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PART I 

INTRODUCTION 



CHAPTER I 

THE NEED FOR COMPENSATION SURVEYS 

The compensation process is a complex network 

of sub-processes directed toward compensating people 

for services performed, and motivating them to ob-

tain desired levels of performance. Among the 

intermediate components of this process are wage and 

salary1 payments , the awarding of other cost items 

such as insurance, vacations, sick leave, etc. (fringe 

benefits), and the provision of essentially non-cost 

rewards such as recognition, privileges and symbols 

of status. 

However, the broad subject of compensation in 

terms of cost to the organisation may be examined in 

two sections, namely, wage and salary administration, 

and fringe benefit administration. The compensation 

survey forms an integral part of both administration 

processes, and thus becomes a necessary and essential 

device in the determination of the final compensation 

package to the employee. 

WAGE AND SALARY ADMINISTRATION 

Wage and Salary Administration is concerned with 

the determination of within the organisation wage 

payments, 

are paid. 

in other words, how much specific employees 

This apparently simple matter thus forms 

one of the most complex aspects of the employment 

1Although the words "wage" and "salary" are used inter­
changeably, these terms have slightly different meanings 
in popular usage. "Wages" usually refers to an hourly 
rate; "Salaries" nor;mally refers to weekly or monthly 
rates. 
2David W. Belcher, Wage and Salary Administration 
(New York: Prentice-Hall, Inc., 1955), pp.3-14. 

2 
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relationship. 2 

Good management in all forms of endeavour requires 

that employees be fairly paid for their efforts, and 

although this statement would be readily accepted by 

managers of all sizes and types of organisations, 

about the manner of accomplishing such a goal there is 

less agreement. 

The establishment of "fair pay" involves the 

consideration of many factors such as productivity, 

relative values of jobs in the organisation and in the 

community or industry, what the individual employee or 

group of employees can command in other employment, 

and many others. These factors merely emphasise the 

different parts of one broad problem for wage and 

salary administration becomes concerned with all these 

problems and their solutions. 

However, the most important problem areas facing 

the employer in the determination of within organisa­

tion wage payments are as follows: 

1. The problem of wage and salary structures. 
2. The problem of wage and salary levels. 
3. The problem of individual wage determination. 
4. The problem of control. 

First, some plan must be set up such that more 

difficult and more responsible jobs are paid more than 

less difficult and less responsible jobs. This is the 

problem of wage and salary structures. In providing 

a solution to this problem attempts are made to set up 

a hierarchy of jobs on some logical basis such that pay 

for these jobs is relative to job status within this 

hierarchy. 

Second, average wages or salaries must be set that 

will help the employer obtain and keep a productive work 

force. This is the problem of wage and salary levels. 

In solving this problem major considerations are: 

(1) legislation, (2) wages and salaries paid for 

comparable work in the community or industry, (3) the 
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cost of living index. 

Third, attention must be given to the problem of 

individual wage determination. This, basically, 

involves a decision as to whether or not all employees 

on the same job will receive the same wage or salary, 

and, if the decision is negative, a decision on how 

the compensation of different employees shall be deter­

mine, i.e., how an individual employee obtains a rise 

in pay. 

The final problem in wage and salary administration 

is the problem of control. This essentially is a 

matter of controlling payroll costs in such a way that 

these costs are kept in line, and that an efficient 

work force is rewarded for its eff~s and kept with the 

organisation. 

In general then, the process of determining within 

organisation wage payments 

to all of these problems. 

involves providing solutions 

A wide variety of devices, 

systems and policies is typically used to facilitate 

the provision of such solutions. These devices, 

systems and policies form a flow of events, with wage 

determination forming the final goal. This flow of 

events is diagrammatically illustrated in Figure 1. 

In this process Job analysis, which is the 

systematic investigation of a job in order to reduce its 

essential characteristics to writing in the form of a 

job description3 , serves to provide the essential data 

for job evaluation·. In other words job analysis 

provides the data for writing job descriptions, which, 

in turn, are used as reference documents in job 

evaluation. It is then this process of job evaluation 

3Wendell French, The Personnel Management Process: 
Human Resources Administration (Boston: Houghton Mifflin 
Company, 1964), p.238. The job description may be defined 
as an organised, factual statement of the duties, 
responsibilities and working conditions of a specific job. 
See E.B. Flippo, Principles of Personnel Management (Tokyo: 
McGraw-Hill, 1971), p . 26. For a discussion of the job 
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which determines the relative worth of the various 

jobs within the organisation, so that differential 

wages can be paid to jobs of different worth. Job 

evaluation thus provides the solution to the problem 

of wage and salary structures within the organisation.4 

Once the relative worth of jobs has been deter­

mined by job evaluation, the actual amounts to be 

paid must be determined. In other words certain 

criteria must be used to determine wage and salary 

levels to be set such that a productive work force 

will be attracted and maintained. The major factor 

involved in this determination is the wage and salary 

survey. Since wage and salary practices of other 

firms have an effect on the selection, morale, and 

retention of employees, attention is ordinarily given 

to prevailing community or industry wage levels. 

For the vast majority of employers, a first 

approximation to a workable wage and salary is obtained 

by discovering "going rates" in the community or in­

dustry. The particular "going rate" used may refer to 

that rate which is regarded as being competitive to 

all organisations operating in the local labour market, 

to organisations in the same industry in the local 

labour market, to organisations in the same industry 

without regard to location, or some combination of these . 

In short, the greatest influence on wage and salary 

levels is probably the level of wages and salaries paid 

in the area or industry for comparable work, and this 

"going rate" information is obtained by using some form 

of wage and salary survey. The survey method thus 

becomes a device utilised to solve the problem of wage 

and salary level setting within the organisation. 

description as a component of job analysis, see Norman 
Malcolm, "Job Analysis: Description and Specifications" 
(unpublished honours dissertation, Dept. of Business 
Science, University of Cape Town, May 1975). 
4The concept of Job Evaluation and its importance to the 
compensation survey is discussed in Chapter II of this 
text. 
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This device is further utilised in keeping the 

general levels of wages and salaries in tune with 

the labour market "going rates" and other competitive 

gauges. 

Thus, the importance of the wage and salary 

survey in the wage and salary administration process 

is twofold: (1) in the gathering of necessary information 

from the community or industry for the initial setting 

of wage and salary levels, and, (2) in the gathering 

of necessary information from the community or industry 

such that these levels remain competitive and in t une 

with labour market "going rates." 

The next step in the determination process is the 

consideration of information made available as regards 

the relative worth of jobs (job evaluation), and pre­

vailing wage and salary practices within the community 

(wage and salary surveys), such that specific monetary 

rates may be applied to the hierarchy of jobs within 

the organisation. Obviously this is an involved 

process and concerns several decisions, including (1) 

whethe r the organisation wishes (or is able) to pay 

above, below, or at the community or industry averages , 

(2) whether there should be wage ranges providing for 

merit increases, or whether there should be single 

rates, (3) the number and width of pay grades and ex­

tent of overlap, (4) which jobs are to be p l aced in 

each of the pay grades, (5) the actual rand amounts to 

be assigned to various pay grades, (6) differentials 

between pay plans, (7) what to do with salaries of 

individuals who are out of line once these decisions 

have been made. S 

Thus a wage and salary structure may be established 

SPor a detailed analysis of the establishment of wage and 
salary structures, and factors involved in determining 
both relative and monetary worth of positions, see 
J. Walker Morris, Principles and Practice of Job Evaluation 
(London: William Heineman Ltd, 1973). 
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which attributes specific minimum and maximum pay 

rates to each and every position within the organ­

isation. A most important point at this stage is 

the realisation that the employer will be paying 

individuals rather than positions, although a 

minimum and maximum rate is set for each position, 

a decision must be made as to what rate is to be 

paid to each individual within these given limits. 

The device utilised to provide a solution to 

this particular problem is the individual performance 

appraisal. The term "appraisal" as used in this 

context, denotes the evaluation of the performance 

and/or of the potential of employees as individuals. 

These appraisals are made against standards set in 

job descriptions and job specifications. Thus an 

individual is appraised when considered for employ­

ment, during the first few days on the job for the 

purpose of correction, and at regular intervals for 

the purpose of deciding on pay increases. Thus this 

process provides a means for the solution to the 

problem of individual wage determination. 

FRINGE-BENEFIT ADMINISTRATION 

Compensation of employees is not accounted for 

when the wage or salary rate is determined. It is 

necessary to consider the so-called fringe items -

the added compensation employees receive that is not 

called wages. Employees receive, for example, rest 

periods, paid vacation, paid sick leave, shift premiums, 

and various bonuses. 

