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v i  

SUMMARY 

Th is report is meant as an introductory text in the f iel d of pay structures. 

It is d ivided into two main parts. In the f irst part attent ion is paid to 

bas ic theory and comes to focus ma inl y on job eval uation and var ious pay 

systems. The purpose of this section is to prepare the necessary back­

ground to the des igning of a pay structure. The second part deal s w ith the 

pract ical issues to be faced in eval uating the organization's preva il ing pay 

structure and the des ign of a new structure. This matter is deal t with in 

a step by step fash ion and incorporates exampl es of the cal cul ations to 

be made. 

OPSOMMING 

Hierdie verslag dien as inleiding tot die onderwerp van besoldigingstrukture. 

Dit word in twee dele aangebied: 

In die eerste deel word aandag gegee aan basiese teorie en word die fokus 

geplaas op poswaardering en verskeie besoldigingstelsels. Die doel hiermee 

is om die nodige aqterqrond te verskaf vir die taak van die ontwerP van 

'n besoldigingstruktuur. Die tweede deel handel oor praktiese oorweginge 

in die evaluering van 'n organisasie se heersende besoldigingstruktuur en 

in die ontwerp van 'n nuwe struktuur. Hierdie aangeleentheid word staps­

gewys aangebied en sluit voorbeelde van die nodige berekenings in. 
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INTRODUCTION 

Latel y the industrial cl imate has been characterized by pay disputes which 

in a number of cases have resul ted in costl y strike actions. This would 

seem to indicate that the managers of an organization need to pay more 
attention to the design of pay systems and the effective monitoring of such 

systems than they have perhaps done in the past. The purpose of this report 

is to introduce some of the basic concepts to management and to provide 

management with a basic guide to tackling the issues that have to be faced 

in creating a rational pay stucture. It is recognized that many issues have 

been omitted from this report but then it is only intended as a basic in­

troductory text and the reader requiring in-depth knowl edge shoul d refer to 

more comprehensive texts. 

Before venturing into Part 1 of the report which deal s with theoretical 

issues, it is, perhaps, necessary to take a look at the role of pay in 

the 1 ives of those most concerned with it, thereby pl acing in context 

the concepts that wil l fol l ow. 

Pay constitutes an important aspect of the economic life of most societies. 

It is of concern to not onl y the individual empl oyee but al so to the employer 

and ultimately to the government of the day. 

From the individual empl oyee's poi,nt of view his pay is perhaps the most 

visible and definitive aspect of what has come to be known as the 1 1inducement­

contribution contract••. This "contract", first proposed by March and Simon 

( 1959) seeks to describe the rel ationship between empl oyee and empl oyer in 

terms of the inducements and contributions offered by the contracting parties. 

Thus, the employer induces the individual to work for him by the offer of 

for instance, a particul ar remuneration, promotional opportunities, working 

conditions and so on. At the same time, however, the empl oyer demands in 

return a particular l evel of productivity from the empl oyee. Looking at it 

from the other side of the coin, the empl oyee offers the empl oyer his pro­

ductive services in return for certain inducements of an acceptabl e nature. 

The situation is, therefore, open to a certain amount of negotiation. On 

the one hand the employee strives to obtain as much in the way of inducements 

as is possible whil st offering as 1 ittle productivity as possibl e. On the 

other hand the employer aims to elicit as much productivity as possibl e 

whil st offering as little inducement as possible. In this bargaining sit­

uation the terms of the11contract11 wi 11 be determined by the interaction of 
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a host of variables that affect the power base of the contracting parties, such 

as the prevailing economic climate, the status of the Jabour market, the skills 

offered by the potential employee and the employer 1 s ability to pay. As these 

factors are dynamic in nature either or both parties may, at a later date, 

seek to alter the terms of the "contract". Invariably, therefore, the 

original contractual terms are re-negotiated. The extent to which the 

terms are adjusted and the frequency with which they are adjusted is depen­

dent on change in the economic environment and to a certain extent the 

political environment. 

To the individual employee the inducement terms of the ••contract'' are of 

great importance as it is most 1 ikely that they represent his sole source 

of income and wi 11, therefore, determine the standard of 1 iving that the 

employee is able to achieve. Consequently it is to be expected that the 

employee wi 11, in general, be concerned with events that devalue his in­

come and management action that seeks to enhance the value of his income. 

Indeed the argument r�n be dPvelnperl a step further by the introduction of 
Masl()w 1 s hierarchy of needs. It woulc;J seem reasonable to assume tnat those 

individuals who are striving to satisfy lower order needs,e.g. physiological 

ones,wil l be greatly concerned about their level of income. Consider, for 

example, the in�ividual 1 s situation should inflationary pressures push up 

the cost of basic foodstuffs or housing without any adjustment being made 

to the individual 1 s level of income. When income barely covers the necessi­

ties of 1 ife,such a situation can result in the ful 1 or partial forfeiture of 

some of these necessities. Obviously the individual will then have to take 

steps to correct the situation. One avenue of corrective action may entai 1 the 

formation of pressure groups charged with achieving the correction of income 

levels. Thus, if many employees in a company find themselves in the position 

described above they may come together and attempt to achieve their common 

goal by, for example, strike action or membership of a trade union. Both 

examples illustrate the individual 1 s drive to improve his power base. By 

himself he may not be able to achieve much,but the pressure group that he 

helps to create will have a far stronger power base and be in a better po­

sition to re-negotiate the terms of the inducement-contribution contract. 

All in a11, therefore, it would seem to be in management's interest to take 

cognisance of pr�vai 1 ing economic circumstances and the effect that they 

may have on their employees' standard of living. To achieve this,management 

must pay serious attention to the design and monitoring of the company's 

pay structure. 

Frofll the employer•s ooint of view pay is, of course,a cost item. Indeed 
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the company's total pay commitment wi 1 1  general l y  be a major cost item 

rival l ing, perha�s, onl y the cost of raw material s. A simpl istic approach 

on the company's part would be, al 1 other things being equal , to keep pay 

co�ts as Jow as possible by paying l ov, 1r,ages. Ho1,1ever, if taken to extre­

mes the l ow pay offered by the company 1r, i 1 1  be insufficient to attract 

the suitabl y qual ified personnel that the company requires. An al ternative 

woul d be to substitute capital equipment for l abour thereby reducing the 

total pay bil l .  Yet another approach woul d be to pay competitive wages 

but introduce measures to ensure that the productivity of the l abour force 

is forthcoming. 

Besides treating pay purel�, as a cost item that has to be control l ed, 

the company may al so approach the issue from a behavioural point of view. 

The total inducements, including pay, offered to an employee may also be 

seen as ,a means of achieving overal l strategic business objectives. Thus, 

inducements may be used in a fashion designed to el icit contributions that 

ensure the attainment of corporate objectives. In this way the organization's 

reward system is of prime importance in channel 1 ing empl oyee behaviour towards 

desired outcomes. At the same time, however, it fol l ows that a badl y designed 

reward system may easil y prove to be disfunctional in terms of corporate 

strategy. 

It becomes evident that the structure of the inducements and contributions 

embodied in the reward system cannot, from the organization's point of view, 
be deal t with in isol ation due to the fact that the reward system necessaril y 

interacts with other organizational systems. For exampl e, if the organiza­

tion's strategy requires entrepreneurial fl air this situation wil l be in­

corporated into the pl anning system and must necessarily also be incorporated 

into the reward system, for instance in the form of profit sharing, so that 

these systems are al igned to the achievement of the same objective. It also 

fol l ows, therefore, that the reward system must be tail ored to the needs of 

the individual organization if it is to be at al l effective. Furthermore, 

in the presence of a dynamic environment, it is possibl e that the organi­

zation may need to adapt its strategic posture and thus create a need to 

change the reward system to suit the new circumstances. 

Thus, from both a cost and a strategic point of view the structure of the 

pay system is of great importance to the organization and warrants, therefore, 

a great deal of thought and management attention. 
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PART 1 

1. MONEY AND MOTIVATION 

The subject of money as a motivator is a compl ex one and it is not the 

intention here to tackl e the subject in any detail . It woul d seem pertinent, 

however, to touch on the basics. 

The nature of the management task demands an understanding, on the part of 

the manager, of man and motivation. It is through this understanding or set 

of bel iefs that the manager is abl e to formul ate an a�proach to guiding his 
subordinate 1 s behaviour towards establ ished objectives. As Schein puts it: 

11Every manager makes assumptions about peopl e. Whether he is aware 

of �hese assumptions or not, they operate as a theory in terms of 

whi�h he decides how to deal with his superiors, peers and subordi­

nates. ·His effectiveness as a manager wil l depend on the degree to 

which his assumptions fit empirical reality (Schein, 196, p. 47). 

It woul d appear fruitful , therefore, to study briefl y some assumptions 

about motivation and at the same time comment on the rol e of money 

as a motivator. 

1. 1 Assumptions Concerning Han 

As the science of behaviour has devel oped it has been found that the earl ier 

theories of man, stil l widel y hel d by the l ayman today, have had to be aban­

doned as far too simpl istic. Thus, the pure economic-view of man and moti­

vation has gradual l y  been repl aced by a view that incorporates not one but 

many different facets of motivati9n. It is pertinent in this respect to 

outl ine four dev_el opmental mod�l s of man as proposed by Schei� ( 1965). Each 

is di scus_s·ed�'hr i ef l y be l ow.

1. 1.1 Rati-0nal Economic Man 

This model is said to have originated in the work of Adam Smith and is al so 

strongl y apparent in Tayl or's pioneering work. It assumes that man is essen­

tiall y motivated by economic concern. The organization shoul d, therefore, 

l ook to monetary incentives to shape the empl oyee's behaviour. At the same 
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time it is further assumed that man's feelings are irrational and 

that the organization should , therefore, strictly define and control the 

tasks undertaken by the employees. This gives rise to the model's three 

basic considerations: 

(a) job design 

(b) incentive schemes and 

(c) control systems . 

Essentially the model views man in a 11mechanical11 light. The job is specifi­

cally designed and the employee is allowed only one method, the chosen method, 

of carrying out the job. His performance standards are set and his performance 

itself closely control led. The job incumbent is then motivated by money to achieve 

particular productivity levels, within the given constraints. Thus 

whereas a car's performance, also governed by operating constraints, is 

achieved by the addition of fuel, man's performance is controlled by the 

addition of monetary reward. 

1.1.2 Social Man 

The Hawthorne studies uncovered the existence of social motives in the work 

situation. It was found that man has strong social needs and is, thereby, 

subject to the urge to join social groups and to conform to the group's norms. 

The implications for the manager are that he should: 

(a) give more attention to the individual's social needs rather than to the 

work itself, 

(b) reward performance on a group basis and 

(c) develop a socially supportive management style. 

In terms of monetary reward important implications are present. Man is a 

social animal and,therefore, has a need to join a social group. To ensure 

continued affiliation with the chosen group the individual has to behave 

according to the group's norms. Thus, in the first place monetary reward 

incentives should be made on a group basis rather than on an individual basis. 

Secondly, incentive rewards will not encourage the individual to achieve 

certain performance levels if such levels are at odds with performance norms 

adopted by the group. In other words the individual's behaviour is more 

likely to be shaped by group pressure than by individual monetary incentive. 

1 .1.3 Self-actualizing Man 

This model centres on the assumption that man strives at all times to fulfil 
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the prom ise of h is ab il ities. He is, therefore, mot ivated in the work s itua­

t ion by a job that al l ows h im to expl o it h is ab il it ies to the ir ful l est ex­

tent� It is, thus, the nature of the job itsel f that becomes the fundamental 

mot ivat ing force. Behaviour shoul d, therefore, be shaped by intr ins ic as 

opposed to extr insic factors. Consequentl y, in th is model , monetary reward 

assumes far l ess importance than the job itsel f. 

1. 1 .4 Compl ex Man 

Sche in bel ieves that the weakness inherent in al l the prev ious models is that 

of over-general izat ion. He suggests that al l the facets cons idered in the 

model s  may be rel evant but that the ir rel at ive importance is dependent upon 

the ind iv i dua 1 and h is c ircumstances. It is for the manager, therefore, 

to d iagnose the ind iv idual s ituat ion and determ ine wh ich mot ivat ional 

factors are the most appropr iate in the c ircumstances. 

1. 1 .5 Concl us ion 

The purpose of th is sect ion was to introduce the reader to an awareness of 

the subject of money and mot ivat ion in terms of an organ isat ion's wage 

systems. For those readers who m ight w ish to pursue the subject in more 

deta il a ser ies of references has been comp il ed at the back of th is 

pub 1 i cation .. 

Returning to .the motivational models of man presented above, it may be true, 

as Sche in suggests, that they do have a tendency to over-general ize. That 

does not mean to say, however, that they are ent irel y worthl ess. They do 

prov ide bas ic ideas and gu idance, but from there it is  up to the manager or 

the des igner of reward systems to ut il ize the constructs accord ing to the 

particul ar c ircumstances w ith wh ich he is faced. 

2. WAGES IN THE SOUTH AFR ICAN SITUAT ION 

In South Afr ica increas ing attent ion has become focussed on the issue of 

Bl ack wages. In the 1 ight of th is it is, perhaps, pert inent to comment on 

three major aspects of th is issue that are currentl y rece iv ing attent ion. 

These are the minimum wage, the wage gap and the un if ied wage curve. Each 

of these is discussed briefly below. 
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2.1 The Minimum Wage 

In establishing the minimum wage that an organization is prepared to pay 

to the· lowest job grade, at least three major factors need to be considered. 

These factors are the ability to pay, labour market forces and social 

responsibility. 

2.1 .1 The Ability to Pay 

Characteristically wages constitute a major item of expenditure for the 

organization. Consequently they can have an important impact on the or­

ganization's viability. Marginal firms may, for instance, find themselves 

in a relatively inflexible position when it comes to setting wage levels. 

They simply do not have the abi 1 ity .to increase wages without demanding 

a concomitant increase in productivity. It is possible that this position 

will force such firms to consider the replacement of labour expenditure 

with capital expenditure as far as is possible. On the other hand firms 

that enjoy good profitability are in a position of greater flexibility in 

terms of,,setting wage levels. They have a greater financial capacity with 

which to meet upward pressures on wage levels. Obviously, therefore, the 

organization's financial strength is an important factor in the determination 

of the minimum wage that it can afford to pay. 

2. 1. 2 Labour Market Forces 

The labou·r market provides an arena in which the employer and his potential 

employee may meet to negotiate an employment contract. The;e is, however, 

an important aspect to this market and that is that it more closely approxi­
mates a di.fferentiated commodity market than an undifferentiated 
commodity market. In other words, a variety of different jobs and employee 

skills are on offer. In the face of this heterogeneous situation, 
both parties have to search for their respective opportunities amongst al 1 the 

other opportunities that are available. Thus, the forces of supply and 

demand will serve to establish the going rate for a particular job. Gene­

rally, the greater the supply of certain labour the greater the downward 

pressure operating on the going rate. 

the upward pressure on the going rate. 

The greater the demand, the greater 

It follows that if the organization 

is unable to meet the going rate it will not be able to attract the neces­

sary labour. Consequently, Jabour market forces have a significant impact 

on the minimum wage paid by the organization. 
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2. 1. 3 Soc ial Respons ib il ity 

G iven the organ izat ion's ab il ity to pay and the preva il ing c ircumstances in 

the l abour market, it  is poss ibl e to establ ish a m in imum wage l evel . However, 

th(! l owest job·grade in the organ izat ion is usual l y  staffed by unski 1 l ed 

Bl acks of wh ich there is an ampl e suppl y. Th is suppl y s ituat ion may serve 

to depress the m in imum wage l evel . Thus, shoul d onl y the ab il ity to pay and 

the s ituat ion in the l abour market be taken into account in establ ish ing 

m in imum wage l evel s it is conce ivabl e that the resul t ing wage coul d be bel ow 

that wage requ ired to meet the empl oyee's m in imum l iv ing expenses. I t  may 

not be suff ic ient, therefore, for the organ izat ion to cal cul a te m in imum 

wage l evel s sol el y on the grounds of the two factors ment ioned above. There 

is another d imens ion to the probl em and that concerns soc ial respons­

ib il ity. In other words: is it soc ial l y  respons ibl e for the organ izat ion 

to pay a depressed m in imum wage that does not prov ide for adequate 1 iv ing 

expenses even though there are adequate numbers of peopl e seek ing such a 

wage? That quest ion the organizat ion has to answer for itsel f in terms of 

its comm i tment to any soc ial respons ib il ity object ives that it  may have set. 

Furthermore it is not a theoret ical quest ion but one wh ich is commonl y en­

countered in South Afr ica. 

2. 1 . 4  Concl us ion 

In concl us ion it is suggested that the organ izat ion w il l  have to take into 

account the aspects of ab il ity to pay, l abour market forces and soc ial 

respons ib il ity object ives in the establ ishment of a m in imum wage. Given 

adequate f inanc ial capac ity to deal w ith the f irst two, the organ izat ion 

shoul d focus its attent ion on the th ird wh ich w il l  inev itabl y concern the 

m in imum l iv ing l evel and s im il ar concepts. 

2. 2 The Wage Gap 

It  is necessary, f irst of al l ,  to descr ibe the part icul ar wage gap that 

requ ires attent ion. A wage gap may ex ist, for instance, between mal e and 

femal e empl oyees or sem i-sk il l ed and unsk il l ed workers. However, it  is the 

Bl ack/Wh ite wage gap wh ich is currentl y under the spotl igh t. D ifferences of 

op in ion ex ist in descr ibing th is gap. Some deny the ex istence of a wage gap 

based on col our and suggest instead that the gap is created by d isparate 

sk il l s  wh ich are co inc idental l y  pol ar ized by col our. Others cl a im that the 

gap is based on col our but that the s ize of the gap can onl y be.determ ined by 

an anal ys is of s ituat ions in wh ich both Bl acks and Wh ites hol d ident ical jobs. 
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A th ird v iew hol ds that the gap shoul d be anal ysed not in terms of ident ical 

jobs but in terms of equival ent pos it ion in the job hierarchy as determ ined 

by job eval uat ion. Adopt ing the l ast v iew the wage gap may be depicted as 

in F igure 1. Thus, job eval uat ion may place two different jobs, one hel d 

by a Wh ite and one hel d by a Bl ack, in the same job grade. Consequentl y 

in theory, the jobs shoul d fal 1 into the same pay range. In pract ice, how­

ever, they may not. The Black coul d be pa id far less. Just how big is this 

wage gap? Cog il l and Pearson (1978) report on the matter as fol l ows: 

11 Ut il is ing the Paterson (job eval uat ion) model and appl y ing 

data from Surveys of the Department of Labour and the Urw ick 

Survey est imates show that to cl ose the wage gap in the 

sk il l ed and sem i-sk il l ed areas woul d cost some R2 070 000 000 

per annum . .. .  1 1  (Co<J ill and Pearson 1978, p.7.) 

Th is is deemed to be a m in imum f igure and it shoul d be noted that in the cal ­

cul at ions m igratory l abour, the teach ing and med ical profess ions, agr icul ture 

and farm ing l abour were al l excl uded. Thus, al though a very gross estimate, 

the f igure quoted above is neverthel ess ind icat ive of the s ize of the probl em. 

That the wage gap shoul d be cl osed is not real l y  quest ioned. The quest ion 

is how to cl ose it'. 

RANDS 

PER 

MONTH 

FIGURE 1. BLACK AND WHITE WAGE CURVES 

WAGE GAP 

BLACK 

UNSKILLED SEMI-SKILLED SKILLED SUPERVISORS ETC 

JOB GRADE 

WH ITE 



1. j Hw Uri if i ,:d Pay Curve 
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If the principlt: of "equ;il pay for equal work" is to be adhered to it  re­

quires inter ,1lia that the organization adopt a unified pay curve. In 

other words the situation depicted in Figure 2(a) should be transformed into 

that depicted in Figure 2(b). The major problem in achieving this is, as 

indicated above, the enormous cost that is involved. Basically, three 

approaches to closing the wage gap and adopting a unified pay curve, are 

evident. Firstly, there is the "bite the bullet" approach. One pay 

curve is created based on the prevailing White curve. All Black wages are, 

therefore, immediately lifted to the level of the equivalent White wages. 

The cost impact of this approach is great and felt immediately. If the 

organization has the financial capacity to absorb this cost increase i t  may 

wish to give serious consideration to the approach. It is, however, sugges­

ted that few organizations are in a position to adort this approach. 
If i t  were forced upon them, they would either go out of business 

or cut back complements to lessen the cost impact. 

The second approach to the problem is to establish the unified 

pay curve. This approach may be discarded immediately as being unrealistic. 

Finally, the two pay curves depicted in Figure 2(a) may be unified in a step-

wise fashion. Thus, if the prevailing White curve is adopted as the future 
�nified pay curve, the prevailing Black curve is integra ted by a number of 

increases spread over time. The idealised procedure is shown in Figure 3. 

This approach appears to soften the cost impact and it  is 1 ikely that the 

majority of organizations w ill adopt this approach. The time involved in 

achieving· a unified curve will depend on the circumstances of the 

organisation. 

FIGURE 2(a) D ISLOCATED PAY CURVE F IGURE 2 (b) UNIFIED PAY CURVE 

White Rands Rands 
--------

Per Per 

Month ___ JU_ack Month ----

JOB GRADE JOB GRADE 
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FIGURE 3. STEP-WISE INTERGRATION OF PAY CURVE 

RANDS 

PER 

MONTH 

-----------

Step 1 
JOB GRADE 

2. 4 Concl usion 

---------

Step 2 Step 3 

In concl usion it is evident that the magnitude of the wage gap is indeed 

great. It cannot, however, be cl osed overnight. To do so woul d create 

enormous strains on the economy. It woul d appear, therefore, that a gradual 

but perceptibl e move towards the adoption of unified pay scal es is the most 

real istic answer to the problem. This strate�y requires that the organiza­

tion considers the issues of job eval uation, minimum wages and an eventual 

common pay structure and then match them with the organization's financial 

capacity, personnel systems and social responsibil ity aspirations. 

3. BASIC PRINCIPLES OF PAY STRUCTURE 

In designing a pay structure use is made of a number of basic principles. 

It is the fundamental "mix" of these principl es that gives the structure 

its unique character. The majo r principl es deal t with bel ow are job eval u­

ation, reward theory, the pay curve, grade width and grade overl ap. 

3. 1 Job Eval uation 

The aim of job eval uation is to measure the val ue of jobs for purposes of 

establ ishing basic pay. To do so in a fair manner requires that al l jobs 

be eval uated on common fundamental job dimensions. For exampl e, the pri­

mary dimension used in the Paterson job eval uation method is decision-making. 

Basical l y, therefore, al l jobs are eval uated in terms of this dimension and 

the outcome is a rank order of the val ue to the or anization of al l jobs. 
i..i:-..:Rr' ' r· .• �) "· R'( f 
I t•.J � •-.1'..il t,·\f ' 

RGN-BIBUOTEEK ' PS 
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Two pr inc ipl es are, theref ore, immed iatel y ev ident. Firc:;t of al l there is 

the pr inc ipl e of equal pay for equal work. No matter how d iverse the na­

ture of the jobs (e. g. l aboratory ass istant and secur ity guard) they are 

nonethel ess ranked on the same d imens ions. Consequentl y, if ranked as 

equ ivalent they w il l  be pa id accord ing to the pay range for that part icul ar 

rank. Secondl y, and inherent in the above, is the pr inc ipl e of internal 

cons istency. Al l jobs are ranked accord ing to the same d imens ions and as 

a resul t there is a rational h ierarchy of jobs and a correspond ing rat ional · 

h ierarchy of pay. 

A number of job eval uat ion methods are presentl y ava il abl e. Any var iat ion 

between them is a funct ion of the part icul ar bel iefs concern ing the d imen­

s ions that are proposed as be ing un iversal to al l jobs. The most w idel y  

used methods are character ized by the ir rel at ive emphas is on dec is ion­

mak ing or respons ib il ity. �ach method probabl y has its mer its and it is up 

to the organ izat ion to determ ine wh ich method is most appropr icte in the 

g iven c ircumstances. Exampl es of job eval uat ion methods are the Castel l ion, 

Paterson, Hay, NIPR Q and NIPR F ixed Grade. Each is descr ibed br iefl y 

bel ow. 

3. 1. 1 The Castel l ion Method 

The groundwork for th is method was establ ished at the NIPR and later ref ined 

by Cort is and B iesheuwel at South Afr ican Brewer ies from where the method 

der ives its name. Biesheuwel (1976) reports that in its present form the 

Castel l ion method is based upon three d imens ions, each of wh ich compr ises 

two factors. The d imens ions and factors are as fol l ows: 

DIMENSION 

EFFORT 

RESPONSIBILITY 

COMPETENCE 

FACTOR 

COMPLEXITY OF DECISION-MAKING 

PLEASURE OF WORK 

CONSEQUENCE OF ERROR 

CONTROLS AND CHECKS 

(lUALIFICATIONS 

EXPERIENCE 

Dec is ion-mak ing is, therefore, seen to be the central el ement in this job 
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eval uation system. Unl ike Paterson, however, it is anal ysed in a psycho-

1 ogica 1 fashion. In other words Paterson devel ops a structure in terms of 

his decision bands and coordinatin� mechanism and slots the job into this 

given structure. The Castel I ion, on Lhe <)lher h;rnd, does not pr£�surne such 

a structure but rather analyses the job according to the psychol ogical con­

structs inherent in the decis:on-making process. With regard to the 11effort" 

dimension, it is argued that decision-making can become a progressivel y more 

complex psychol ogical exercise as further dimensions are added to the deci­

sion set. Consequentl y, an increasing amount of effort is required to deal 

with the increasingl y compl ex array of information. The effort expended in 

the decision-making requirements of any one job is measured in terms of the 

compl exity of the decision and the time span in which it has to be taken. 

The decision comp 1 exity factor is al l ocated 200 points whil st the pressurE: 

of work factor is expressed as a mul tipl ier ranging ·in val ue up to 2. The 

total effort score is, therefore, the sum of the compl exity score pl us the 
product of this score mul tipl ied by the coefficient. The second dimension 

is based on the assumption that a decision, however compl ex and derived 

under whatever pressure, increases in val ue if the decision-maker has to take 

ful l responsibil ity for the decision as opposed to passing that responsibil i­

ty to someone el se. Responsibil ity is measured by the consequence of a 

decision error and the amount of supervision the decision-maker receives. 

Both factors are al located a points range. In the case of the former, 

consequence of error, the range is 1 to 128 and the l atter, control s and 

checks, 1 to 112. The responsibil ity score is the sum of these two 

factors. The third dimension, competence, is a function of the qual ifications 

and experience required to make an acceptabl e decision. The range of points 

for the qualifications factor is Oto 68. The experience factor is measured 

as a coefficient ranging from 1 , 1  to 5. The total competence score is thus, 

the qualifications score p 1 us the product of that score mul tipl ied by the 

. experience coefficient. 

The total number of points al located to a job is the sum of al l the dimen­

sions and ranges from 14 to 1248. This range is broken up into 15 basic 

grades. The method does not eval uate jobs in the top executive cl ass. In­

stead a modified version of the dimensions is used at this level . 

3. 1. 2 Paterson's Method 

Central to Paterson's method is the rol e of decision-making. He sees it as 

a fundamental dimension al ong which al l jobs may be eval uated. The subsequent 
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hierarchy that is created pl aces jobs characterized by more compl ex dec i s ions 

above those of l ess comp l ex ity. A �l erical job, for instance, w il l  receive 

a h igher j ob qr,1d inq tha n  d l ;:i brJur e r  �ince the d ec isions taken are necessar i l y  
1 1 1o r ( •  compl ex. G i ve n  the dimenr,ion o f  decision- making , Paterson views the 
< > rga nization a s  contain i nq ba sical ly six dec i sion l evel s. These l evel s are 
as f o 1 l ows : 

1 .  Top management pol icy dec is ions 

2. Sen ior management programming decisions 

3 .  Middl e management interpretive decisions 

4 . Ski 1 1  ed l abour routine decisions 

s. Sem i-skil l ed l abour automatic decisions 

6. Unsk il l ed 1 abour def ined decis ions . 

These dec is ion l evel s, wh ich Paterson cal l s  "dec is ion bands1 1  are qu ite general 

in nature. Ther.� are conce ivabl y, fo r instance, d ifferent degrees of compl ex­

ity within the un iverse of programm ing dec is ions . Thus, in o rder that greater 

d ifferent iat ion may be achieved Paterson al l ows fo r each band to be sub- div i-

d ed into two grades . The exception 1 s the band perta in ing to def ined deci-

sions. Th is different iation proceeds accord ing to Paterson ' s  concept of 

co-ord inat ion. The concept assumes that w ith in each decis ion band there are 

some j obs that require the incumbent to supervise or co-o rdinate the work 

of others. Such j obs are consequentl y deserv i ng of h i gher status in terms of  

dec is ion making and are, therefore, pl aced in the h igher of the two grades 

c reated w ithin the band. The resultant hierarchy is shown in TABLE 1. 

TABLE PATERSON ' S  JOB HIERACHY 

BAND DECISION LEVEL TITLE GRADE DECISION TYPE 

E Po 1 icy Top Management 1 0 Co-ord inating 

; 9 Po 1 icy 

Programming 

I 
Senior Management 8 I Co-ordinating D 

7 Programming 

' 
I 

C Interpret ive M iddl e Management 6 ! Co-ordinating 
l 5 i Interpretive 

I 

I s  Routine Sk il l ed 4 
I 

Co-o rd inating 

3 I Routine 
I 

A Automatic Semi-skil l ed 2 I Co-ordinat ing 

1 Automat ic 

0 Def ined Unsk i 1 1  ed 0 Defined 
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Should the organ izat ion wish to d ifferent iate further between jobs then each 

grade may be sub-d iv ided into a number of sub-grades. No more than three 

sub-grades should, however, be created.  The a im would be to strike a happy 

med ium between general ity and specif ic ity rather than approaching e ither 

ex treme . 

Paterson's method has enjoyed a fa ir amount of popularity in South Afr ica. 

Cog ill and Pearson ( 1 978)  report that: 

1 1  some 15 major companies in South Africa have i mplemented 

this system. It is now in operat i on in the Gold, Coal and 

Diamond mining industry as well as the Forestry industry and 

has been implemented across d iffering industries, organ i za­

t ional s tructures and organizat ional cl imates1 1  Cogi 1 1  and 

Pearson ( 1 978 , p. 5) . 

3. 1. 3 Hay Guide-Chart Prof ile Method 

The Hay method is a relative newcomer to the South Afr ican scene. It has, 

however, been used overseas for the past 35 years. The method is centred on 

three main factors: kno11v-how, problem solving and accountabil ity. Each 

fac to r  is assessed acco r d i ng to its a im gu ide-chart and a quantitat ive 

measure obtained. Scores pe r ta i ning to each factor are then added together 

to give a total score to the job. 

The individual factor guide-charts incorporate two or three sub-dimens i ons 

wh i ch impact on the major d imension under cons iderat ion. For instance, the 

fac tor termed 1 1 know- how1 1  is seen as a func t i on of the dep t h  of knowledge or 

exper ience required to cope w ith the job as well as the demands made on co­

ord i na t ing and human relat ions skills. Combin ing these d imens ions results in 

a matr ix from wh ich the score for 1
1 know-how1 1  may be extracted. In the same 

ve in the "problem solv ing• • factor has two sub-divisions, namely, the scope 

of the problems involved and the nature of the problem. " Accountability'' 

as a factor is seen to be influenced by the freedom to act, the impact of an 

act ion on the bus iness and the magn itude of th is impact. 

The Hay method appears to be used qu ite extensivel y overseas and is said to be 

currently in use in 28 different countries, including South Africa. 
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3 . 1. 4  The NIPR Q Method 

The key factor i n  the quest i onna i re or  "Q" method i s  the qua l i ty of decis i on­

mak i ng requ i red to pe rform a spec i f i c  job . The rationa l e  i n  th i s  method may 

be descr i bed as fo l l ows. Every job i ncumbent, i r respect ive of the l eve l o r  

nature of his job, has to so l ve a var i ety of prob l ems wh i ch have a bear i ng on 

h i s work and dec i de on a course of action . The comp l ex i ty of the dec i s i ons  

to be made var i es f rom job to job and prov i des a bas i s  on wh i ch the job demands 

may be eva l uated. A job i ncumbent cannot, however, make dec i sions at random . 

There are usua l l y  certain constraints p l aced on the dec i s i ons that he under­

takes . The factor "contro l s ", therefore, becomes a re l evant concept and serves 

to qual i fy the nature of the dec i s i on factor .  Furthermore, i n  tak i ng dec i s i ons 

the job i ncumbent comes i nto contact w i th peop l e  both w i th i n and outs i de the 

organ i zat i on .  Consequent l y, there is the i mpact factor to be cons i dered i n  

qua l ify i ng the dec is i on comp l ex i ty .  The Q Method, the refore, consider s  th ree 

factors : dec i s i on-making, contro l s  and contact w i th peop l e .  

Any job eva l uat i on stand s or fa l l s  on the qua l i ty of i nformat i on on which the 

a s sessment i s  made. Consequent l y, the Q method emp l oys spec if i c i nformat i on­

gather i ng techniques that are des i gned so as to ensure that 

(a) a l l pert i nent i nformat i on i s  gathe red and 

(b) that i t  i s  dea l t w i th in as object i ve a fash i on as pos s i b l e .  

The i nfo rmat i on gathered i n  the above fash i on i s  app l i ed to a set of sca l es 

encompass i ng the Q method's th ree ma i n  facto rs.  Each sca l e i s  set out as a 

matr ix. I n  the body of the matr ix are def i n i t i ons w i th wh i ch s pec i f i c  aspects 

of a job are compared . Each def i n i t i on i s  g i ven a numer i cal va l ue. The 

f i na l  outcome is, therefore, a quant i tat i ve measure of the job's va l ue i h  

terms of the t h ree factors  emp l oyed. 

The 1 1 Q1 1  method has been we l l  received by i ndustry and current l y  enjoys a w i de 

measure of popu l a rity . 

3 .  1 . S  The NIPR  Fixed Grade Method 

The F i xed G rade Method (FGM ) was deve l oped by the NIPR i n  response to the need 

fo r  a re l at ive l y  qu i ck and ea s i l y understood method for eva l uat i ng 1 ower ­

l eve 1 jobs. As i ts centra l  thesis the method adopts the concept of job com­

p l ex i ty. The measurement o f  comp l ex i ty i s  mod i f i ed and made more ba l anced by 

th ree fac to rs name l y  the ed uca t i on and experience requ i red to und ertake the 
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j ob demands and the nature of cont rol s  placed on the incumbent's behaviour. 

Each factor is rated on a five po i nt descr i pt ivel y anchored scal e. These f ive 

po ints correspond to the five grades embod i ed in the FGM. The h ighest rating 

on either of the three scales o r  the gl obal rating is thereby taken as the 

grade w ithin which the job fal l s .  Examples of job descriptions at each of the 

f i ve grade l evel s are provided for grading a j ob in terms of max imum s im il ar ity. 

The method is s impl e and easy to admin iste r. · Furthermore, the time taken to 

conduct an evaluat ion exerc ise using th i s  method is rel atively short i n  com­

parison with othe r methods. The cost of grad ing a l ow l evel job can thus be 

brought down whil e the results of the evaluation are suffic ient for the normal 

personnel management appl ications. 

I n  terms of a unitary job eval uat ion method encompassing al l jobs in the orga­

nizat ion , the FGM is obviousl y inadequate. It deal s onl y with the l ower grades. 

The disadvantage is, however, offset to a g reat extent by two factors . Firstl y, 

the FGM correlates very strongl y with the correspond ing l evel s in the Paterson 

and Q methods. One could, therefore, use the FGM at the l ower l evel s to gain 

the advantages inherent in the method and then fol l ow on up  the job hierarchy 

w i th either the Paterson or Q methods. Secondly, the pr ime advantage to be 

ga i ned by using the FGM is that i t  �an be d irectl y 1 inked to a sel ec t ion sys­

tem f o r  the l m•;e r levels (Verster 1 977 ) , 

W i th its mult iple advantages the FGM cur rently enjoys a h igh degree of popu­

lar ity . 

3. 1.6 Concl us ion 

The job eval uat i on methods described above are by no means the onl y ones 

avail abl e .  Others such as Peromnes, Urwick Profil e, Jaques Time Span and 

var i ous po int and factor compar ison methods may be util ized. The choice of 

a job eval uat i on system cannot be presc r ibed. It is up to the organ i zation to 

dete rm ine its needs and then exam ine al l ava il abl e methods for the most 

su itable method in the g iven c ircumstances. Al l have the same aim of determi­

n i ng a method by wh i c h equal pay for equal work may be establ i shed . They d i ffer 

only in terms of the i r  und e rl y ing assumpt i ons by wh ich th is a im may be ach i e­

ved . 
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3. 2 A Theory Of Reward 

The outcome of job eval uation is the establ ishment of a particul ar j ob's value 

to the organ i zat i on .  In, for instance, the Q and Paterson methods, this val ue 

is expressed quantitatively by al l ocating a total poin t val ue to the j ob .  Deal­
i ng with numerous individual jobs wou l d, however, be a cumbersome matter in, 

fo r exampl e ,  the creation of a pay structure. Consequentl y, j ob grades are es­

tablished. Thus, jobs with l argel y simil ar points al l ocated to them are grouped 

together i n  a g rade. This is demonstrated in TABLE 2. A hierarchy of grades 

is thereby created, each grade representing a particul ar range of val ue. 

TABLE 2 JOB GRADES 

TITLE PO I NTS  GRADE 

Managing Director 1 58 
I 

1 0 
Technical Director 1 46 

Regional Manager 1 3 0 
9 

Branch Manager 1 1 7 

Personne l  Off i cer 1 1  2 

. ,  8 

It is then l ogical to assume that the bas i c  pay al l ocated to a job shoul d 

fo l low a simil ar format. In broad terms, therefore, bas i c  pay shoul d i ncrease 

with grade rank. One cannot, however, pay al l jobs i n  a part i cul ar grade 

exact ly the same amount. For a start they are not al 1 of exactly equal sen i o­

ri ty. Each grade may, therefore, be al l ocated a pay range (see TABLE 3 ) . 

Using the mean pay of each grade one can generate a pay curve as i n  F IGURE 4. 
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TABLE 3 PAY RANGES 

GRADE RANDS PER MONTH 

1 0 800 - 1 000 

9 600 - Boo 

8 400 - 600 

Wha t form shou l d  t h i s  cu rve take? In b road terms Pa te rson suggests that i t  

should demonst ra te an  exponen t i al form . The ra t i onale i s  as follows . The 

FIGURE 4 A PAY CURVE 

MEAN 

BASIC PAY 

PER 

MONTH 

1 000 

o...,... ______________ _ 

JOB GRADE 1 0  

Pa terson dec i s i on bands may be seen as a h i era rchy . Due to t he i ncreas i ng 

j ob complex i ty i nhe ren t i n  each band they become of i nc reas i ng value to t he 

organ i za t i on .  They should , therefore , be pa i d  i n  i nc reas i ng amou nts . I n  j ust­

i fy i ng th i s  Pa te rson i nvokes the concepts of co-ord i na t i on a nd respons i b i l i ty .  
By the assumpt i on t ha t  respons i b i l i ty cannot be delega ted he genera tes the ob­
ve rse assumpt i on that  respons i b i l i ty i s  accumula ted as t he h i e ra rchy i s  ascen­

ded . Th i s  accumula t i on ta kes an exponen t i al form . To substan t i a te  t h i s he 

g i ves the example i l lust ra ted i n  TABLE 4 .  ( Pa terson , 1 972 (a )  Vol . 1 , p .  1 54 ) . 
Consequen tly , he p roposes, tha t  the pay curve s hould demonst rate a n  exponen­

t i a l  form . For an examp l e  of t h i s  fo rm see FIGURE 4 above .  Pa t terson has 

subsequent l y  found tha t i n  pract i ce the bas i c  pay cu rve does i ndeed tend to 
adopt th i s  form whether the pay st ruc tu re i s  based on j ob evalua t i on or not . 
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TABLE 4 ACCUMULATION OF UNITS OF RESPONS IBILITY BY BAND 

BAND ACCUMULATED UNITS 

0 
1+ 1 =2 

B 1+2+1 =4 
C 1+2+4+1 =8 

1+2+4+8+1 = 16 
E 1+2+4+8+16+1 =32 

3. 3 Pay Different iation 

In the section above the general form of the pay curve was discussed. Al­

though there may be one general form , there are, however many different curves 

that can express th is form (see FIGURE 5) . 

F IGURE 5 D I FFERENT EXPONENTIAL CURVES 

MEAN 

BASIC 

PAY 

JOB GRADES 

An immediatel y apparent difference in the curves shown in FIGURE 5 is the 

steepness of the curve. Two extremes are shown in FIGURES 6 (a) and (b ) . 

I n  the case o f  the steep curve great d ifferent iat ion is made between the 

g rades with regard to mean basic pay. In the case of the shal l ow curve, 

far less different iation is made. The degree to which one different iates 

between the pay of adj acednt grades is, therefore refl ected in the sl ope 

of the pay l ine. General ly ,  the more different iat ion, the greater the 

slope. Paterson ma inta i ns that there are, however, 1 imits to the magnitude 

of the s l ope. He argues that if the slope is shal l ow  and there is consequentl y 

l ittle d ifference be tween the bas ic pay of adjacent grades, then there is 

l ikely to be d iscontent on the part of the job incumbents . Furthermore, such a 

slope may not encourage an employee to seek promot ion. On the other hand, if 

the slope is too steep, resentment may emanate from lower pa id employees. The 



F IGURE 6 ( a )  STEE� CURVE 
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F IGURE 6 (b) SHALLOW CURVE 
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resu l t  may be labour unrest. The s l ope may be expressed quant i tat i vely i n  

rat io form . Th is i s  demonstrated i n  FIGURE 7. In th is f i gure the data has 

been transformed i nto log form for the reason that it i s  eas i er to work w ith 

a stra ight 1 i ne than w i th a curve. The log form conven i ently turns the expo­

nent i al curve into a stra ight line. Express i ng the slope quant i tat i vely, 

FIGURE 7 

MEAN 

BAS IC 

PAY 

MEASUR ING THE SLOPE 

- - - - - .A 
y 

JOB GRADES 

X x/y = slope 

Paterson ma i nta ins that the lower 1 i m i t  (shallow curve) should be placed at 

1 , 25 and the h igher at 1 , 5 .  Backer (1977) further ma inta i ns that i t  has been 

emp ir i cally establ i shed in Southern Afr i ca that the pay slope for unsk i lled 

and s em i -ski l led j obs should 1 i e  between 1 , 25 and 1 , 65 .  Note, however, that 

F I GURE 8 .  

MONTHLY 

BAS IC 

PAY 

GRADE PAY RANGE 

l:U NI t:W.M 

GRADE 1 

J OB GRADES 

PAY SLOPE 

} PAY RANGE 

both au tho rs work w i th the 1 l grade Paterson job evaluat i on system . Further­

more, not all authors agree \� i th th i s  extent of d ifferent iat i on. Armstrong 

(1974 ) suggests that an averase of 20% d ifferent i al or 1 , 2  slope, i s  the 

best regardless of the job evaluation system used. 
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3 . 4 Pay Ranges Of The Number Of Grades In The System 

The pay range refers to the d i fference between the maximum and minimum basic 

pay accorded to a job grade (see FIGURE 8 ) . The pay range may be great and/ 

or smal l (see FIGURE 9 (a) , (b) and (c) ) .  

FIGURE 9 (a) SMALL RANGE FIGURE 9 (b) LARGER RANGE 

MONTHLY MONTHLY 

BASIC BASIC 

PAY PAY 

·JOB GRADES JOB GRADES 

MONTHLY 

BASIC 

PAY 

FIGURE 9 (c) BOTH 

JOB GRADES 

The pay range for a grade may be used to refl ect the rel ative emphasis the 

organization may wish to pl ace on promotion and performance. If, for exampl e, 

the emphasis is pl aced on encouraging employees to seek promotion then 

t he g rade  range  w i l l  be re l a t i ve l y  sma l l .  Consequen t l y ,  to i nc r ea s e  his ba s i c  

pay, the empl oyee has to vie for promotion. On the other hand if the emphasis 

i s  placed on performance within the contest of the cu rrent job then the 
g raoe range wil l be relativel y l arge. In this way the range can accommodate 

i n c reased reward for performance. 

Concomitant with the above, the grade pay range may al so be seen as a function 

of the j ob demands. For instance, in any job three devel opmental performance 

phases may be identified. These are the learn i ng, qual ified and premium 

performance phases. Thus , wi th time the job incumbent may l earn to be profi­

cient in the j ob and may even attain a superior l evel of performance. In terms 

of the routine job the l earning phase may be qui te short. It does not take 

l ong before the incumbent can pe rform the job at an acceptabl e standard. 
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A different situation, however, may occur with more compl ex jobs, 

such as the manager's job. The learning phase is much Jonger as there are far 

more tasks to be mastered. Furthermore, due to the nature of the job, it is 

more d i fficul t to ascertain when a level of competency has been reached. Ex­

empl ifying the concept by extremes, the job incumbent of a routine job either 

performs acceptabl y or not. The tasks should not take him l ong to l earn and 

are usual l y  subject to str i ct performance standards. The basic pay range for 

grades pertaining to routine tasks shoul d, therefore, be smal l as the job 

al l ows for l ittl e performance variation. On the other hand the pay range for 

managerial j obs shoul d be much l arger so that the organization may reward an 

increased performance level . 

Basical l y, therefore, in determining grade pay ranges two factors shou1d be 

borne in mind. These are firstl y, the rel ative emphasis to be pl aced on 

promotion and performance and secondly, the nature of the jobs within a given 

grade. 

3. 5 Grade Overl ap 

Grade overl ap refers to the extent to which the minimum wage of the higher 

grade i s  overl apped by the maximum wage of the l ower grade. This is depicted 

i n  FIGURE 10. 

F IGURE 10 GRADE OVERLAP 

MAX 

GRADE 1 

M I N  - --------- -- -- -·- --

,--------------------MAX 

GRADE 2 
� - - - - - - - - - - -OVERLAP 

The assumpt i on underl ying grade over l ap is that a newcomer to 

the h i gher grade may i nitial l y  be of equal or l ess val ue to the organizat i on 

than the ful l y  experienced emp 1 oyee performing at the highest or prem ium l evel 

of the next lowest grade. In terms of the performance devel opment phases 

mentioned earl ier a l earner in the higher grade is of l ess val ue than the 
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prem ium performer in the lower grade. Th is s ituat ion i s  demonstrated in 

FIGURE 1 1  . 

Rl O O  

R50 

FIGURE 11 PERFORMANCE OVERLAP 
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3 . 6 Sub-G rad ing 

If it is fel t that in the c ircumstances the job grades do not adequatel y 

distingu ish between j obs then the concept of sub-grad ing may be resorted to. 

Paterson , for instance ,  makes the fol l ow ing statement :  

1 1A grade may be div ided into sub-grades in order to prov ide 

d ifferent ial s that i nd icate, in greater detail , d ifferences 

in value of the job 1 1 (Paterson, 1972, (b), p .  73). 

There are no hard and f ast rules as to exac t l y  how many sub-grades shoul d 

be adopted. It is ev ident though that no more than three sub-grades shoul d 

be c reated w i thin one grade for the follow ing reasons : 

(i) it is far easier to classify jobs into t\vO or three 

f ine categories than it is to place them in one of 

six f i ne categor ies ; 

(i i) as the number of sub-grades increases, the d iv id ing 

l ine between two sub-grades becomes progress ivel y more 

bl urred w i th the resul t that the task of al locat i ng jobs 
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to sub-grades becomes more subjective ; and 

{iii) the job grading system shoul d be easy to understand 

if t he l abou r force  is to a<..c.ep t  a pay s t.ru c ttHP. ba sed 

O i l  i l .  

The issue of sub-grades is, therefore, a fl uid one and it is up to the orga­

nization to decide how to handl e the issue in the given circumstances. As 

a guide, Paterson has found in practice that : 

3 . 7 Concl usion 

{a) no more than three sub-grades shoul d be crea ted and 

(b)  sub-grading is more appl icabl e to the l ower g rades than 

to the higher grades . 

I f  the pay structure is to impart any form of rational ity it must be based 
on job eval uation. Several job eval uation methods have been presented and 

it is up to the individual organization to ascertain which method best suits 

its needs .  Once the basic job grades have been determ.ined their conf i gura­

tion may be determined by the magnitude of the pay sl ope, the pay ranges and 

pay overl ap. The resul t is a fundamental pay structure pertaining to the 

, basic wages paid by the organization. 

4 .  PAY SYSTEMS 

The emp l oyee's ba s i c  pay may e i t he r  be s ta t i c  o r  it may inc rease w i th  ba s i c 

performance l evel s. Furthermore, his to tal pay may be derived from different 

reward systems. Thus, besides basic pay the empl oyee may be further rewarded 

by bonus schemes and various al l owances. The issues to be deal t with in this 

section concern the increase in basic wages as it appl ies within a job sphere . 

Comment wil l al so be made on suppl ementary reward systems. 

4.1 I ncremental Systems 

It  is convenient in discussing incremental systems to refer once again to 

devel opmental phases deal t with previousl y. I t  was then impl ied that an 

empl oyee increased in val ue to the organization as he progressed through 

these basic performance l evel s. I t, therefore, fol l ows that if he is to be 

rewarded according to his basic val ue then his basic pay shoul d increase as 
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his value increases. The resultant pay increase is usually expressed in 

terms of a pay scale of which there are two general types. Each type is 

discussed below. 

4. 1 • 1 Fixed Seal es 

With a fixed scale the pay range is divided into notches. An employee, thus, 

advances from notch to notch until he reaches the maximum for the grade or 

sub-grade as the case may be. The criterion for advancement is usually based 

on job tenure and an increase or notch is automatically awarded according to a 

specific time period. 

EXAMPLE 

lltBASIC WAGE 

IN RANDS 

PER MONTH 

!GRADE STARTING AFTER 1 YR AFTER 2 YRS AFTER 3 YRS AFTER 4 YRSI 

1 150* 160 170 180 190 
I 

2 190 200 210 220 230 

In this example the employee automatically receives an increase after he has 

been in the job for one year. For instance, an employee starting in Grade 

would receive R150. After one year this would become R160 and so on. 

The advantages of this system are that it is clear cut and easily understood. 

Furthermore, the employee is able to plan ahead in terms of financial matters 

and can do so with confidence. There are, however, disadvant�ges as well. 

Firstly, no matter how well or badly the employee performs, he still receives 

an increment. There is, therefore, little incentive for the employee to im­

prove his general level of performance. In fact it encourages the employee 

to determine the lowest level of performance that management can tolerate 

and then to perform at that level. Secondly, by not having any influence 

over the increments, management is denied the opportunity of using it to 

motivate employee behaviour. 

It can be argued that the fixed increment system is inappropriate for organi­

zational levels above junior management. If it is to be applied at all it 

should only be applied at the lowest levels where the jobs offer 1 ittle scope 

for performance variation. The system is, for instance, used for unskilled 

and semi-skilled labour in Southern Africa. 

The fixed increment scale may be modified slightly in an effort to make it 

I 

I 
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more f l ex i b l e . One such mod i f i cat i on enta i l s the st i pu l at i on that notches be 

w i thhe l d  or j umped at the d i scret i on of the super i or .  Th i s  a l l ows the i ncre­
ment to be l i nked to j ob perfo rmance thereby enab l i ng the system to be used as 
a va l i d  management too l .  Another variat i on of the f i xed sca l e  i s  to prov i de 

automat i c  i ncrements up  to a certa i n  po i nt a nd from there onwards i ncrements 
are awarded accord i ng to the genera l l eve l of performance. Th i s  system i s  

des i g ned i n  recog n i t i on of the fact that performance may be d i f f i cu l t to assess 

d ur i ng the l earn i ng phase . 

4 . 1 . 2  Var i ab l e  Sca l es 

Var i ab l e  sca l es d i spense w i th the concept of notches . Instead the super i or 

i s  a l l owed to award any s i ze of i ncrement prov i ded that the resu l ta nt ba s i c  

wage i s  not i n  excess  of the max i mum for the job . Gu i de l i nes may or may not 

be set for the super i or as to the. mag n i tude of the i ncrement to be accorded 
to each performance l eve l . The var i a b l e  approach embod i es great f l ex i b i l i ty 

a nd a l l ows the super i or to use the pay. sca l e  free l y  to mou l d  subord i nate 
performance . 

4 . 2  Supp l ementary Pay 

It shou l d  be recogn i sed that j ob eva l uat i on me� hods are emp l oyed· to estab l i s h 

the bas ic  pay for a part i cu l ar j ob . Bas i c  pay , however , does not necessar i l y 

const i tute t.he emp l oyee ' s  tota l earn i ngs for a part icu l ar per i od of t i me .  

An emp l oyee ' s  bas i c  pay may be supp l emented by f i na nc i a l  rewards der i ved 

from other reward systems . Thus , prof i t  shar i ng schemes , product i on bonuses , 
attendance bonuses , l ong serv i ce payments a nd the l i ke a l l const i tute su pp l e­

mentary rewards . Tota l earn i ngs may , therefore , compr i se both bas ic  a nd 
supp l ementary f i nanc i a l  rewards . 

For the purpose of formu l at i ng a su pp l ementary reward system or of rev i ew i ng 
ex i st i ng systems , each system shou l d  be v i ewed i n  i so l at i on .  Such a n  approach 

w i l l  a i d i n  the c l ar i f i ca t i on of u nder l y i ng assumpt i ons and reasons as they 

perta i n  to the nature and  necess i ty of the reward . Each reward system shou l d  

have a c l ear obj ect i ve that re l ates va l i d l y  e i ther d i rect l y or i nd i rect l y  

to the corporate strategy . If an  obj ect i ve cannot be formu l ated or i f  the 

obj ect i ve i s  i nva l i d the reward system shou l d  not be used . A l l too often 

the reasons for i nst i tut i ng a su pp l ementary reward system over- emphas i ze the 

ro l e  of money as a mot i vator . The common assumpt i on i n  such cases i s  that 

i f  the emp l oyee i s  pa i d  more he w i l l  be far happ i er a nd more product i ve .  Such 

an  attitude can very we l l  l ead to a substant i at i on of Gresham ' s  l aw :  Good 

money fo l l ows bad money . 
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PART 2 

CONS I DERAT I ONS REGARD I NG IMPLEMENTAT ION 

The purpose of th i s  part of the report i s  to prov i de the reader with some 

i ns i ght  i nto pract i cal i ssues to be faced when at tend i ng to the canpany ' s  pay 

structure. As the pay structure is dependent to a sign i ficant ex tent  on  the 

s i tuat i onal var i abl es onl y basic issues are deal t w i th i n  the d i scuss i on that 

fol l ows. Thus, the mat ter is not exhaust i vel y deal t w i th and the d i scuss i on 

shoul d be v i ewed rather as a general gu i de to the prac t i cal s i tuat i on. 

The d i scuss i on that fol l ows i s  d i v i ded into  f i ve sect i ons. The f i rst  sect i on 

deal s w i th the establ i shment of a task force to handl e the i nvest i gat i on of 

the pay structure. The second deal s w i th the eval uat i on of the exist i ng 

structure g i ven the assumption that th i s  structure has not been based on any 

prev i ous formal anal ys i s. The th i rd deal s w i th the des i gn of a new structure. 

The fourth deal s with the cal cul ations that have to be made in the des i gn of 

a pay structure. The fifth deal s with the i mpl ementat i on of a new pay struc­

ture . 

1. ESTABL ISH ING THE TASK FORCE 

Pay is a mat ter of great concern to al most every empl oyee i n  the organ i zat i on. 

Consequentl y pay mat ters must be deal t with by those peopl e w i th the authority 

to make i mportant dec i sions and such mat ters must be deal t w i th i n  an effic i ent  

and effect i ve manner. On l y  in this way can the empl oyees come to trust and 

accept the pay structure . Due to the i mportance of the mat ter, therefore, the 

first step i s  to ensure the total comm i tment of top management .  I t  i s  top 

management that is charged with making pol i cy dec i sions and undoub tedl y such 

dec i s i ons wil l be required i n  the course of des i gn i ng a pay s tructure. Further­

more, i f  a l abour un i on is invol ved in the affa i rs of the organ i zat i on i t  too 

has to be br i efed on the s i tuat ion and i ts comm i tment ga i ned. The nex t step 

shoul d enta i l  t he format i on of a task force that  w i l l  undertake the i nvest i ga­

t i on of the prevail ing pay struc ture and the poss i bl e  des i gn of a new structure. 

This task force or comm i t tee shoul d be 1 i mited in s i ze to ensure effective and 

eff i c i ent  funct i oning . I t  must i ncl ude a key decis i on-maker i n  the organiza­

t i on such as the Genera 1 Manager or one of his management team · Idea 1 1  y it  shou 1 d 

al so i ncl ude a worker representative who has ful l negot i ation rights. The 

Personnel Manager and at l eas t one senior l i ne manager shoul d be i ncorporated 

to compl ete the task force . 
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The task force shoul d be given a specific formal brief on its objec tives, 

authority and time l imits. Given these cons tra ints  it s houl d then draw up an 

ac t i on p l en to ensu re  t he smoo th  a nd effective func t i on i ng  of the invest i gat i on .  

The manner in which a pay i nves tiga tion i s  conduc ted can be crucia l to the 

eventual acceptabil ity of the proposed pay structure. Consequentl y consider­

abl e thought shoul d be given to matters d eal t with above. By no means shoul d 
such an investigation be tackl ed in a haphazard manner. 

Formal training in the theory and practice of devel oping a wage structure 

for at l east one of the team members is a worthwhil e investment for the · 

company to make. 

2. EVALUAT ING THE PRESENT STRUCTURE 

Each and every organization has a pay structure. Not al l organizations have, 

however, based the structure on a formal anal ysis. This section descr i bes how 

the prevail ing basic pay structure may be formal l y  eval uated. Four steps are 

invol ved in pl acing the structure on a formal footing. These are : 

(i) Conducting a j ob eval uation exe rcise 

(ii) Compil ing existing basic pay data 

(iii) Drawing the prevail ing structure and 

( i v )  Eval uating the prevail ing structure. 

Thus, onl y once the jobs in the organization have been eval uated and the pay 

data rel ated to the job grades can the prevail ing pay structure be anal ysed. 

Each of these steps is deal t with bel ow. 

2. 1 The Job Eval uation Exercise 

The theory of j ob eval uation and the various j ob eva l uation systems have 

al ready been deal t with. The purpose of this section, t�erefore, is to 

outl ine some of the main points to be observed when actual l y  conducting a 

job eval uation exercise. 

The first step in the j ob eval uation exercise is to draw up an action pl an 

detail ing the actions to be taken, the personnel responsibl e and the time 

al l ocated to the task. The broad areas that coul d be incorporated into action 
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pl anning are the education of the personnel affected with regard to the con­

cept of job eval uation, the compil ation of job descript i ons and the eval uation 

of job descript i ons. Formal act i on plann ing not onl y serves to structure the 

job eval uat i on exerc i se but it al so serves to al ert the operating personnel 

as to when and for how l ong the exerc i se w i ll directly affect them. In this 

way the operat i ng personnel can prepare themselves in advance for: 

(a) the exerc ise itsel f and 

(b) any d i srupt i ons the exerc i se may have on normal operating act i v i t i es. 

One way of ga i n i ng the i r  comm i tment , therefore , i s  with an i l l ustrat i on of 

eff iciency. It should al so be noted that without the commitment of the oper­

at i ng personnel , numerous obstacl es coul d be encountered i n  the job evaluation 

exerc i se and, in fact, the whol e exerc i se cou l d  f l ounde r . 

Hav i ng prepared the ground work , the next step shoul d invol ve the compil at ion 

of job descript i ons. The job descr i pt i on forms the basis of the whole eval u-

a t i on exe r c i s e and u 1 t i ma t e 1 y the pay s t r u c tu re . I t i s i mper a t i v e , therefore , 

that the job descr i pt i on accuratel y describes the job under considerat iori. To 

ensure the necessary accuracy , the wr i ter shou l d  observe as much of the job 

for h i ms e 1 f a s i s po s s i b 1 e a n d then fo 1 1 ow th i s u p  w i th an i n t e rv i ew of the 

job i ncumbent and his super i or. A draft descript ion shoul d then be prepared 

and subm i tted to both the i ncumbent and the super i or for rev i ew and chal l enge . 

Onl y when they are satisf ied that the descr i ption accuratel y portrays the j ob 

can the job descript i on be f i na 1 i zed . In some ca ses the job incumbent may 

himsel f be qu i te capabl e of descr i b i ng his job i n  terms of a structured j ob 

descr i pt i on format. When th is s i tuat i on applies the i ncumbent shoul d be en­

couraged to do so under the gu i dance of the Personnel Department. In th i s  way 

t. i ' l l t '  i s  sav ed and t he method a l so s e r ves  to i nco rporate the j ob i ncumbent 
i n t u  the exe rc i se a n G  a i ds i n  r� a i ning h i s  comm i tmen t. 

It should be remembered that the exercise a i ms to descr ibe and eval uate jobs , 

not worker�. In this respect it is possib l e  that a number of indiv idua l s  are 

do ing the same job . If the wr i ter is satisfied that the j obs are the same it 

is not necessary to approach each worker in order to compi l e  a job description . 

Instead he coul d concen t rate on one ind i v i dual per form ing a g iven funct i on in 

order to gain the necessary informat i on and then check the draf t  w ith  the other 

job incumbents or a samp l e  of these i ncumbents. 
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F i nally, due to the i mportant ro 1 e  of the j ob d escr i pt i on in  t he evaluation ex­

erc i se and the fact that the collecting of data neces sar i ly encroaches on 

production t i me and personnel ,the comp i lation of job descript i ons s hould only 

be done by personnel tra i ned to an acceptable level of profic i ency i n  the 

wr i t i ng of job descr i pt i ons. 

Once the  job descriptions have been f i na 1 i zed they may then be subm i tted to 

the job evaluat i on comm i ttee for the i r  evaluation. Th i s  comm i ttee s hould be 

restricted i n  number to about f i ve or six members.  The compos i t i on of the 

comm i ttee could be, for i ns tance, as follows : 

( i )  a representat i ve of the Personnel Department i nvolved i n  the compilat i on 

of the job descr i ptions 

(i i )  a s enior manager 

(i i i ) a manager from the particular section of the organ i zat i on to wh i ch the 

job desc ript i ons under cons i deration at any one t i me perta i n  

( i v) one or two manag ers from sections o f  the company other than that to 

which the jobs be i ng evaluated belong 

(v) a worker r�presenta tive 

(v i )  i f  the personnel repres entative cited above i s  a junior member of the 

department  it would be neces sary to i nclude a s en i or manager i n  the 

personnel d epartment. 

The compos i tion of the committee ma� fluctuate in that d i fferent 1 ine managers 

w i l l  be i ncluded as the exerc i se moves throug h the organ i zat i on .  All the 

members must, however, be totally c01versant with the job evaluat i on system 

that has been adopted by the organ i 2:1t i on .  W i th regard to the evaluat i on 

exe rcise i t se l f , the committ ee member; s hould be iso l a ted from their da i ly 

respons i b i l i t i e s so  t ha t they can co1centrate un i n terruptedly on the t a 5 k  a t  

hand . 

I n  conclusion the job evaluation exerc i s e s hould be charac t (�r iL cd by  1 l w 

i nvo \ v�men t  a nd c.omm i tment of the o-gan i zation's personnel . The ou tpu t  o f  

the  exerc i s e i s  t he a l  loca t i on of eac h  and every job to a part i cu l ar j ub �1 1 , l d ,· . 

If  a sub-grading sy stem i s  u s ed then, of course, the jobs s hould be al l nc, l l t >d 

accord i ngly.  

2 . 2  Pay Data Comp i lation 

Da ta pe r ta i n i ng to BA S I C  pay s hould now be g athered fo r each job � r  .. h .k .  Tht.' 
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pu rpose of gathering such data is to cal culate the max i mum , min i mum and 

mean pay for each grade .  The most accurate cal culations are made by gathering 

data on the basic pay of every single job incumbent . In some instances, 

however, this may not be possible ,in which case a valid sampl ing technique 

may be employed with regard to each job grade. l deal l y, though,the former 

data coll ection method i s  recommended . 

The first step in col l ecting the necessary data is to l ist the j ob titl es 

fal l ing into each grade. The basic pay of each person is then recorded next 

to the appropriate job titl e .  It is not adv i sabl e to use the names of any of the 

j ob incumbents ; in any case all that is required is the pay val ue. 

Th i s  data may then be re-organized so that the pay val ues for each grade are 

presented in descending order . Next to each pay val ue is noted the number  

of empl oyees earning that part i cul ar pay . The total number of  empl oyees 

fall i ng into each grade is cal cul ated. 

Having prepared the data in a convenient form, the maximum ,  m i nimum, and mean 

pay for each grade may be calcul ated . I n  doing so the first task is to 

ident i fy pay anomal ies. The pay anomaly 1 s  a pay val ue that is far too high 

or far too l ow rel ative to the general wage distribution for a particul ar 

grade . An exampl e is presented bel ow. 

EXAMPLE 

G rade 1 pay in Rands per month 

1 50 - - - - - - - - - - - - ANOMALY 

90 
8 5 
80 
7 0  

6 5  

3 0  - - - - - - - - - - - - - ANOMALY 

The anomal ies may be visually separated out quite easil y when they are as 

obvious as those presented in the exampl e .  They may al so be statisticall y 

determined . This may prove to be a more convenient procedu re when there i s  a 
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l arger  data set. The method that can be used in this case conce rns the stan­

da rd dev i at i on of  the da ta. I n  t h i � way cu t -off co i n ts  may be established that 

� � p d 1 a t t- t ht- 1° .1 1 1 H · 1 i t  ; ,  • .  , f r ,"11 t he 1 1 1a i n  �,<Jdy t; f t h(: d ;J t :L These po i nts rep re-

i;en t t h� r eq 1d n!!d m11.1 1 mum ;, n ,J m i n i mum pay l eve l s .  

Having determined the maximum and minimum for each grade and appropriate l y  

recorded this information, the mean pay for the grade may easil y  be ca l cu l ated. 

2.3 Drawing The Pay Curve 

The information gathered i n  the above phase may now be used to p l ot the pay 

curve. This pay curve wi l l  represent the status quo with respect to basic pay. 

For conven i ence sake the pay curve is d rawn on semi- l og graph paper. The reason 

is as fol l ows : It was prev i ousl y suggested that the basic reward system conforms 

to an exponential cu rve. A curve, however, is difficul t to wor k  with and as 

such it is p referab l e  to convert the data to a st raight l ine format. The l og 

sca l e decreases at an increasing rate whi l st the exponentia l a rithmetic sca l e 

exhibits the opposite p roper ties . Consequentl y the l og scal e is abl e to con­

ve rt the a rithmetic data in such a fashion as to produce a straight 1 ine as 

Opposed to a curve. 

rhe pay curve may now be d rawn w i t h  the j ob grades on the horizontal axis and 

pay on the vertical axis. The mean pay for each grade i s  pl otted. An inmedi­

ate impression can now be gained of the p revail ing pay structure. It is stil l 

necessary, however, to cal cul ate the pay sl ope as this cannot be ascer tained 

visual l y.The stat i stica l technique required is 1 inea r regression. The output 

of this cal cul ation is a straight 1 ine that best represents the gene ral trend 

inherent in the data . 

The 1 inear regression ca l cu l ation de l ive rs three specif i c  s tatist i cs. The 

first determines the intercept of the 1 inea r regression 1 ine with the ver t i cal 

axis . The second determines the sl ope of this 1 i ne. The th i rd ind i cates whether 

a straight 1 ine may va l i dl y  be used to represent the data set. This l ast  statis­

tic is impor tant in that it wi l l  i dentify a dog's l eg situation i.e. where the 

data is so divergent  as to require two separate cu rves to represent the pay 

hie rachy. The s l ope of the regression l ine is of course, wel 1 rated as i t  is the 

sl ope of the pay curve. As mentioned p reviousl y, the sl ope shoul d be between 

1, 25 and 1, 55 if the Paterson system is used , o r  roughl y 1, 2 for the Q method. 

The 1 inea r regression may easi l y  be calcu l ated i n  ve ry 1 itt l e  time using an 
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appropr i ate desk ca l cu l ator and p rogramme. I t  shoul d be remembered , howeve r ,  

t ha t  t he raw da ta need s to  be converted to l og form be f o re the regres s i � n 

may bt� <.a l c u l a t cd . S i m i  l,i r l y  t he <Ju t pu t  o f  t he retJ ress ion calcu i at i s :-i i s  

nece� �ari l y  i n  l og form. The data has , t here f � re ,  to be conver teo i n to 

arithme tic form by the app l i cat i on of an t i · l og5 . 

The regression l i ne is then p l ot ted on the g raph. The maximum and minimum for 

each g rade ,  as p revious l y  calculated, are al so pl ot ted. The g rade box is then 

drawn by extending a horizonta l  l ine, representing the maximum and minimum, 

from the one boundary of  the grade to the o ther. These horizontal l i nes are 

then j oined by the appropriate ver tical l ines to make a grade box. (See fig­

ure ,  page 34. ) 

The ou tcome on the compl etion of the above i s  a visua l  representation of t he 

prevai l ing basic pay structure. It now r emains to analyse th i s  structure. 

2 . 4 Ana l yz i ng The Present  Structure 

The present pay structure shoul d  be anal yzed in terms of t he t heoret ical 

constructs el aborated upon earl ier together with  t he general circumstances 

facing the organizat i on. The objective is to determine whet he r  t he existing 
pay structure is t heoretical l y  and practical l y  appropriate fo r t he organisat i on. 

Obviousl y no two organizations are exact l y  t he same so that t he appropriate 

pay stucture for one o rganization may not p rove to be appropriate for  anot her. 

Consequen tl y  it is diff i cul t to set ou t a specif i c  set of  gu i de l ines to 

determ i ne t he appropr i ateness of a st rue tu re for any one o rganization .  Never­

the 1 ess some po i n ts are l i sted bel ow as a gene ra l guide to evalua t i r.s t he 

organ i zat i on 1 s prevai 1 ing pay structure. ( No t e  t hat here BAS I C  PA Y  i s  be i ng 

dea l t wit h  and not gross remuneration . ): 

(i) Can the pay curve be re?resented ade�uatel y by one st raigh t 

1 i ne? 

(ii) If t he pay curve cannot be' represen ted by a st ra i ght  1 i ne ,  

what is the cause of the s i tuation and what can t he organ i ­

zation do to rectify t he situat ion ? Furthermore, if t he 

situation i s  rect i f i ed wha t impl ications are there for t he 

organiza t i on? Can the organization deal sa tisfactor i l y  w i th 

these i mp l i ct t lons? 

( I ii) Given that  the· pay curve may be represented by a stra i ght 

l ine, wha t is the s lope of this l ine? Does t his � l ope 



36 .  

conform to t he gu i de l i nes es ta b l i shed by va r i ou s  au thor s 

( such  a s  Arms trong ) ?  If the slope i s  too s hal l ow, wha t s hou l d  

be d1 1 1 1� , l 1nw cnn i l hd done ;snd wha t l 1 1 1p l I L i::t l l ou�  tfqV t1 t o  

b� dee l l  w t t h1 W l l l  t h� r e�u l t l Ng , l ope be apptop t l � te  fot  

t he o rga n i za t i on? 

( i v )  If pay da ta i s  broken ou t on a rac i a l  bas i s , i s  t here a ny 

ev i dence of a wage gap? If t�ere i s  a gap , wha t does  t he 

o rgan i za t i on w i sh  to do abou t i t ? Wha t a re t he i mp l i ca t i ons?  

(v ) Wha t i s  t he cu r rent  m i n i mum wage  pa i d  to t he l owes t g rade? 

Is t h i s wage acceptab l e  i n  terms  of pover ty da tum/m i n i mum · 

l i v i ng wage da ta ? I f  not , wha t does t he o rga n i za t i on w i s h  to 

do abou t i t ? Wha t effect w i l l  t he ra i s i ng of t he m i n i mum 

wage have on t he res t of the pay s t ructu re? What w i l l  t he 

rough  cos t  be? 

(v i )  What i s  t he natu re of the g rade ranges? Is the range too 
g rea t ,  too sma l l ,  approp r i a te to t he d i fferent po i nt s  of t he 

h i era rchy? If not ,wha t shou l d  be done and wha t i mp l i ca t i ons  

a re t here? 

(v i i ) Are the va r i ou s  pay g rades c l ea r l y d i scern i. b l e  or  i s  there 

cons i dera b l e  over l ap? Where does extens i ve over l ap occu r?  

Is t h i s  over l ap acceptab l e? If there was too much ove r l ap , 
wha t wou l d  need to be done to rect i fy t he s i tua t i on? 

(vi i i )  How does the emp l oyee move through h i s  g rade ra nge? Are 

t here au tana t ic pay notches based on a t i me factor? Are t he re 
mer i t  no tches? I s  the method by wh ich an emp l oyee moves 

throug h the range ra t i ona l a nd acceptab l e? If not ,what needs 

to be done? What i mp l i ca t i ons  a re there? 

( i x)  Are the re a sign i f i can t  number of pay a nom a l i es ?  If so , what 
can be done a bout them? 

(x ) If su rvey d a ta such as  presen ted by Peromnes a re ava i l a b l e  to 

t he o rga n i za t i on ,  how does the o rgan i za t i on compare? Where 

does t he organiza t i on w i sh  to be i n  re l a t i on to t he l abou r 

ma rket : a n  a bove average payer , be l ow average or average? 

Wha t needs to be done to ach i eve  th i s  obj ect i ve? At rough l y  

wha t cost?  

(x i )  Tak i ng the ana l ys i s  a s  a who l e ,  roug h l y  wha t wou l d  be  the 
·co.s t of mak i ng approp r i a te  adj u s tment s ?  
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Work ing through the po i nts above shoul d enabl e the organ izat ion to form a 

basic apprec iation of the appropriateness  of its prevail ing pay s tructure. 

Al though for purposes of clar ity, the eval uat ion of the present structure �nd 

the des ign of a new structure are deal t w ith separatel y, it is evident tnat in 

pract ice this w il l  not neces sar il y be the case. 

3. THE DES IGN OF A NEW PAY STRUCTURE 

As s tated above, there is no pay structure equal l y  appl icabl e to al l organ iza­

t ions.  The reasons for th i s  are to be found in both the internal and external 

env ironments faced by any one organ isat ion. Each organ izat ion adapts to its 

external env ironment in a part icul ar fash ion, and in do ing so, l argel y determ i nes 
the nature of the i nternal env ironment. Each and every organ izat ion is there­

fore un ique in terms of, for instance, its current strateg ic pos ture, pl anning 

and control sys tems , soc ial respons ib il ity, object ives and concern w ith the 

effect ivenes s of its personnel function. In turn, aspects of the internal 

env ironment w i 1 1  of themsel ves pl ay a s ign ificant rol e in the des ign of an 

appropr i ate pay structure. Cogn isance therefore has to be taken of the na ture 

of the internal env i ronment if an effect ive pay s tructure is  to be formul ated . 

There are, however, part icul ar aspects of the external env ironment that have 
to be taken into cons ider�t ion. Exampl es are the nature of the l abour market, 

government l eg isl at ion w ith regard to m in imum wages and soc ial pres sures on the 

organ izat ion to behave in a particul ar manner. Sal ient features of the external 

env ironment have, therefore, to be accounted for in the design of the pay 

structure. 

Incorporat ing the effects of numerous var iabl es in the pay s tructure into the 

des ign of a new structure can be a compl ex task. It is advisabl e, therefore, 

to approach the matter in a structured fash ion. Bas ical l y, th is shoul d enta il 

the formul ation of a standard theoret ical model wh ich may subsequentl y be 

fash ioned accord ing to the organ izat ion's need s. 

The des ign of the bas ic theoret ical model shoul d  convnence w.i th a general formu­

l ation of the organ izat ion's pay po 1 icy. A t  th is s tage a deta il ed pol icy is 

no t n�c es ') ,H i ly r equ ired . Th� <1b j t� r. t  hi e '.  i �  1 1 te r C' 1 y  to q a in a n  ovt• r v iew o f  po l i cy 

w i t h  the ()nly d e ta i l ed i n f ,)rrna ti,m r f:qu i r ed , p , : r t . t l r i l nq t , , t. h c ·  q -.; r1 l1 l , 1 t i 1 H 1  o f  1 1 1 , •  

theo retical model. These  three areas are the numbe r  of job q t d des to  be ut i l ­

ized, the m in i mum pay l evel and the magn itude of the pay sl ope. 



38 . 

The es tab l i s hmen t of the number of job g rades to be u t i l i zed i s  the f i r s t  
s tep t ha t  ha s to be taken . Usua l l y  the chosen job eva l ua t i on sys tem w i l l  

set t l e  th i s  ma t ter , bu t t he organ i zat i on i s  a l so requ i red to es tab l i sh whe t her  
sub-g rad i ng w i  1 1  be  ust=-d and t he number of  sub-gr ades that lt w , shes to 

emp l oy .  The sub-g rad i ng m.:, t t e r  i s  s i tua t i ona l a nd t hC\rC' f ore , <l�pend�n l on t he 
c i rcums tances fac i ng the o rgan i za t i on .  Some organ i za t i on s , for i nstance ,  prefer 
to use su b-g rad i ng when they have a l a rge  number of pos i t i ons  at the l ower 

l eve l . Th i s  then a l lows them g reater  d i fferen t i a t i on between j obs wh i ch i n  
tu rn a l l ows more  s teps i n  a promot i ona l pa th  and may ,  t herefore ,  be used a s  a 
mot i va t i ona l fac tor fo r a l a rge u ns k i l l ed/sem i - sk i l l ed l abou r force wh i ch 
wou l d  otherw i se rece i ve l i t t l e  i n  the way of p romot i on to a h i g her g rade .  

Next , t he m i n i mum pay of  t he  l owes t j ob g rade needs to be  determ i ned . I n  o rder  
tha t  th i s  may be done , ques t i ons such  as  t he fo l l ow i ng need to  be  a nswered : 

( i ) 

( i i )  

( i i i ) 

( i V )  

( v )  

Wha t  i s  the p resent m i n imum wage? 
Wha t  m i n imum wage i s  l a i d  down i n  a ny i ndu s t r i a l  l eg i s l a­
t i on per ta i n i ng to the orga n i za t i on? 
Wha t  i s  the go i ng ma r ket  ra te? 
Wha t  i s  t he h i ghest  m i n i mum wage tha t the o rgan i za t i on can 
a fford to pay? 
Wha t ,  i f  a ny ,  has been or cu r ren t l y  i s  the m i n i mum wage 
demanded by emp l oyee represen ta t i ves?  

Once the m i n i mum wage has been esta b l i s hed the next s tep shou l d  be to determ i ne 
the requ i red mag n i tude of the pay s l ope . I n  o rder to . do t h i s  the fo l l ow i ng 
ques t i ons need to be an swered : 

( i ) 

( i i ) 

( i i i ) 

( i V )  

(v ) 

Wha t  i s  the mag n i tude of the present  s l ope? 
Does the s l ope fa l l  w i th i n  the theoret i ca l  l i m i ts d i scu ssed 

ea r 1 i er? 
Wha t  s l ope i s  sugges ted by any i ndus t r i a l l eg i s l a t i on da ta? 
Wha t  i s  the average ,  max imum and m i n i mum s l ope suggested by 
any ma rket su rvey conduc ted i n  the i ndus t ry? 
Wha t  i s  the o rgan i za t i on ' s  po l i cy w i t h rega rd to pay d i f fer­
en t i a l s  between g rades ? 

Wi th  the number of g rades , the m i n imum wage and the mag n i tude of the pay s l ope 

a l  1 es tab l i s hed , a s ta r t may be made on the cons t ruc t i on of a s tanda rd theoret i ca l  

·-
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pay structure. Given these variabl es and the assumption that overl ap is 

irrel evant at this stage, the model may be generated as il l ustrated bel ow. 

( i ) Assume that the l owest grade is Grade l ,  that the minimum 

wage has been establ ished as R l 00, 00 per month and that 

the desired sl ope is 1 , 5. 
(ii) The maximum pay for Grade can be cal cul ated as fol l ows: 

Minimum grade pay x sl ope = maximum grade pay 

Rl 00 , 00 x 1, 5 = R150, 00 . 

(iii) As there is no overl ap, the maximum for Grade 1 becomes the 

minimum for Grade 2 .  Using the above formul a, the maximum 

for Grade 2 is R225, 00. 

( i v )  Continuing in this fashion, the minima and maxima may be 

cal cul ated for each grade . 

(v) The minima and maxima for al l grades are pl otted on semi­

l og graph paper and boxed in to make grade boxes. 

(vi) The pay sl ope is drawn. This l ine passes through al l the 

minima and maxima. 

The resul t of the above exercise is a standard theoretical model which may be 

used as a departure po i nt in the design of a new pay structure. The fashion i ng 

of the new structure requires considerabl e attention. Al l aspects of the struc­

ture and the inherent impl ications need to be studied thoroughl y. 

In eval uating the existing pay struc ture,a number of issues were raised. The 

outcome of these issues may now be incorporated into the new design together 

with aspects pertaining to the organization ' s  pay pol icy which shoul d by now 

be quite cl earl y defined. Armed with such information, attention may be paid 

to the four basic issues in the design of a new pay structure. These issues 

pertain to the sl ope , the pay range for each grade, grade overl ap and incremen­

tal scal es. The issues are not deal t with in detail here as they wil l have 

different implications for d i fferent organizations and it  is, therefore, diffi­

cul t to general ize. Furthermore, it woul d mean the incorporation of theoreti­

cal material el aborated upon in Part 1. Neverthel ess, comment wil l be made on 

the type of stratety to be fol l owed. 

Firstl y ,  the aim of the exercise is to adapt the theoretical pay struc ture 

devised above to the needs of the organization. In doing so, a  number of ques­

tions need to be answered and some of these questions are : 
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( i )  I s  the magn i tude of the pay sl ope now acceptab 1 e? If not, 

make the necessary adjustments to the model. 

( i i )  What adjustments need to be made to the pay ranges of the 

var i ous grades? 

( i i i ) I n  conjunct i on w i th the above, what overlap i s  required 

between various grades and how does the chosen i ncremental 

scale conform to the requ i red pay range for any one grade? 

The man i pul at i on of the slope, pay range, overl ap and incremental scale w i ll 

serve to produce a custom i zed BASIC pay structure . Once th i s  structure has 

been establ i shed ,suppl ementary pay systems such as product i on bonuses may be 

added to complete the total remunerat i on system . These systems are not deal t 

w i th i n  th i s  report as they are areas of i nvest i gat i on i n  themsel ves and are 

better l eft to another report concentrat i ng on such areas. 

4. THE CALCULATIONS 

The i ntent i on of th i s  sect i on is to h i ghl i ght the 1 1mechan i cs 1 1  i nvol ved i n  the 

analys i s  of an ex j st i ng pay structure and the des i gn of a new structure. The 

sect i on, therefore, concentrates on the var i ous data and their use in the neces­

sary cal culat i ons. A step-by-step procedure i s  employed for the sake of s i m­

pl i c i ty. Al l examples are hypothet i cal. 

STEP 1 

The current bas i c  pay of all employees i s  accumulated by job grade. Table 1 

i ll ustrates th i s  comp i l at i on for a special grade. 

From the data perta i n i ng to each grade ,the max i mum and mean may be calculated. 

It is necessary, however, to exclude any pay anomal i es from these calcul at i ons 

as they can have a b i as i ng effect. Once th i s  has been done, the h i ghest 

rema i n i ng pay 1 eve 1 w i 11 obv i ous 1 y be the grade max i mum and the 1 owes t the  grade 

m i n i mum. The grade mean i s  obta i ned as fol lows: 

( i )  mul t i ply each pay l evel by the number of empl oyees earn i ng 

that pay, 

( i i )  add the totals obta i ned above for each pay l evel, 

( i i i ) d i vide the grand total by the number of empl oyees cons i dered 

in the da ta set for the grade. 
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Tabl e 2 (p 18) contains a data su�mary fo r t he 1 6  grades inherent i n  

the N I P R Q method of j ob evaluation . 

STEP 2 

The grade means are plotted on sem i -l og graph paper. 

STEP 3 

A regression anal ysis is carr ied out to determine the 1 ine that best repre­

sents the data trend. The following is an example . 

( i ) F i nd the l ogarithm of the grade means. From the data set 

g iven, they are as fol l ows: 

Grade Mean _!:.£[ 

300 2. 4771 

2 350 2. 5441 

3 420 2 . 6232 

4 500 2 . 6990 

5 550 2. 7404 

6 600 2. 7782 

7 700 2. 8451 

8 7 50 2. 87 51 

9 800 2.9031 

1 0 900 2 , 9542 
11 1 000 3. 0000 

1 2 1 1  5 0  3 . 0607 

13 1250 3. 0969 
14 1 400 3. 1461 
1 5 1500 3. 1 7 61 

l 6 1650 3. 2175  

( i i ) The regression cal culation is best undertaken with the use 

of a programmabl e calculator. 



TABLE 1 

Bas i c  Pay 

Rands Per Month 

600* 
540* 

350 

340 

330 

320 

310 

300 

290 

280 

270 

260 

250 

190* 
1 a o• 

• Pay anoma 1 i es 
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BASIC PAY DISTRIBUTION FOR GRADE 16 

{A HYPOTHETICAL EXAMPLE) 

Number Of Employees 

Earn i ng Th i s  Pay 

2 

3 
4 

5 

6 
8 

1 5 

8 

6 

5 

5 

2 

2 

disregarded for the purposes of calculations . 

Max i mum for Grade = R350 . 00 

M i n imum for Grade = R250 . 00 

Grade mean = R300 . 00 



TABLE 2 

Grade 

2 

3 

4 

5 
6 

7 

8 

9 
1 0 

1 1  

1 2 

1 3 

1 4  

1 5 

1 6  
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DATA SUMMARY 

Mean Monthly 

Pay 

300 

350 

420 

500 

550 

600 

700 

750 

800 

900 

1 000 

1 1  50 

1 250 

1 400 

1 500 

1 650 

Grade Grade 

Maximum M i n i mum  

350 250 

400 300 

480 400 

550 450 

600 500 

650 550 

730 670 

Boo 700 

850 750 

950 850 

1 1 00 950 

1 200 1 1  00 

1 300 1 200 

1 450 1 350 

1 600 1 450 

1 800 1 600 

L i near reg ress i on equa t i ons contained in the p rogramme are as fol l ows : 

a 1 = l; x y - n 

l; x a - ( � x J 2 

n 

a 0 = y - a ,  x 

(' = 

� X y - � : � y J 2 

� x  2 _ ( � � ) 2 ] [� y2 - (�� 

J 

( 2 ) 

( 3 ) 

( 4) 
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The val ues of 
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the regress ion us ing the above data i s : 

a = 2, 4790 
0 

a = 0, 047 59 
J 

r = 0, 99 

i\, and a
1 

are converted by the use of ant il ogarithms. 

c\ = 2, 48 = R30 1, 9 (ant il og) 

a = 0, 04759 = 1, 1158 (antilog) 
1 

The output a0 (R302) is the intercept of the regress i on l ine 

on the y (vert ical ) ax i s .  The output a1 (1, 1158) is the pay 

s 1 ope . F ina 1 1  y r2 is a measure of how we 1 1  the regression 

equat ion f its the data. The cl oser r2 is to 1, 00, the better 

the fit. In the present case r2 = 0, 99,demonstrat ing the 

val idity of using the equat ion. To draw the pay curve,two 

points are required. Both may be obta ined from the above 

cal cul at i on. One po int a0 , the intercept on the y ax is has 

al ready been obta ined. Using the intercept and the sl ope ,  

any other po int may be generated us ing the formul a: 

where I i s  the grade for wh ich the mean is being est imated. 

For examp l e ,  using the above d a ta : 

= ( o , 04 7 5 9 ) ( 5 ) + ( 2 , 4 7 9 ) 

= Log 2 , 7 1 69 

. .  y g rad e 5 = R 5 2 1  , 1 4 (an t i - 1 og ) 

The two or more points generated in ,the above fashion may 

be pl otted on the graph and the regress ion l ine drawn in. 
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STEP 4 

The maxima and minima for each grade may new be pl otted and the grades boxed 

in. Al l anomal ies are p l otted and marked for attention. An exampl e of the out­

come is shown in Graph 1 (p  34). 

The graph evol ved at the end of th is exercise represents the preva il ing basic 

pay structure in the organizat i on. It is this graph that i s  evaluated as set 

out in 2. 4 above. A standard theoret ical graph is then drawn and appropriate 

adjustments made to this graph. These adjustments wil l then produce a basic 

pay structure tail ored to the organization's needs. Further pay systems may 

then be appended to this core system. For instance, l ong service payments and 

production bonuses may be added to produce a total pay package. 

5 . IMPLEMENTAT I ON OF THE NEW SYSTEM 

As remarked upon earl ier in this report, the matter of pay is of great impor­

tance to both empl oyee and empl oyer. The impl ementation of any changes to 

the pay structure shoul d, therefore, be handl ed with great care and conside­

ration. In the first instance,al l those peopl e who wil l administer the change 

must be ful l y  briefed and have compl ete knowl edge of the new pay structure. 

In the second instance, al l emp l oyees must be briefed on the new structure. 

This briefing shoul d be comprehensive and yet simpl e to understand. The ob­

j ective is to communicate the particul ars of the system . Th is means that the 

organization must ensure that its empl oyees understand the system. Returning 

to the inducement-contr ibut ion concept, it is essential that the empl oyee 
knows exactly what he is being paid and for what contr ibut ion on his par t. 

Furthermore, the emp l oyee's future must be pl anned , and thus he must knO\·J 

what the future hol ds financial ly and what wil l be expected of him to attain 

a h igher financial reward. On the other hand ,the empl oyer must, as has been 

pointed out, be aware as to what his corporate strategy requires of his empl oy· 

ees and what the structure of h i s financial rewards shoul d be to ensure 

attainment of corporate obj ectives. 

The communication of the new pay structure to the empl oyees shoul d incorporate 

worker representatives. Th is  w i l l  serve not onl y to enhance the rol e of the 

worker representat ive but w i l l al so aid management in imparting kn9wl edge of 

the system to the empl oyees. The process of impl ementation wi l l  inevitabl y 

be smoothed if the organization ga ins the co-operation and comnitment of 
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worker representatives . It  is in management 's interests, therefore , to seek 

this path . Shoul d any d i strust of the new system be shown by the emp l oyees, 

it can onl y be headed for troubl e. l ncorpor� tion of worker representatives 

wi 11 hopeful l y  repl ace any distrust w i th co-operation. 

The matter of worker co-operation and conwnitment, together with the matter of 

their understanding the system both become crucial when pay anomal ies have to 

be deal t with . In today ' s  worl d pay al ways tends to go up ; rarel y is an em­

pl oyee ' s  pay l evel static and al most never does it go down. Underpaid anoma1 ies 

are, therefore, easy to deal with. The empl oyee ' s pay is simpl y raised to the 

appropriate l evel . Overpaid anoma1 ies, however, are a different matter al to­

gether. If the whol e pay structure is raised as part of the change to the ol d 

pay structure,some of the anoma1 ies can eas i l y  be incorporated into the new 

structure by either withol ding the increase to bring the anomal y into 1 ine or 

by giving the anomal y a smal l er increase than that given to others. The diffi­

cul t anomal y is the one which is stil l overpaid even when the whol e pay struc­

ture has been upl ifted. In this case,opt i ons such as the fol l owing wil l hav e 

to be considered to . bring the anoma 1 y into line : 

(i) freeze �11 increases for the anomal y ;  

(ii) award smal l er increases to the anomal y ;  

(iii) train the anomal y into a job of a higher grade so that his 

pay l eve l i s i n 1 i n e for t ha t g rad e ; 

(iv ) if possibl e,award the anomal y the correct basic pay and 

then separate out the difference and al l ocate it as part 

of a supp 1 emen ta ry pay system such as a 1 ong service payment . 

Needl ess to say, the overpa i d  anomal y pres�nt s  a de l i cate case. That is why 

the impl ementat ion of a strategy to d ea l w i th such anomal ies needs to be care­

fu l l y  considered and ideal l y  receive the co-operation of worker representatives. 

As stated earl ier i n  th is report,the basic pay system shoul d not be viewed in 

isol ation. It necessaril y interacts with other systems such as the perfor­

mance appraisal system . The impl ementation phase needs to track such inter­

action and ensure t hat there are mechanisms in pl ace to deal with the inter­

action. It is, fo r instance, no good desig.ning a pay system that cal l s  for 

a performance appraisal input if the performance appraisal system is not in 

p 1 ace or is, for some reason, i ncompat i b 1 e with the pay sys tern. Worker dis­

sat i sf act ion can easil y occur if interacting systems are not effectivel y deal t 
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with. Ultimatel y it is possible that the credibil i ty of the pay system 

will be threatened by the mismanagement of the � ystem. 

The design and implementation of a new pay structure is not a once-off affair . 

The system needs to be managed effectively to satisfy both employer and em­

ployee. This means that it must be run on an adminstratively sound bas i s  

for a start. But, of more importance, the whole structure needs to be contin­

ually monitored and probably updated in the light of a dynamic labour market. 

Cognisance needs to be taken, therefore, of pay surveys, minimum living levels , 

inflation, cost of training and the supply of and demand for particular skills . 

Finally, it cannot be overemphasized that the implementation phase is critical 

to the success of the pay structure. No matter how well designed a structure 

may be, if it is not impl emented properly, it wi 1 1  fai 1 .  

6. CONCLUS ION 

The aim of this report was to set out the basic principl es to be followed 

in the design and implementation of a basic pay structure . A number of is­

sues have been deliberately omitted in an effort to simplify the matter. This 

report, therefore, represents a basic document that will hopefully be added 

to in the future. Further reports could concentrate on supplementary pay 

systems and an illustration of how to create a total pay system. 
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