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Surrounded by questions of survival and 
relevance, businesses must embrace 
operational agility to endure and 
thrive in an ever-changing economic 
environment. Human capital is often the 
key to addressing these questions and 
challenges. Organizations that continue to 
approach talent by leveraging conventional 
models need to understand that skills 
are fast-evolving, and they must make 
adjustments to stay relevant in the market.

According to Mercer’s 2021 Global Talent Trends Study, 
53% of organizations are identifying new skills for 
business in a post-COVID world. The top three benefits of 
using a skills-based approach to rewards include retaining 
talent, attracting new talent and incentivizing critical skill 
development. In a recent webinar conducted on pay for 
skills, 19% of attendees also mentioned that they have 
started the journey but are facing challenges.

Upskilling and reskilling the workforce is now a priority 
for organizations — not only to remain relevant but also 
to reap the benefits of a more agile and digitalized world. 
With a view toward equipping organizations with skills for 
the future, Mercer is working with its clients to help them 
future-proof themselves with the right talent strategies.

Challenge
A large R&D organization in Singapore faced issues with 
developing an upskilling culture among its employees. 
Although the contributions of researchers working in 
the organization were paramount, the skills agenda 
was scattered and misaligned with employee pay and 
career scales.

Working together, Mercer and the R&D organization 
addressed a wide range of issues to achieve this 
fundamental transformation. First, we needed to 
determine a broader framework for the value an 
employee brought to the organization. The framework 
needed to go beyond the jobs or tasks an employee 
completed. Usually, employees were appraised based 
on their performance or the job they performed. But the 
organization wanted to make a shift to ensure employees 
were evaluated based on the skills they learned and how 
they implemented those skills within their roles.

Second, the company lacked measures to adequately 
assess employee skills based on a framework that clearly 
stated how possessing specific skills could lead to a higher 
role at a better pay grade. More important, there was no 
communication as to why not possessing specific skills 
could adversely impact an employee’s performance at the 
year-end review.
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Mercer’s solution
After consulting and brainstorming with stakeholders of the 
organization, Mercer proposed a skills-based career structure and a 
pay-progression structure that relies on how well an employee performs 
a task using core or technical skills. The skills-based career structure is 
supported by a skills framework in which all jobs in the organization are 
listed, and the core and technical skills required to complete each job are 
identified. These skills are then ranked based on proficiency level from 1 
(lowest) to 6 (highest).

Skills-based career structure

PL = proficiency level

Grade Expertise 
track

Leadership 
track

Architect 
track

Researcher 6
42 credits with 
at least PL 6 
in two skills

42 credits with 
at least PL 4 
across required 
leadership skills

42 credits 
across at least 
12 skills

Researcher 5
32 credits with 
at least PL 5 
in two skills

32 credits with 
at least PL 3 
across required 
leadership skills

32 credits 
across at least 
8 skills

Researcher 4 24 credits 24 credits 24 credits

Researcher 3 18 credits 18 credits 18 credits

Leveraging skills to drive reskilling and upskilling 33



Skills-based salary structure

P60 = person will be paid at 60th percentile
x = job grade, y = base salary

50% objectives, 50% core and technical skills

Market P60 pay 
for engineer

Lower third Middle third Upper third

A 2.0X 1.6X 1.3X

B 1.6X 1.3X X

C 1.3X X 0.7X

D 0.7X 0.5X 0

E 0 0 0

Based on their skills and proficiency levels, employees are allotted skills 
credits. Skills credits play a vital role in enhancing an employee’s career 
and pay. At the year-end review, employees are assessed based on 
the skills credits they have earned. Once employees reach a particular 
threshold of skills credits and possess a predefined level of proficiency, 
they are promoted to the next job level.

Such a skills-based career path helps employees understand and choose 
their career journeys within the organization. Employees are free to 
progress by demonstrating skills in technical subject matters or to take 
the leadership route. Meanwhile, supplementing the skills-based career 
structure are salary ranges developed using job-based market data. 

However, to ensure the skills agenda is not lost, pay progression is linked 
to performance rating, which includes how well employees are able to 
achieve the work objectives and how well they use core and technical 
skills learned that year.
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Outcome for the client
The organization was able to develop more value around its talent 
management. Mercer’s solutions also supported the organization in 
developing a robust and long-term talent planning process to help 
it become future-ready. Where promotions were previously awarded 
subjectively, the skills-based strategy encouraged the organization to 
approach promotions objectively. According to the CHRO: 

The new system equally benefits employees, who now have more 
opportunities to grow their careers while learning new skills, making 
them resilient to future disruptions. 

Mercer’s pay consultants 
demonstrated a good 
understanding of the organization, 
its operating context and the 
challenges faced. They are clear in 
presenting their perspectives and 
honest in their views. Clients, all the 
way to the topmost ranks, have to 
be ready to hear pointed feedback 
and experience their professional 
pushbacks. They will stand their 
ground on their professional view. 
Respecting their clients’ choice, 
they will, in partnership, work 
out the best solutions. Having 
completed so many projects, I am 
assured of the heart, effort and 
value-add that Mercer puts in.
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A business of Marsh McLennan

Using expertise to gain an edge
Pay for skills is an evolving practice, and Mercer has come a long way since the client project mentioned above. In the 
quest to provide our clients with more tools to further the pay-for-skills agenda, Mercer has developed the Mercer 
Skills-Edge Suite. This new offering can transform the way organizations acquire talent, provide reskilling and upskilling 
opportunities, link rewards to skills development, and cater to career agility/pathing.

The Suite comes equipped with three flexible products that can be used in silos or together:

Learn more about Mercer’s Skills-Edge Suite
Contact our experts: www.mercer.com.sg

Skills Library
The Skills Library is powered 
using Mercer’s Job Library that 
has mapped 3,000 unique skills 
to more than 4,700 jobs, helping 
organizations easily incorporate 
skills into their talent strategies.

Skills Pricer
Skills Pricer uses predictive 
modeling and various external 
sources to help organizations 
understand how much a skill 
is in demand and supply. This 
helps organizations determine 
pay strategies while acquiring 
or retaining an employee.

Skills Pay Planner
This tool uses predictive 
machine-learning algorithms, 
combining the organization’s 
business strategy with that of 
employees and external benchmark 
data to derive pay recommendations 
for an employee after factoring 
in the company’s budget.
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