To the empl oyee, most of these items may not be 

wages in that they do 

to the employer they 

problem of fringe is 

of these items shall 

not appear 

are part of 

the problem 

be provided 

in wage rates, but 

the wage bill. The 

of determining which 

for employees. 

The process of the supplementary fringe-benefit 

determination usually involves fewer devices and 
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systems than the determination of the basic wage 

structure. The approximate flow of events which 

normally determines the fringe-benefit "package" 

includes basic wage determination, fringe-benefit 

surveys and the analysis of relevant organisational 

problems. This flow of events is diagrammatically 

illustrated in Figure 2. 

Many fringe benefit payments stem indirectly 

from the process of basic wage determination. For 

example, once time-off-with-pay benefits such as 

vacation, sick leave and holidays are awarded, the 

cost will partly be determined by basic wages as 

derived from job evaluation, wage and salary surveys, 

etc., since the basic wages are carried over into 

the non-working hours. 

However, fringe-benefit compensation is also 

directly affected by numerous environmental factors 

such as practices of competitors, legislation, 

collective bargaining, management attitudes, and 

labour market conditions. Further, the importance 

of such environmental factors on the determination 

of the supplementary compensation, is reflected by 

the impact that these fringe benefits have on the 

staffing process, on the company's ability to 

recruit, and the bearing on whether employees remain 

with the firm. 6 

Thus, in order to maximise the validity of the 

fringe-benefit "package", careful study must be made 

of the probable consequences of each fringe benefit 

item. 7 In order to obtain relevant information as 

regards practices of competitors and labour market 

6Andrew F. Sikula, Personnel: Administration and Human 
Resources Management (New York: John Wiley and Sons, Inc., 
1976), pp.31S-317. 
7Wendell French, The Personnel Management Process:Human 
Resources Administration pp.270-272. 
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conditions, the fringe benefit survey has been 

utilised and proven invaluable in the determination 

process. Once again, the benefit survey is not 

only utilised to establish a competitive fringe­

benefit package, but it is further utilised at 

regular intervals to ensure the competitive nature 

of such a package. 

Once relevant information has been collected by 

utilisation of such surveys, relevant organisational 

problems must be studied in conjunction with such 

data in the determination process. For example, 

ability to finance fringe-benefit programmes will 

be a factor in their adoption. 

Finally, it should be mentioned that the adoption 

of such a programme will certainly be affected by 

legislation. For example, laws require most employers 

to provide fringe-benefits in the form of Social 

Security, unemployment compensation, and workmen's 

compensation. 

To the employer, then, the problem of fringe 

involves the decision as to which fringe items to pro­

vide his employees and the extent to which each benefit 

is to be provided, and the solution to this problem is 

provided by surveying industry and area practice in 

order to establish the extent to which these benefits 

are offered by other employers in the market . 

THE COMPENSATION SURVEY 

As we have examined,both the wage and salary 

survey as well as the benefit survey are valuable 

devices in the determination of labour costs in the 

compensation process. The wage and salary survey 

is a valuable device in the determination of wage 

and salary levels, and the benefit survey is equally 

valuable in the determination of the fringe-benefit 

structure. 

In many ways the problem of fringe is similar to 
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the problem of wage and salary levels. In both 

cases, the basic issue to the employer is one of 

labour costs. In the problem of levels, he is 

dealing with wage and salary rates. In the 

problem of fringe, he is dealing with matters less 

tangible and more difficult to quantify, but just 

as real as wage rates in effects upon total costs. 

Many employers recognise the similarity of 

the two problems and attempt to solve them at the 

same time by deciding how much of wage costs will 

be paid out as wage rates and how much as fringe­

benefits. 

It thus becomes apparent that fringe-benefit 

surveys should be made simultaneously with wage 

surveys if wage and salary data is to be really 

meaningful, since both are part of the total compen­

sation package. To make external wage surveys 

and establish the level of wages and salaries within 

an organisation without considering both external 

and internal fringe benefits practices is to ignore 

an important and costly compensation area. 

Thus, in this way fringe-benefit surveys are 

just as essential as wage and salary surveys, and 

the combination of the two forms the compensation 

survey. 

The compensation survey as such becomes a necessary 

data gathering system for those organisations regarding 

themselves as being competitive in the labour market. 

As most organisations today operate in a highly com­

petitive market (both labour and product), there is a 

necessity to attract and maintain a workforce ranging 

from labourers to highly qualified specialists. In 

order to become and remain competitive, compensation 

survey data is utilised to: 

1. Establish wage and salary levels, and develop 

monetary limits for base salary groups. 

2. Establish fringe-benefit structures. 
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3. Audit the external competitiveness of the 

compensation package . 

4. Audit the external competitiveness of the job 

evaluation programme. 

The importance of the compensation survey with 

regard to the compensation process has already been 

mentioned in the preceding sections. However, once 

the organisation has established a hierarchical 

structure of positions, monetary levels for base 

salary groups have been developed, and a fringe­

benefit package programmed, the compensation survey 

must be utilised at regular intervals in order to 

audit the competitiveness of the compensation package 

as a whole. 

In other words, the compensation survey must be 

utilised on, for example, a four yearly basis in 

order to establish whether or not wage and salary 

levels need to be altered, and whether or not fringe­

benefit packages need to be broadened, and if so, to 

what extent. 

A further area in which the compensation survey 

proves useful is in the audit of the external competitive­

ness of the job evaluation programme. Bearing in mind 

that administratively, job evaluation accomplishes a 

control of the wage and salary structure by keeping 

rates in line and relationships between jobs intact, 

the compensation survey data provides a basis for the 

comparison of the effectiveness of such a programme in 

terms of external competitiveness. 

In this way frequent use of the compensation 

survey serves to validate the wage and salary structure 

of the organisation. Although wage and salary structures 

are developed within the organisation, it is desirable 

to check the slope of the structure against the market. 

In this way, for example, it may be discovered that 

certain jobs within the company structure are paid at 
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much different rates than the community average. In 

such cases, though the community practice may not be 

controlling,the organisation must establish why such 

differences exist. 

Thus compensation surveys, although mainly a 

tool to aid in establishing and updating wage and 

salary levels, have other equally important uses in 

the compensation process, and in this way, it is 

important that constant effort be made to improve 

survey procedures. The compensation survey in the 

process of wage determination is one of the most 

significant aspects of personnel management, since 

it has a profound effect on the recruitment, 

retention, and motivation of employees. Systematic 

and thorough attention must be given to the process 

of wage determination and the many vaiables which 

influence it if serious mistakes are to be avoided 

and the organisation is to prosper. 



PART TWO 

THE COMPENSATION PROCESS AND THE 
DEVELOPMENT OF SURVEY PROCEDURES 
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CHAPTER II 

JOB EVALUATION AND THE SALARY SURVEY 

The importance of the job evaluation system 

and the wage and salary survey system in the flow 

of events determining within the organisation 

wage payments has been stressed in the introduction 

to this text. However, not only are these two 

systems invaluable in the setting of wage and salary 

structures (job evaluation), and wage and salary 

levels (wage and salary survey), but, as the remain­

der of this text attempts to emphasis, each such 

system relies, in turn, on the functioning of the 

other for its own efficient functioning. 

The job evaluation system is the process of 

determining the relative worth of the various jobs 

within the organisation, so that differential wages 

can be paid to jobs of different worth. Job 

evaluation thus assumes that there is a high degree 

of consistency between the resulting rate structure 

and the rate structure in the broader community . 

It is this assumption which enforces the reliance of 

such a system on the wage and salary survey system. 

Without this method of determining the community 

structure, the internal organisational rate structure 

could not possibly relate to the external community 

rate structure. 

Once the relative worth of jobs has been 

determined by job evaluation, actual amounts to be 

paid must be determined. A major factor in making 

such decisions is the wage and salary survey. The 

survey system should rely on the job evaluation 

system for the establishment of comparability between 

16 
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organisational wage and salary structures. 1 

Bearing the above concepts in mind it is 

necessary to analyse the importance and inter­

dependence of the job evaluation and wage and 

salary survey systems in the determination of 

wage and salary structures and levels. From 

this analysis, the necessity of job evaluation 

in the establishment of a compensation survey 

system, will be emphasised. 

DETERMINING THE POSITION HIERARCHY 

For an organisation to be reasonably in line 

with the labour market and its wage rates, it 

should preferably approach the process of establish­

ing wage rates in a systematic manner, such as by 

the use of a job evaluation system. 

Job evaluation becomes the process of deriving 

indices of relative job values within an organisa­

tion on the basis of judgments about the jobs. In 

turn the indices of relative job values are utilised 

as the basis for determining wage rates of the jobs 

that are covered by the system. In simple terms 

then, job evaluation is the systematic method of 

appraising the relative worth of each job in relation 

to other jobs within the organisation. 2 Such a 

system cannot be completely accurate, since it 

depends on the judgment of the evaluator, but there 

are informed judgments based on detailed studies of 

the jobs and comparisons of their contents, and for 

this reason relative evaluations are likely to be 

more reliable and acceptable to employees than are 

haphazard determinations. 

1The survey system proposed by this text relies 
heavily on this concept. See p. 77 . 

2J . walker-Morris, Principles and Practice of Job 
Evaluation. 
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Presumably, "relative worth" of jobs means 

relative value produced, but since the contributions 

of a specific job to the goals of the organisation 

are difficult to measure, other variables are 

examined which are assumed to be related to value 

produced. Such factors as "responsibility", "skill", 

"effort", and "working conditions" are typical factors 

considered in formal job-evaluation systems,3 and pre­

sumably the higher the degree of such performance 

characteristics required by the job, the greater the 

contribution to the goals of the enterprise. 

Most formal job evaluation plans use the job 

data which are recorded in job descriptions. Job 

evaluation, of course, can be based on an understanding 

of various jobs without reducing this information to 

writing, but in organisations with a large number of 

positions the job description serves as a helpful 

r eminder of differences in jobs and brings managers up 

to date on job changes. 

There are four general types of formal job 

evaluation methods or devices in wide usage. In order 

of popularity, they are: (1) the point method (which is 

by far the most widely used method), (2) the factor­

comparison method, (3) the classification method, and 

(4) the ranking method. 4 Each method features the 

application of a certain type of device or yardstick 

to various jobs in order to determine relative worth. 

It is this method of applying a yardstick in the 

determination of relative worth which is most important 

in the establishment of survey position comparability 

3See M. Joseph Dooher and Vivienne Marquis, eds., The 
AMA Handbook of Wage and Salary Administration (New 
York: American Management Association, 1950). 

4See Elizabeth Lanham, Administration of Wages and 
Salaries (New York: Harper and Row, 1962), pp. 165, 189. 
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compensation survey. These in the conducting of a 

methods may be briefly discussed in the process of 

establishing what is regarded as being the most 

suitable method t o be utilised in the proposed 

compensation survey system . 

I. The Point Method. 

This method features the examination of several 

factors common to the jobs to be evaluated, and then 

a rating of each job along a scale of each of these 

factors. 

distances. 

These scales are divided into point 

Fox example, if it is determined that 

"responsibility", "skill", "effort", and working 

conditions are four important factors in determining 

relative job worth, a scale is devised which assigns 

different numbers of points to different degrees of 

these factors. In applying these scales to differ­

ent jobs, the points are tallied up for each job to 

determine relative worth. 5 A wide variety of 

additional factors is found in common usage in this 

method as well as in others. As few as three 

factors and as many as twenty-four or more are found 

in use, but one author cites more than twenty studies 

indicating that two to four factors will determine 

the relative worth of jobs just as well as a large 

number of factors. 6 

II. The Factor-Comparison Method. 

The essential features of this method involve 

ranking "key jobs"7 in relation to other "key jobs" 

on the basis of each of several factors, determining 

5For a detailed description of this and other methods 
of job evaluation, see Elizabeth Lanham, Job Evaluation 
£New York: McGraw-Hill Book Company, 1955), pp.126-169. 
Wendell French, The Personnel Management Process, 243. 

7The concept of key jobs will be discussed in greater 
detail at a later stage. 
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what part of the present rate of pay for the specific 

job would be allocated to each factor, and then 

assigning the remainder of the jobs to be evaluated 

in their proper places in the framework thus estab­

lished. In this method, the points which are tallied 

up to determine relative worth emerge as cents per 

hour. The major problems with the factor-comparison 

method stem from its complexity, which requires a good 

deal of training of raters, and time spent in rating. 

III. The Classification Method. 

This method starts with one paragraph descriptions 

of a number of levels, grades, or classes of jobs. 

These descriptions feature verbal gradations of job 

responsibility, skill required, etc. Job descriptions 

are then examined, and jobs are classified into the 

grades or levels which seem to be most appropriate. 

In contrast to the Point and Factor-Comparison methods, 

this method decides at the outset as to the number of 

pay grades to be included in the wage and salary plan. 

IV. The Ranking Method. 

A single ranking is made of the relative worth of 

the various jobs examined. No attempt is made to 

determine the critical factors of the Jobs; only an 

overall judgment of the relative worth of the job is 

made. The major disadvantage of this method is that 

there are usually no agreed-upon guides as to what 

elements or aspects of jobs the organisation considers 

to be of value, and this leads to the danger that 

ranking will be done in a very subjective fashion on 

the basis of impressions rather than fact. 

A great deal of criticism has been levelled at 

these four conventional methods of job evaluation, 

and has led to the establishment of a number of methods 

which are either a combination of basic techniques and 

assumptions of these methods, or are completely new 

approaches. 
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With respect to the importance of such methods 

as basic aids to the compensation survey, criticism 

must be aimed at the lack of attention such systems 

pay to external labour market factors. For example, 

some jobs are highly specialised in particular organ­

isations, whereas others develop skills which are 

marketable in other organisations and industries. 

Despite similarity in job content, it may be necessary 

to pay more for the former type of job than for the 

latter in order to attract and hold capable workers. 

Thus, unless the results of job evaluation approximate 

in practice the relative social evaluations that the 

external community places on the jobs, anomalies are 

likely to occur. 

In this way inflexibility and too great a reliance 

on internal standards of job comparison are limitations 

of the methods already described. In some markets 

the supply and demand for a particular type of job or 

occupation have an important bearing on the rates paid, 

and a job evaluation programme that seeks to determine 

wage differentialslargay on the basis of factors and 

points, without reference to market rates, is likely to 

create difficulties. This difficulty may be minimised 

if the method utilises a relatively large number of 

key jobs which are related to the market rates, and if 

changes are made in job rates on these key jobs as 

market rates change, regardless of changes in job content. 

It is at this stage that the compensation survey assists 

in the effectiveness of the job evaluation programme by 

auditing its external competitiveness. 

It is this sort of misgiving about these older 

systems that prompted people like Paterson8 to question 

the techniques and assumptions on which they are based. 

According to Paterson, these four conventional methods 

8 T . T . Paterson, Job Evaluation - A New Method (London, 
Pitman Press, 1972), Vol. I. 
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fail to satisfy these basic demands, in one degree 

or another: 

1. Setting equitable wage differentials within a 

company's own wage structure. 

2. Setting equitable wage differentials between 

its own wage structure and those of other 

companies within the community. 

3. Setting equitable wage rates for new jobs in 

the community. 

4. Responding rapidly in pay practices to 

technological change. 

These methods thus tend to rely for their evaluation 

to a great extent on purely subjective measures of 

essentially personal factors (eg. education, experience, 

initiative) and ignore real assessment of the character­

istics of the job itself. 

In order to overcome these basic failings Paterson 

developed a completely different approach to job 

evaluation9 which is not concerned with "rating", but 

only with the relative importance of specific jobs in 

terms of importance of decision making. Similarly, 

other methods of job evaluation were developed in order 

to satisfy the needs of particular organisations, and 

overcome basic failings of the conventional methods. 

However, these methods have provided basic concepts and 

techniques which have been combined and utilised to 

some extent in the development of newer and more reliable 

methods such as the Aspect Grading system10 of job 

evaluation, and the Castle_Lion system11 of job evaluation, 

which have both been tried in industry with considerable 

success. 

9T . T . Paterson, Job Evaluation - A New Method, I and II . 
10J. Walker-Morris, Principles and Practice of Job 
Evaluation. 
11This system has been developed, and is utilised by the 
South African Breweries. 
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However, for the purposes of this text, it is 

necessary to discuss only one of these newly developed 

job evaluation systems, namely the Peromnes Job 

Evaluation Rating Scale,12 as this is regarded as 

being the most effective in establishing position 

comparability in the proposed compensation survey 

system. 

v. The Peromnes Job Evaluation Rating Scale. 

The Peromnes method of job evaluation basically 

relies on a combination of the point method and the 

factor comparison method in the rating of individual 

jobs. Utilising the basic concept of a scale develop­

ed to evaluate positions rather than incumbents, 

positions are rated against a scale of eight factors 

against which each position is evaluated: 

1. Problem solving (decisions). A decision 

can be interpreted as the solving of a problem where 

alternative actions are possible. The incumbent must 

identify the alternatives and decide which is best. 

The process varies from a simple decision with only a 

few easily identifiable alternatives within the frame­

work of specified work procedures, to decisions which 

become more difficult where clues are unlimited. At 

the higher levels the incumbent must initiate alter­

natives, the effectiveness of which may be in doubt. 

2. Consequence of errors of judgment. This 

factor measures the consequence of wrong decisions as 

reflected in losses and their extent, for example, 

financial losses related to material or manpower, or 

loss of prestige, internal and external. 

3 . Pressure of work. This factor measures the 

amount of stress inherent in the job as reflected in 

12Copyright reserved. The Percmrues organisation does 
not allow publishing of the Peronmes job evaluation 
method. 
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the volume and type of work, as well as available time . 

4 . Knowledge. This factor measured the level 

of knowledge which is necessary in order to fill the 

position adequately. 

5. Job impact. This factor measures the scope 

or area in which the activities of a job have an 

influence. 

6 . Comprehension. This factor assesses the 

requirements of the post in understanding communications, 

both spoken and written . 

7. Equivalent educational qualifications (or 

intelligence level required in the post). 

8. Training/experience (necessary to perform 

job competently) . This factor measures the period 

normally required on other jobs, and on this job, before 

becoming fu l ly proficient. 

Each of the above factors is divided into nine 

progressive definitions, such that in anyone definition 

all lower definitions are understood to apply. In 

order to evaluate a position each definition is read 

progressively and accumulatively until the first 

definition which is just too high for the position being 

evaluated has been reached; then the previous apt 

definition should be returned to . A particular score 

will be applicable to such definition which will then 

form the point allocation for that particular job as 

evaluated .against that particular factor. 

The total of the individual point scores for each 

factor may then be related to a particular salary grade 

in the pOint/salary grade structure applicable to 

Peromn.es. In this way, it is possible to rate each 

position within an organisation such that a position 

structure of relative worth may be established. This 

structure thus represents the hierarchy of positions, 

in terms of relative worth, of a particular organisation, 

to which relative monetary values may be applied in order 
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to establish the wage and salary structure. 

Although several basic systems of job evaluation 

exist, as well as a number of modifications of these 

systems, the essential components are similar. The 

selection by an organisation of a system shoul d in­

volve a decision as to what factors place one job at 

a higher level in the job hierarchy than another, as 

these compensable factors are the yardstick used to 

determine the relative value of jobs. It is thus 

for this reason that it is suggested that selection 

of a job evaluation system depend on these compensable 

factors. 

Ofte n, however, a ready made job evaluation 

system is adopted in toto, and it is assumed that the 

factors incorporated in the system are applicable to 

the organisation and its job. If the factors i n the 

system chosen are not applicabl e , and there is evidence 

that they often are not,13 the results may be unfortunate. 

Those responsible for j ob analysis are asked to assess 

the amounmof inapplicable factors existing in jobs, 

and even more serious, these are the only factors used, 

for no attempt may be made to substitute more applicable 

factors. Ideally, the system chosen, or modified, 

should permit jobs involving more of a factor to be 

consistently placed at a higher level in the job 

hierarchy than those 

ready-made system is 

involving lesser 

found that makes 

amounts. If a 

use of factors 

similar to those applicable to the organisation, it may 

be used, but a custom made system based on the compen­

sable factors existing in the organisation is advisable. 14 

It is due to these requirements that the Peranrues 

13J.S. Gray , "Custom Made Systems of Job Evaluation", 
Journal of Applied Psychology, XXXIV, No. 6 (December, 
1950), 378-380. 
14Jay L. Otis and Richard H. Leukart, Job Evaluation 
(New York: Prentice-Hall , Inc., 1948), p.200. 
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system of job evaluation is regarded as the modified 

system which is most appropriate for use by Mobil Oil, 

not only in maintenance of the position hierarchy, but 

as a technique of establishing job comparability in the 

compensation survey. 

The major advantage of the Peromnes method of 

job evaluation is that it allows for a reliable 

evaluation of positions according to scope and magni­

tude of responsibility, reporting relationships, and 

functional responsibilities, all of which provide the 

basis of comparability of positions being surveyed by 

the system proposed in this text. 15 

There has, however, been considerable research on 

the reliability of job evaluation systems as such . The 

overwhelming evidence as shown by research studies 

indicates a very high degree of consistency among 

trained evaluators in the application of job-evaluation 

systems. Correlations between raters averaged between 

9,91 in one study,16 and about 9,90 in another,17 and 

0,97 in still a third study 18. Such facts serve to 

underline the usefulness of the job evaluation system 

in the objective determination of the relative worth 

of positions. 

DETERMINING THE WAGE STRUCTURE 

Once the relative worth of jobs has been determined 

by job evaluation, the actual amounts to be paid must 

be determined. A major factor in making such decisions 

is the wage and salary survey. 

Job evaluation does not determine the wage rate 

but only the basis for its determination. The evaluated 

15Supra , p . 77. 
16C.H . Lawshe and Patrick C. Farbro, "Studies in Job 
Evaluation: VIII. The Reliability of an Abbreviated Job 
Evaluation System," Journal of Applied Psychology,XXXIII 
(April, 1949), 158-166. 
17Philip Ash, "The Reliability of Job Evaluation Rankings," 
Journal of Applied Psychology, XXXII (June, 1948), 313-320. 
I8David J. Chesler, "Reliability and Comparability of 
Different Job Evaluation Systems," Journal of Applied 
Psychology, XXXII (October, 1948),465-475. 
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worth of each job in terms of rank, class, points, or 

monetary worth must be converted into an hourly, daily, 

weekly, or monthly wage rate. The wage rate that is 

establ ished for a particular job also must give recog­

nition to such external factors as labour market 

conditions, prevailing wage rates, living costs, and 

legal minimums. 

The relationship between the relative worth of the 

jobs and their wage rates can be represented by means 

of a wage curve, which may indicate rates currently 

paid for jobs within the organisation, or the new rates 

resulting from job evaluation, or the rates for 

similar jobs currently being paid by other 

within the community as wage 

organisations 

and salary 

survey. At some stage 

revealed by a 

of developing a wage adminis-

tration programme, i t is necessary to determine the 

relationship between internal evaluations (usually of 

a sample of key jobs19 ) and rates of pay of corresponding 

jobs in other organisations in the labour market. It 

is at this stage that the organisation would usually 

utilise a wage and salary survey system in order to 

establish labour market rates of pay in the community 

concerned. In conjunction with such a survey, the 

organisation may utilise a job evaluation system to 

establish which positions are comparable in terms of 

evaluation factors and points. In this way intra­

organisational position comparabili ty may be established 

in terms of pay rates as well as evaluation rates, 

although such pay rates may not necessarily be equal. 

The analysis of these pay rates will, however, set 

community wage levels, within which the organisation 

may set its own wage and salary structural rates . 

To illustrate the conversion of evaluation into 

rates of pay, the job evaluation pOints of such jobs 

19Jobs regarded as being representative of the range of 
jobs falling within a specific salary group, and about 
which there is little disagreement as to the appropriate­
ness of the current rate of pay. 
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(as obtained from a wage and salary survey) may be 

plotted on a graph in relation to their median salary 

values; the median is frequently used for thise 

purpose as the "best estimate,,20 of the going rate 

for each job. The relationship between these two 

sets of values is then depicted by a going rate 

curve, or wage curve, as illustrated in FIGURE 3. 

Such a curve forms the line-of-best-fit, or trend 

line for the scattergram indicated. This wage 

curve will then determine the relationship between 

the value of a job and its wage rate at any given 

point on the line. 

The community going rate curve, as illustrated 

in FIGURE 3 sets levels of wage rates within which 

the organisation may choose to place the hierarchical 

structure of positions. 

The next stage is that of establishing an organisa-

tional wage curve. Typically this has some considered 

relationships to the going rate curve of the labour 

market; i t may be set at the same, higher, or lower 

level, depending on such considerations as fringe­

benefits, contract negotiations, etc. This organisa­

tional wage curve sets the general pattern of rates 

for all the positions covered by the job evaluation 

system, and ensures that all jobs in the company, 

whether unique to the company or not, will have their 

rates established on the same basis. 

In order to convert job evaluation poinmto actual 

rates of pay, it would be possible to take the evaluation 

points of a given job, and derive the exact corresponding 

rate that would be applicable, as derived from the 

20Referred to as the "Community Average" in the proposed 
Midpoint System. See Chapter IV. This estimate, or going 
rate, represents the average of all the rates for a par­
ticular job, as supplied by the participating organisa­
tions of a wage and salary survey. 
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FIGURE 3 
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organisational wage curve, bearing in mind that the 

rates of such curve will be set according to levels 

already set by the community going rate curve, which 

in turn, has been established by surveying correspond­

ing key jobs within the community. 

In this way, every slight difference in job 

evaluation points will result in some difference in 

wage rates. In practice, because of the lack of 

perfect accuracy in the judgments that underlie a set 

of job evaluations, organisations find it desirable 

to bracket together jobs of approximately the same 

point value, and to consider these jobs as equal in 

setting up the wage structure. This bracketing 

results in wage grades,21 and provision is made for 

wage increases within each grade. 

The number of wage grades utilised depends on 

such factors as the slope of the wage curve, the 

number and distribution of the jobs within the 

structure, and the organisation administration and 

promotion policies. The number utilised should be 

sufficient to permit difficulty levels to be distin­

guished, but not so great as to make the distinction 

between two adjoining classes insignificant. 22 There 

is no standardisation in width of wage grades. In the 

case of hourly paid jobs, the maxima of individual 

pay grades may vary from 10% to 20% above the minimum 

rates of the wage grades, while in the case of salaried 

employees the maxima of wage grades may vary from 15% 

to 75% above the minima. 23 

Although a single rate may be created for each 

21 Referred to as "Salary Groups" in the proposed Mid-
point System. See Chapter IV. 
22For a description of the method involved in establish­
ing wage grades, see David W. Belcher, Wage and Salary 
Administration, 240-255. There is no standardisation of 
the number of wage grades found in industry; the number 
in anyone structure may vary from ~few as five to as 
high as thirty. 
23wendell French, The Personnel Management Process: 
Human Resources Administration, 247. 
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wage grade, it is more common to provide a rate 

range for each of them. The rate ranges may be 

the same for each class, or proportionately greater 

for each successive wage grade. FIGURE 4 illustra­

tes the wage grade concept as established by 

utilising the wage curve derived from the community 

going rate curve. 

Most salary structures provide for the ranges 

of adjoining wage grades to overlap somewhat. The 

reason for this overlap is to permit an employee 

with considerable experience to earn as much or 

more than an inexperienced or unproved person in a 

slightly more important job and thus in a higher 

wage grade. 

The final phase in the job evaluation process 

is that of determining the proper wage grade into 

which each job should be placed on. the basis of the 

evaluated worth. For example, the Perommes method 

of job evaluation determines which wage grade is 

applicable to specific positions according to pre­

determined point ranges which apply to specific wage 

grades. However, although the job evaluation 

rating is the prime factor in the determination of 

placement within the wage grade structure, actual 

rate ranges of such grades are also important factors 

to be taken into consideration. As jobs become 

more complex and involve more responsibility, a 

wider rate range is justified - there is more leeway 

for individual contribution to the job. The minimum 

differential between minimum and maximum grade rates 

(this varies from 20% - 60%)24 may afford little room 

for long range incentive. However, a useful guide 

to utilising actual grade rates in the job placement 

determination process, is the concept that the midpoint 

of a wage grade is considered "par for the course." 

24See Richard C. Smyth, Financial Incentives for 
Management (McGraw-Hill, 1960), p.68. 
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PRESENT RATES VERSUS MARKET RATES 

Throughout the discussion of pricing the job 

hierarchical structure to arrive at the wage and 

salary structure, emphasis has been placed on the 

use of current labour market rates in order to 

price the internal structure. However, it is 

important at this stage to separate the use of 

present rates versus the use of market rates. 

As mentioned, some organisations rely entirely 

on the use of market rates (as obtained from a wage 

and salary survey) in order to price the internal 

structure. Although there is nothing incorrect 

about such a practice, the disadvantage is that a 

simultaneous solution to both the problem of levels 

and the problem of structures is provided . The 

danger is that these problems may not be regarded as 

being separate. Rather, as Childs 25 points out, 

present wage rates should be used as points of 

reference in the pricing of the structure such that 

the solution to the problem of structure and the 

solution to the problem of levels are separated. 

Solving these two problems separately emphasises the 

fact that the wage structure (if properly maintained) 

is a relatively permanent solution, whereas the wage 

level may change frequently. Thus, a wage structure 

developed from present wage rates may be raised or 

lowered in accordance with changes in the wage level. 

If an organisation becomes aware that there is 

much to be gained by (1) arriving at a relatively 

permanent wage structure by utilising the job evalua­

tion concept, and (2) altering wage levels by shifting 

the entire structure in accordance with results 

obtained from a compensation survey, wages and salaries 

will perform their many functions in a much more 

efficient manner. 

25 David C. Childs, "A Salary Grade for Each Point Value" 
Personnel Journal, XXXI., No.5 (October, 1952), 173-175. 
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Alternatively, where the two problems are not 

recognised as separate and distinct, any change in 

wage rates requires a new solution to both problems. 

The wage structure, though never a permanent solu­

tion, can, if properly maintained, be useful for 

years, whereas the wage level changes frequently -

once a year or even more often in periods of expanding 

business activity. 

Thus, although these problems should be regarded 

as separate and distinct, emphasis is once again 

placed on the inter-reliance of the methods used in 

solving the two problems, namely the job evaluation 

and compensation survey methods. Solution to the 

problem of wage and salary structures requires that 

rates of pay be assigned to the organisation's jobs. 

Job evaluation has become accepted as the useful 

solution to the problem of structures. This technique 

divides the solution into two parts: (1) constructing 

a job structure, and (2) pricing the job structure to 

arrive at a wage 

job hierarchy or 

and salary structure. The resulting 

job structure 

the wage and salary structure. 

when priced 

When the 

becomes 

average 

wage in the wage and salary structure is made to 

correspond to the wage level selected, by utilising 

the compensation survey technique to establish community 

levels, solutions have been obtained to both the 

problems of levels and the problem of structures. 

CONCLUSION : THE IMPORTANCE OF JOB EVALUATION 

As wages serve to determine their relative worth 

within the organisation as well as their standard of 

living in society , employees tend to be sensitive about 

the amount they are being paid for their work . It is 

essential, therefore, that the wages of employees be 

determined on an objective basis that will ensure 

them equitable treatment and enable them to recognise 

this fact. 

Several systems have been developed by which the 
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relative worth of jobs may be measured objectively 

for purposes of wage determination. Data per­

taining to the evaluated worth of each job, when 

combined with that obtained from wage and salary 

surveys provide the basis for a wage structure into 

which these jobs may b e classified. This structure 

may establish a rate range for each of the job 

classes in order to provide rate increases for 

employees. Employers must take cognisance of such 

factors as the prevailing wage laws, conditions of 

the labour market, trends in living costs, and 

economic conditions when determining the amount to be 

paid for each job. 

Thus, the important concept introduced by the 

job evaluation system is one of control. Such a 

system enables the control of the internal organisa­

tional structure of relative worth of jobs on an 

objective basis as possible. However, the control of 

labour costs covers the operation and maintenance of 

various programmes and plans in effect. The job 

evaluation system as such. becomes an integral concept 

in this process of control by assisting in all of the 

following areas: (1) keeping the total wage bill as 

a specific proportion of sales and operations, (2) 

seeing that pay for jobs stays within the established 

rate ranges, (3) keeping efficient employees on the 

payroll by rewarding the efficient and not the iess 

competent, (4) keeping the general level of wages and 

salaries in tune with the labour market and other 

competitive gauges, (5) seeing that the adjustment of 

individual wages and salaries takes place on a con-
. t d lb ' 26 SlS ent an regu ar aS1S. 

Point (4) above indicates the importance of job 

26 see also David W. Belcher, Wage and Salary Adminis­
tration, (2nd ed.; New York: Prentice-Hall Inc., 1962), 
pp. 56 9-586. 
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evaluation in assisting the salary survey in the 

maintenance and control of competitive wage and 

salary levels. In general, because of the 

continuous rise in wage and salary levels experienced 

in this country, resulting from a variety of environ­

mental pressures, considerable thought must be given 

to handling the upward changes in the wage and salary 

structure. Some organisations meet the problem by 

making general percentage or "across the board" pay 

increases in accordance with the rise in the Consumer 

Price Index. Other organisations include a general 

adjustment factor in merit or length of service 

increases although the organisation may not label it 

as such. 

According to one study, a high percentage of 

personnel directors prefer to do away with general 

wage adjustments. 27 However, it is generaly consider­

ed that general adjustments are inevitable in an 

inflationary period, although methods of adjustment 

tend to differ greatly. Smaller organisations may 

tend to rely on surveys and statistics obtained from 

larger organisations which are able to afford the 

Some expense of conducting comprehensive studies. 

organisations may rely also exclusively on the 

Consumer Price Index as an indicator of necessary 

adjustments. 

Alternatively, the method most commonly adopted 

for reliable adjustment to the wage and salary structure 

is that of the wage and salary survey. This method is 

not only useful in determining the effects of inflation 

on the labout market rates, but further provides a gen­

eral overview of all practices affecting compensation 

practices. One study found that 95% of all responding 

27"MobilOil: 1974 Salary Survey" (Cape Town: Mobil Oil 
Southern Africa, (Pty.) Ltd . , 1974). 
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organisations utilised the wage and salary survey in 

their wage and salary administration programmes. 28 

It is in conjunction with this important system of 

wage and salary control that the job evaluation system 

plays a major role, as we have already discussed in 

this text. We have discussed in this chapter how 

job evaluation sets about establishing specific 

salary grades or groups such that the same pay range 

can be used for a whole gamut of positions instead of 

just one. This keeps the number of specific pay 

ranges down to a manageable order, but most significant 

to the subject of wage and salary surveys, it makes it 

possible to extend to a broad spectrum of jobs the pay 

findings fitting a few that are representative of that 

level. Obviously then, this indicates a reliance on 

the elementary principles of position evaluation and 

classification. 

In conducting a survey, separate pay scales for 

each separate occupation would require prevailing pay 

information on each occupation. The gathering of 

such quantity of data would be wholly impracticable. 

Surveys can be made ordinarily only for selected 

classes of jobs that typify the organisation being 

surveyed, and it is thus the abovementioned method of 

obtaining salary grades, or groups, through job 

evaluation that this may be achieved. 

We have thus been able to establish that the job 

evaluation system not only provides a basis for 

establishing a wage and salary structure, but in doing 

so provides the basis for establishing survey position 

comparability in the actual survey procedure, and fur­

ther provides a method for objective adjustment of 

data once such comparability has been estimated. 

The compensation survey, in turn, may not only 

rely on the job evaluation system for a degree of 

objective funtioning, but provides the data necessary 

28 Richard A. Lester, Company Wage Policies (Princeton, 
New Jersey: Princeton University, 1948), p.10. 
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to audit the effectiveness of the internal job 

evaluation programme in maintaining an effective 

position hierarchy. In short then, the compensation 

survey relies on the job evaluation system in order 

to provide a structure of comparable survey positions, 

while the job evaluation system relies on the compen­

sation survey in order to maintain an effective 

internal position hierarchy. 



CHAPTER III 

THE WAGE AND SALARY SURVEY 

Decisionsas regards the actual wage and salary 

structure cannot not be made after the relative 

worth of jobs has been decided by job evaluation 

alone. Rather, the further step of ascertaining 

prevailing wage and salary practices must be taken 

before reliable policy decisions can be made. 

Although legislation may aid the organisation 

in the solution to the problem of wage levels by 

defining outside limits, a wide range of choice 

normally still exists. Other criteria must be 

used to determine where within this range wage levels 

should be. For the vast majority of employers, a 

first approximation to a workable wage and salary 

level is obtained by discovering "going rates" in 

the industry or area concerned. Although no 

definite pattern is applicable to all organisations, 

majority 

wages in 

practice appears 

the local labout 

to be reliance on going 

market 

that it is from this market that 

on the assumption 

employees must be 

obtained. 1 Going wage information is usually obtained 

by utilising the wage and salary survey.2 

DETERMINING PREVAILING WAGE AND SALARY PRACTICES 

Wage and salary surveys provide assurances about 

comparative rates, freeing one from uncertainties 

1Paul Pigors and Charles A. Meyers, Personnel Adminis­
tration (New York: McGraw-Hill Book Company, 1951), p.269 
2Although the wage and salary survey forms part of the 
compensation survey as such, it is data obtained from 
this major section which forms the basis for adjustments 
to the actual wage and salary structure; it is the wage 
and salary survey, therefore, that demands attention and 
research. 

38 
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caused by rumour or isolated citation of reputed 

rates. They also keep the organisation's rate 

structure in line with wages internally and externally; 

revision in internal relationship accompany change 

made to keep comparable with rates of pay on the out­

side. 

A further factor which emphasises the necessity 

for wage and salary surveys is that it seems fair and 

equitable to both employers and employees to have 

wages related in some fashion to wage rates for 

comparable work in the labour market or industry of 

which an organisation is a part. Further, the 

required information is usually not made available in 

a manner which is acceptable to many organisations. 

Although many series of wage data are available,3 very 

little information on occupational wage rates has been 

available from published sources. 

What the employer wishes to know in order to aid 

him in setting wage levels are the "going wages" for 

specific occupations in his labour market (and/or 

perhaps 

part), . 

in the industry of which his organisation is a 

This information to be useful must be complete, 

up-to-date, and comparable. Collecting this comparable 

wage data is a difficult task, with many pitfalls, and 

it is for this reason that such careful appraisal of 

survey results by the consumers of wage and salary 

survey data may seem overdrawn. 

As an example of difficulties involved, the use of 

job titles as a method of collecting comparable data 

and determining job comparability, is almost worthless. 4 

Different job titles may be attached to the same set of 

3From organisations such as Urwick-UAL, and Peromnes 
Salary Surveys (pty . ) Ltd. However, data from such organ­
isations is only available to participating client organ­
isations. 
4Belcher, Wage and Salary Administration, 43. 
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duties and responsibilities even within the same 

organisation. Thus it is impossible to assume that 

the titles attached to jobs in one organisation refer 

to the same jobs in other organisations, even in the 

same industry. Thus, it becomes futile to collect 

wage and salary data by job title. Only when jobs 

are properly defined by describing duties and responsi­

bilities (and perhaps worker requirements) is it 

possible to obtain sufficient job identity so that 

wage information may be sought. It is in order to 

satisfy this necessity that the job analysis process 

and more specifically, the job description, become 

basic methods of ensuring job comparability. It is 

further necessary that precautions be taken to assure 

that the job descriptions are used in comparing jobs 

rather than job titles. 

A further pitfall is the manner in which compen­

sation methods vary from one organisation to another. 

Overtime provisions, shift differentials, nonproductive 

bonuses, differ greatly from one organisation to 

another. To ensure comparability, these items must 

be excluded and some type of "base rate" sought. 

Another difficulty concerns the number of jobs on 

which information will be sought. To seek comparable 

wages on all jobs in an organisation would be an 

impossible task, while obtaining information on only a 

relatively few positions is almost worthless because 

an untrue picture of the wage level (or structure) of 

another organisation is probable. The solution may 

be to utilise the "key job concept",5 and use enough 

jobs to be representative of the range of jobs in the 

participating organisations. 

Further, equal rates of pay may not mean that two 

comparable jobs have equal compensation . Working 

conditions, personnel policies, employee benefits, etc., 

5This concept is discussed at a later stage of this 
chapter. 
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may offset differences in pay. It thus becomes 

necessary to secure information on these matters in 

order to compare compensation. 6 

WAGE AND SALARY SURVEY METHODS 

With difficulties such as these , it is apparent 

that existing methods of determining the monetary 

value for the job values obtained by job evaluation 

may present certain problems. A new organisation 

coming into an industrial area must key its rates 

into the community rates. An older organisation in 

a community wishing to add a new production unit has 

the problem of setting rates for the new jobs which 

are in line with both the community rates and rates 

within the organisat ion. 

At present many different methods are used to 

conduct wage and salary surveys, and since these 

surveys are used by many organisations, it is desirabl e 

to look at the advantages and disadvantages of the 

methods now in use. In general, there are three 

methods of conducting wage and salary surveys: (1) job 

title, (2) job description, (3) job evaluation. 

I. Job-Title Survey. 

The most common and simplest method is the 

telephone call or a letter from one organisation to 

another ask ing for wage information about specific 

jobs. An executive of Organisation A might call 

one at a comparable level in Organisation B, to ask 

what Organisation B pays for keypunch operators, or 

labourers, or purchasers, and in this way much wage 

comparison is carried out purely on a job title basis. 

The method is quite informal, but because it is used 

widely, it is necessary to examine it critically for 

6By utilising the fringe-benefit survey as an integral 
part of the compensation survey. 
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possible inaccuracies. 

Belcher and Heneman7 point out that different 

duties may be perfomed by individuals on the job 

being surveyed in both organisations, so the wages 

are not directly comparable. Further, a wage rate 

may be reported including or excluding overtime, 

shift differentials, and the like. It is thus 

obvious that wage information resulting from this 

type of survey may not be adequate. 

To develop this point further, information 

obtained in this way will almost certainly reveal 

nothing about the wage levels or wage and salary 

structures of the reporting organisations. Thus, 

it is because of the general inadequacy of this 

method that surveys based on proper comparison of 

duties of job determined from well-constructed job 

descriptions are required. 

II. Job Description Survey . 

A common type of wage survey is to mail job 

descriptions or job definitions for selected jobs 

to cooperating organisations. These organisations 

are asked the wage rates for jobs in the ir organisations 

which can be matched with the job descriptions. The 

rates requested may be rates now paid to each employee, 

the average rates, the established base rates, the 

minimum and maximum rates, or base rates plus bonus. 

Rarely is an attempt made to verify the accuracy of 

"matching" jobs with the job descriptions . 

7David W. Belcher and Herbert G. Heneman, Jr., "How To 
Make a Wage Survey," Technical Report Series, No.2, 
Industrial Relations Centre, University of Minnesota 
(Dubuque, Iowa: Wm. C. Brown Company, July, 1948). For 
further critical-analysis of survey methods, see David 
W. Belcher, "Planning a Wage Survey," Conducting Wage 
Surveys, Research and Technical Report IV, Industrial 
Relations Centre, University of l-linnesota (Dubuque, 
Iowa: Wm. C. Brown Company, 1949). 
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Utilisation of a job evaluation system to assist in 

establishing this comparability is impossible, as 

there is no meeting of survey staff on a personal 

interview basis. Thus, the results probably 

depend upon (1) the respondent's knowledge and under­

standing of job analysis, (2) the importance attached 

to the survey results by the respondent, and (3) the 

general press of business. 8 If any of these 

conditions is unfavourable, the information will 

probably be furnished by job title, thus subjecting 

the survey to the inaccuracies previously described . 

However, the job-description approach is a definite 

improvement over the job-title approach if care is 

taken in the selection of "key jobs", in the prepara­

tion of good job descriptions, in making sure that 

all ranges of skill are represented, and in matching 

jobs so that all collected wage data can be safely 

referred to job descriptions without distorting 

final figures. 

III. Job Evaluation Survey. 

In certain cases several organisations use the 

same job evaluation system. It is possible for 

these organisations to survey on the basis of job 

evaluation points. Since the point values are 

the same, the companies have merely to call and ask 

what an organisation is paying employees on jobs at 

a given point level. This puts an accuracy in wage 

surveys that is far superior to the job-description 

method mentioned above. Organisations will further 

be able to compare wage and salary structures in this 

manner. 

However, in spite of the fact that some 

organisations do utilise the same job evaluation 

system, the majority of organisations are likely to 

use different systems. This fact tends to limit the 

8Belcher and Heneman, Technjcal Report Series, No. 2,4. 
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number of organisations able to participate in such 

a survey. Further, such organisations may not be 

within the same industry or community, or even 

compete for labour within the same labour market, 

which more than likely will be unacceptable to the 

organisation conducting the survey. 

A method to overcome these limitations, for an 

organisation conducting a wage survey and wishes to 

use job evaluation as a method of determining job 

comparability, is to select a number of "key jobs" 

ranging from those in the lowest labour grade to 

those in the h ighest l abour grade. Once such 

"key jobs" are selected, trained job analysts visit 

the participating organisations, select those jobs 

in the organisations which match the key jobs most 

closely on the basis of the job descriptions, and 

evaluate such selected jobs by utilising the survey 

organisation's job evaluation system. This method 

thus utilises one job evaluation method in order to 

establish comparability with all participating 

organisations. 

The major disadvantage of this method is the 

cost. The major advantage is accuracy. Relying on 

this idea of accuracy obta ined from job evaluation, 

some organisations utilise the "key jobs" concept 

alone as a method of surveying. Once the job­

evaluation system has established these "key jobs", 

these jobs are then utilised as a method of compara-

bility in themselves. This concept is based on the 

idea that certain positions within every organisation 

are representative of a cross section of all positions 

in the wage and salary structure under consideration, 

i.e., they represent various occupational families, 

functions and organisation levels. These positions 

are then utilised as survey positions under the 

assumption that the nature of the duties of these 

positions are easy to define and readily found in other 

companies in the survey community. This eradicates the 
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necessity to utilise weighing factors, such as 

job evaluation, to a large degree. This system 

reduces the cost involved in evaluation every 

position of participating organisations. 

However, the utilisation of this method may 

only prove successful when used in conjunction with 

other methods,9 the major disadvantage being the 

fact that what is regarded as a key position by one 

organisation may not be regarded as a key position 

by a participating organisation. In this way the 

number of positions surveyed may once again be 

reduced by incomparability, thus introducing the 

necessity for a weighting factor. 

Thus, an organisation requiring wage and salary 

survey data in attempting to solve the problem of 

wage levels has available several choices. (1) A 

survey organisation may be used. (2) An informal 

group of employers may be formed to conduct a survey. 

(3) Survey results of other organisations within the 

same labour market/community may be used. (4) An 

organisation can conduct its own comprehensive 

survey. 

Should the organisation decide to conduct its 

own surveys, a reliable compensation survey method 

must be developed, and continually improved upon. 

Thus, an organisation requiring wage data must be in 

a position to evaluate and improve upon procedure 

used in wage and salary surveys. 

WAGE AND SALARY SURVEY PROCEDURES 

The steps involved in wage and salary survey 

procedure may be outlined as follows: 10 

9Belcher, Wage and Salary Administration, 44. 
10As adapted from Belcher and Heneman, "How to Make a 
Wage Survey," and Ja,y L. Otis and Richard H. Leukart, 
Job Evaluation: A Basis for Sound Wage Administration. 
(2nd ed.; Englewood Cliffs, N.J.: Prentice-Hall, Inc., 
1954), pp. 395-418. 



46 

I. Planning the Survey. 

1. Determining the Purpose of the Survey. 

2. Determining the Area to be Surveyed. 

3. Determining the Organisations to be 
Included in the Survey. 

4. Determining the jobs to be Included 
in the Survey. 

5. Developing a Method of Insuring Job 
Comparability. 

6. Determining Information to be obtained. 

7. Making the Schedule. 

8. Determining the Survey Method. 

9. Selecting Survey Staff. 

II. Conducting the Survey. 

1. Insuring Job Comparability. 

2. Collecting Information. 

III. Analysing and Presenting Results. 

I. Planning a Wage and Salary Survey. 

The planning of a wage and salary survey is 

vitally important to the success of accurate collation 

of data. It thus may be necessary for a panel of 

survey staff to re-evaluate existing methods of 

gathering and analysing information after each 

comprehensive survey conducted by the organisation. 11 

Determining the Purpose of the Survey. -- Planning 

begins with de1in~.ation of the purpose or purposes of 

the survey. Definition of purpose in the major 

step in solidifying judgment on the area to be covered, 

the organisations and jobs to be included, and the 

type of information required. 

One author has suggested that wage and salary 

survey procedures should be a judicious compromise; 

11Wilbur R. Hanawalt, "So You're Making a Wage Survey?" 
Personnel, XXIV, No.3 (November, 1947), 179-185. 
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that is, they should be as simple as it is possible 

to make them and still achieve reasonably accurate 

and useful data. 12 If compromises are to be made, 

they should be made in the planning stage rather 

than being forced while the survey is in progress. 

Determining the Area to be Surveyed. -- This 

is essentially a matter of finding the boundaries 

of the labour market. For the typical organisation 

this is defined as the geographical district providing 

the market from which the majority of its employees 

are drawn. In most cases the labour market will be 

defined as the local community, although larger 

organisations usually choose wider definitions, even 

on a national community basis, depending on the type 

of organisation undertaking the survey. 

Determining the Organisations to be Included in 

the Survey. -- Organisations from which information 

will be requested should be carefully selected. The 

objective in selecting cooperating organisations 

should be that of securing a representative and 

balanced sample. As stipulated by French,13 this 

ideally requires a census of establishments in the 

universe to be sampled. Then a sample should be 

drawn such that (1) the establishments selected for 

study are representative of the universe, (2) sufficient 

coverage is assured that the average wages for each 

job are reliable, (3) the figures of one or a few very 

large firms do not unduly influence the total. 

Thus, in surveys made by organisations, the 

following criteria is applicable when determining the 

participating organisations: (1) industry, (2) compara­

ble work, (3) competition for workers, and (4) size . 

12Ernest Dale, Source of Economic Information for 
Collective Bargaining, (New York: American Management 
Association, 1951), pp. 84-87. 
13French, The Personnel Management Process, 244. 
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Determining the Jobs to be Included in the 

Survey. -- An important requirement in the planning 

of a survey is determining which positions or jobs 

are to be compared. Obviously, all of the jobs 

forming the organisational structure cannot be 

surveyed, as this presents a monumental task. It is 

therefore necessary to establish some form of 

standard or criteria in selecting a sample of positions 

to be surveyed. As has been suggested by Tiffin and 

McCormick14 in their analysis of job evaluation methods, 

the concept of "key jobs" as a method of evaluating 

jobs 15 may prove just as useful in the selection of 

survey positions. 

The reasoning behind such an idea is that 

typical wage administration practices are based on 

a limited number of key jobs, which are classified 

because of (1) their position in an organisation's 

job structure, and (2) the importance placed on these 

jobs by certain groups, causing them to become bench­

marks or points of reference. More specifically, 

key jobs may be regarded as ideal survey positions 

as they (1) represent a complete range of jobs, (2) are 

numerically important in terms of organisations having 

the jobs, and in terms of employees, (3) are used in 

collective bargaining, (4) are relatively stable in 

terms of job content, (5) are good reference points 

in job structures as to level of difficulty and 

responsibility, (6) are susceptible to clear, concise 

description. 

However, although Belcher16 supports this idea, 

there are those authors who are not in agreement. For 

example, it has been pointed out by Benge, Burk and 

14see J. Tiffin and E . J. McCormick, Industrial Psychology 
(London: George Allen and Unwin, 1965), p.442. 
15As utilised in the Factor Comparison Method of Job 
Evaluation. 
16Belcher, Wage and Salary Administration. 48. 
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Hay17 that, by definition, those positions as 

regarded as being key jobs by one particular organi­

sation, may not be regarded as key jobs by other 

organisations. 

Although such a criticism may be correct to a 

certain degree, a basic criterion for the selection 

of such key jobs is the requirement that they have 

become bench-marks or points of reference in the 

industry concerned, and this in itself will ensure 

inter-organisational comparability. 

The number of jobs surveyed should be large 

enough to ensure that each participant will have 

many points of reference for reviewing the wage 

and salary structure. The industries represented 

in the survey will influence the number of jobs 

selected, as will the purpose of the study. 

Twenty to thirty jobs have been suggested as an 

optimum number, 18 but, as mentioned, various factors 

influence such a decision whenever a new survey is 

to be undertaken. These factors vary from organisa-

tion to organisation, as indicated in a study completed 

by Mobil Oil 19 which indicates that the ideal number 

of positions to be included in a survey conducted by 

such an organisation would be a selection of four 

positions from each salary group included in the survey. 

Determining a Method for Ensuring Job Comparability 

The usual method for ensuring comparability is the 

development of job descriptions through job analysis. 

Job descriptions, sufficiently detailed to permit 

comparison of job difficulty and responsibility, are 

prepared or adapted from existing job descriptions for 

use by the survey staff. 

17Eugene J. Benge, Samuel L.H. Burk, and Edward N. Hay, 
Manual of Job Evaluation . (New York: Harper and Brothers, 
1941), p.442. 
18Richard D. Smyth and Mathew J. Murphy, Job Evaluation 
and Employee Rating (New York: McGraw-Hill Book Co., 
1946), pp. 98 99. 
19"Management Report: Survey of the Necessity for Con­
ducting a Comprehensive Compensation Survey on a 
National Basis" (Mobil Oil Southern Africa (Pty.) Ltd., 
August, 1976), p. 6 (Employee Relations Department Files). 
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The necessity for accurate preparation of job 

descriptions for survey positions is emphasised by 

Harker's 20 study on the reliability of wage and 

salary surveys, in which he found that generalised, 

ambiguous job descriptions led participating 

organisations to report widely diverse salary ranges 

for these jobs in contrast to the "spread" of 

salaries reported for jobs more clearly and specifical ly '\ 

described. 

In an effort to reduce the amount of subjective 

judgment that must be used along with job descriptions 

in comparing jobs, refinements have been attempted. 

One author, for example reported good results from a 

job content scale developed to pinpo i nt the level of 

a job encountered in a participating organisation. 21 

Several factors were formulated for each type of job 

as well as several degrees of each factor, such that 

a field man making the survey could obtain a point 

value for a job and thus compare jobs in terms of 

point values. 

However, the job content scale appears to be 

very similar to job evaluation. It thus seems more 

appropriate to utilise the job evaluation method in 

order to establish comparability, as such systems are 

readily available to all organisations. Under such 

circumstances, employment of a common system of job 

evaluation would permit development and comparison of 

job-level values. This could be accomplished either 

by installing identical job evaluation systems in 

participating organisations, or by providing field 

men with such a system and instructing them to use it 

when comparing jobs. 

Although Belcher22 suggests that utilisation of 

20John B. Harker, "Making Sense out of Salary Surveys", 
Personnel Journal, XXXI (September, 1952), 131-134. See 
also Tolles and Raimon, op cit., pp. 290-291, for a dis­
cussion of factors which could affect survey reliability. 
21Wilbur R. Hanawalt, "Job Content Measurement in Wage 
Surveys," Personnel, XXIV, No.5 (March, 1948), pp. 350-
359. 
22Belcher, Wage and Salary Administration, 49. 
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the job evaluation system may prove impractical on 

economic grounds, should the organisation make 

frequent use of an established system, this system 

could then be used as a practical method of establish­

ing comparability in surveys, with a minimum cost 

factor involved. 

It has even been suggested by Stah1 23 that the 

job evaluation system is invaluable to the compensation 

survey process, as indicated by the quote below: 

"One point is especially clear: it would be 
next to impossible to carryon anything like 
the sophisticated survey process set forth 
if it were not for the existence of position 
classification [job evaluation}. Valid 
comparisons ............ are feasible only 
through job analysis and description, and, .. 
........... , the finding of prevailing pay 
data for selected job classes can be 
extended to all other classes only by use 
of this well established procedure." 

However, although the job evaluation system as a 

method of establishing comparability is becoming more 

and more useful, it is the individual organisational 

characteristics which will define the method most 

useful to any particular organisation. 

Determining Information to be Obtained. -- Such 

determination is usually made in broad outline when 

the purposes of the survey have been defined. Although 

each organisation conducting such a survey will have 

its own specific purposes, it can basically be 

assumed that the survey is undertaken to adjust wage 

and salary structures such that compensation rates 

remain competitive. Thus, the range of information 

sought may include (1) wage rates, (2) hiring rates, 

(3) structure rates, (4) earnings, (5) wage changes, 

(6) wage policies and practices. 

Structure rates are usually those developed 

through job evaluation although they may be simply 

range minima and maxima set up informally. An 

23 0 . Glen Stahl, Public Personnel Administration (7th 
ed; New York: Harper and Row, 1976), p. 102. 
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organisation with a formal wage structure may have 

a single rate for each job or group of jobs, or a 

rate range 24 for each job or group of jobs. 

When an organisation has structure rates, they 

should be requested, because a valuable comparison 

can be made between actual rates and structure rates . 

The distribution of actual rates may change quite 

rapidly with changing business conditions. structure 

rates, however, tend to be constant except for 

changes in wage level. 

It is this concept of rate ranges and the idea 

that the midpoint of such ranges represents that rate 

which is usually considered as that salary which is 

representative of the competitive rate of pay for all 

positions falling within that range, that emphasises 

the importance of the analysis of these rates as 

supplied by participating organisations, rather than 

individual rates of pay.25 As emphasised by 

Calhoon,26 most employers, in collecting survey data, 

prefer to use wage rate data rather than earnings 

data. One of the major reasons for this is the 

multiplicity of difficulties involved in comparing 

actual earnings. 

hours worked, but 

Earnings may vary not only with 

with payment methods, and policies 

regarding wage supplements such as overtime, shift 

differentials, and so on. 

Further, current wage and salary policies and 

practices in the market are sought in many wage and 

salary surveys. These are usually determined by 

utilisation of the fringe-benefits survey27 as an 

integral part of the compensation survey. 

24A rate range refers to a range of wage rates that may 
be paid to individual workers on a job; thus a wage and 
salary structure consists of a number of rate ranges, 
or salary groups. For a concise explanation of rate 
ranges, see Richard P. Calhoon, Personnel Management 
and Supervision (New York: Appleton Century-Crofts, 
Educational Division, Meredith Corporation, 1967), 
pp. 297-300. 
25See The Midpoint System, Chapter V, Section VII. 
26Calhoon, Personnel Management and Supervision, 297. 
27As discussed in Chapter I. 
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Determining the Schedules. -- Schedules should 

be constructed so as to permit collecting of required 

information as conveniently as possible, and to permit 

tabulation and analysis as quickly as possible. The 

construction of such schedules is dependent on indi­

vidual organisational preferences. 28 

Determining the Survey Method. -- Three different 

ways of obtaining wage and salary information exist: 

(1) the ' telephone enquiry , (2) the mailed survey, and 

(3) the interview or organisation visit. