining,
successful work, and competence level. This work
needs to be performed by managers in close
cooperation with executors.

Our research resulted in the possibility of
defining a competency in two ways:

1) competency is the person’s potential as a
combination of internal qualities;

i) competency manifests as real (observable
and measurable) result of professional activities.

These definitions are essential from the
point of view of staff competencies identification
and evaluation in any organization as well as
selection of particular measures to be undertaken
for competencies development and labour
remuneration and stimulation [1].

The competency-based approach to
remuneration for job performance is not only
logically well-reasoned, but also as close to
bringing about social fairness as possible for any
measure undertaken under the terms of inherently
non-transparent labour market. This can be
achieved due to the fact that the employee’s
performance estimation through competency
assessment takes into account both current and
past personal effort. Past effort allowed the person
to achieve the competence level he now possesses,
while current effort creates present results in his
work performance.

Employees in possession of similar qualifi-
cation may achieve completely different results of
their work performance due to their various per-
sonal qualities, natural abilities, working experi-
ence, work ethics, etc. These differences shall be
reflected by the labour remuneration system. Con-
sequently, the salary structure shall include guar-
anteed part defined by the labour legislation, and
stimulating part which takes into consideration the
indicators of individual and total efficiency of per-
formance [2]. This stimulating part of the remu-
neration should, in its own turn, include some part
attributed to the past effort and its results which
takes the shape of the achieved competence level,
and present effort of current appliance of the pre-
sent competencies in everyday work performance
which takes the form of specific results meeting
the company’s goals and requirements.

We suggest that the system of labour
stimulation taking the competencies into account
should include three types of bonuses:

1) Minimum bonus is applied for one-time
reward of an employee’s success untypical and
unreasoned from the point of view of the
competence-based approach, even if it is achieved
due to some favourable combination of external
circumstances which can be termed as ‘stroke of
luck’. The example of such situation is receiving
additional amounts of profit, but not because of
professionalism and effort of the employees, but
due to sudden auspicious changes in the market
conditions. In such case bonus is expected and
customary but we suggest it should be minimum
as such payments do not stimulate the employees
to any activity but believing in luck and miracles.
We recommend the amounts of about 5-15 % of
the average monthly salary for such cases, though
depending on the specific features of the situation
and the field of the company’s business activities
these figures may vary considerably.

2) Qualification bonus which requires
formal proof of achieving some specific
qualification level or, in other words, maturing of
particular of general competencies. The situation
can be illustrated with payments for working
experience (or the period of work within the same
company), for grades or rating, for scientific
degree (for scientists and university professors),
for proficiency in languages, etc. All of them can
be certified with documents but not all of the skill
they prove may be applied directly for the current
job during the period to be paid for. Nevertheless
such bonuses are unavoidable, otherwise people
lose the stimuli for professional growth and
improvement as it withdraws the time and effort
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from achieving current (and definitely rewarded)
results. Besides, such bonuses should be
appointed to an employee permanently, or at least
for a period of considerable duration compared to
the period required for achieving the professional
level (at least for several years), otherwise the
stimulus is but very weak and trifling. On the
other hand, this does not prevent the employer
from demanding regular confirmation of the
achieved level, for example, through constant use
of the skill, or through exams and reviews, or in
any other legal and approved way fixed in the
company’s documentation. This all is due to the
fact, that wusually obtaining new skills or
competencies, especially confirmed by official
certificates or diplomas, requires a lot of effort
from a person in question, sometimes even
investment of personal money which the person
considers worth spending this way only in case he
is sure of remuneration in a while. That is why the
amount of such bonus can vary very widely
depending of the nature of the rewarded level or
achievement (time and money spent, effort
required, frequency of occurrence, etc.) as well as
the advantage its grants to its holder for the
particular range of his work functions. We
suppose that competency levels easily or
unavoidably achieved should gain minimum
bonus. For instance, bonus for work at the same
company can be increased by 1-5 % of average
salary for each 5 years, except for jobs with
specific conditions: dangerous, or located in some
distant locations, or under harsh natural
conditions. On the other hand, the levels requiring
great effort of the applicant (such as scientific
degree) should be rewarded more considerably.
The important point is that sometimes the
employer gains nothing from the fact his
employees are in possession of such certified
competences. In this case the presence or absence
of bonus for them shall be clearly stated in the
vacancy description and cannot be altered
afterwards. Still, in some cases an employer
should pay for the competencies his employees do
not apply at present, for the sake of probable
future need for them caused by the changes in the
company’s operations or policy. Nevertheless,
total amount of such payments ‘for potential’,
even if it is currently used, should not exceed 50 —
70 % of the monthly salary.

3) Bonus rewarding successful appliance
the competency potential of an employee for
business goal achieving and stimulating him for
similar labour behavior in the future. Its size
should be in proportion to the success it goal
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achieving and virtually unrestricted by any
limitation, though we do not suppose that receiving
such bonus in the amount exceeding 100-120 % of
salary is practically possible in case of monthly
payments. In the payments take place 1-2 times a
year the bonus may be 400-600 % on the monthly
salary. We also suggest that more frequent smaller
bonuses are more preferable due to both
convenience for the company’s cash-flow and
better ability to affect and correct the employees’
labour behavior. Annual payments may have rather
weaker effect on labour behavior even if the
amounts are bigger. Besides, the interval of the
possible correction will in this case also be one
whole year, which is unacceptable for the present
rapidly changing business environment.

So, taking into consideration the degree of
employee’s competency maturity and its use for
work is very desirable for labour remuneration
system design, but it cannot pass without some
difficulties, that can only be solved by means
of thorough analysis of the particular situation
at the given company.

Consideration of the competencies during
the selection of the material stimuli for the
personnel observes the principle of parity between
the labour remuneration amounts and the
employee’s personal contribution for the final
result of the business or unit operation, as well as
the requirement for social fairness in the wages
and income differentiation.

As it follows from the definition we gave
earlier, competencies help an employee in settling
his professional problems and improving his/her
performance. There could be found scores of
personal and professional abilities and skills
which may be considered are competencies under
some or other conditions, but only part of them
are the competencies required for a particular
profession or occupation.

There are many possible ways to classify
professional competencies. We suggest the
following grounds for competency classification
which are most important for their development
and appliance:

1) maturity (if the ability of a person is
ready to be used in professional performance; they
can be well formed and ready; those in the process
of achievement; and absent or insufficient);

ii) source of acquirement or the way of
formation (inherent; formed through education
and with the help of second party to be called ‘tu-
tor’; formed in the process of self-education with-
out any external help; and acquired along with
professional or general experience);
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iii) the scope of appliance (universal ones
which can be applied for any type of work or even
other human activities; professional, necessary for
quality performance in a certain professional field;
and special, applied for particular job or opera-
tions in a given company).

We consider it necessary to point out the need
to spend time and effort for obtaining and develop-
ing nearly all possible competencies. Besides, some
people may prefer not to concentrate of forming the
set of competencies required for a particular job or
professional field, but to develop a wider range of
knowledge, skills and abilities to be able to find job
in various companies and areas of expertise. They
might consider it safer in terms of their future em-
ployment, or even think them better suited for the
competition terms in the labour market.

The ways of forming labour competencies
vary depending to the age of a person, his occupa-
tion, and the specific features of the competency
itself (figure 1).

- formal additional education
{second degree, advanced
training, etc.)

- additional within-post training
- experience gained from the
work itself

- seff-education and
self-improvement

Adulthood
(employment)

- formal basic education

Y outh : : ;i
- first working experisnce

- formal school education
- additional out-of-school
education

- devieloprent of abilitios

within faraily their further life-long
development

-inbom abilities and
dissposition

Childhood and
teenage

Birth

Life
Figure 1. The ways of forming labour competencies
at the various stages of a person’s life

Within this article we pay special attention to
forming labour competencies during the period of
life when a person is employed and applying his
competencies, and gaining new competencies is not
his main activity. As we can see from the figure, the
following ways to form new or develop the existing
competencies are available at this period of life:

i) formal additional education, for which
the person needs to quit his job temporary or get
additional leave of absence or vacation;

ii) additional within-post training, which is
usually organized by the employer to develop par-
ticular skills required for work in his company;

iii) working experience is the only available
way which does not require extra time or effort;

iv) self-education, which usually takes place
during the employee’s off hours and shortens his
time of leisure, hobbies, or time for his family.

So, some of the new competencies or new
levels of their maturity can form, if we can say so,
‘by themselves’, in other words, the person simply
works executing his regular duties, and his skills
and abilities improve without additional effort on
his part. But this is the minor part of the compe-
tency development complex. There are other
competency development ways which are pre-
dominating and much more time-consuming.

Those other ways are especially necessary
when the objective is to obtain new competencies
never applied by the person before which is typi-
cal, for example, for the following situations:

1) moving to another company;

ii) change of post, profession, field of activity;

iii) considerable alteration of the person’s
job description within the same company and post
caused by the company’s adaptation to the chang-
ing environment or its diversification;

iv) extension of the existing job description
and introduction of new duties (for example, be-
cause of internal secondary employment).

In any such case the employee shall put in ad-
ditional time and effort for creation of these new
competencies, and for this the source of extra time
and effort is to be found. Time, strength and abilities
for competency development may be withdrawn from
the following items of their regular appliance:

1) working hours;

i1) specially assigned time (for instance, ex-
am preparation leave, traineeship, etc.);

iii) secondary employment or other gainful
activities;

iv) leisure, hobby, sports, etc.;

v) rest (including sleep and meals);

vi) private and family time.

So, here raises the problem of undertaking one
type of activity at the expense of another. The em-
ployer prefers the competencies to be developed dur-
ing the employee’s off hours, while the latter wishes
to keep some of the time for leisure and family.
The former insists that, as the new competencies al-
low the employee to execute his duties better, the ef-
fort will be rewarded in the due time — which is when
he, employer, starts to gain from it. On the other hand,
the employee doubts that such reward is guaranteed
as there is the risk that he might not need the new
competency due to yet another change of situation,
or he might lose the job completely. Besides, there is
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the matter of time discounting, meaning that the mon-
ey to be received in the future cost less than now,
while the family need support today.

We insist that the problem shall be ad-
dressed in three dimensions. Firstly, develop-
ment of new competencies shall not impede real-
ization and appliance of the existing ones within
the employee’s direct work duties. This is the
basic principle of the labour remuneration using
the competency-based approach — the greater
part of the remuneration should be calculated
taking into account the current employee’s per-
formance. Secondly, the effort for competency
development can partly occupy a person’s pri-
vate and leisure time but in no case should it
negatively affect the quality of his private and
family life, his health and psychological state. It
also should not prevent the integrated develop-
ment of his personality which cannot include on-
ly professional growth but also consists of many
various aspects. Any other situation would be
against the legislation in force and business eth-
ics. And thirdly, the continuing life-long educa-
tion concept does not permit denial necessity and
importance of constant development of new and
existing competencies. This idea arose as the re-
sponse to dynamic alterations in the science and
technology and cannot be thrust aside. So, it can
be argued, that one of the duties, including work
duties, of any person is to put time and effort into
competency development.

When the competency-based approach in
human resource management is applied, the key
evaluation parameter for any employee is his
competence competitiveness level, which, on one
hand, demonstrates his possessing the required set
of well formed and developed competencies to
permit their realization, and on the other hand, can
be measured by the degree of activity and success
of their actual realization in problem solving to
achieve the objectives set for the employee and
the organization as a whole.

Usually organization personnel efficiency is
assessed by two main methods:

- cost method (asset value model) — ratio of
the final result of organizational activity (normally
profit) and the expenses;

- cost-free method (utility estimate model as
social expectation satisfaction measure) — ratio of the
final result and satisfied needs, achieved goals, etc.

Competency-based approach suggests per-
sonnel assessment through comparison of the re-
sults, labour quality and complexity with the job
description standards. Set of competencies may be
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defined and labour behavior required for successful
work in the current position. But normally it does
not take into consideration the current effort for
competency formation and development.

Creation and development of professional
competencies is one of the key tasks for any em-
ployee, while help and support to his initiative in
this direction can be considered as the duty of his
employer and direct superior, and a mark of at-
tractive position which most of candidates would
be willing to take. On the other hand, the em-
ployee’s effort in his quest for knowledge and
skills cannot and should not be assimilated to
actual working practice even under the introduc-
tion of competency-based approach to labour
stimulation, as the purposes of such efforts are
completely different. That is why we think it fea-
sible to suggest the following measures to stimu-
late employees’ efforts aimed at the improve-
ment of their competencies under the terms of
preservation of their work performance in ac-
cordance with their direct duties:

1) estimation of the employees’ time and ef-
fort put into competency development;

ii) obligatory regular assessment of the re-
sults achieved by each employee in competency
development;

iil) introduction of an aspect of stimulation of
professional improvement and self-education in the
existing labour remuneration and stimulation system
(in can be both monetary and non-monetary);

iv) accentuation and legislative recognition
of the employees’ rights for self-development and
the conditions required for it at the regional and
national levels (the existing example is the right
for paid educational leave which have all part-
time students regardless whether they decided to
get part-time education themselves or were sent to
a university by their employer);

v) design of a system of employees’ duties
in terms of their competency development by the
employers and informing the former group about
them. Such system should include both employ-
ee’s obligations and company’s resources as-
signed for distribution among them for goal
achievement in the area of competency develop-
ment. The resources shall make possible the
achievement itself and form the fund of remunera-
tion for such achievements.

Thus, the employers and employees need
to share the weight of means and efforts required
for competency formation and development to
enable the latter to perform their duties more
effectively in the future.
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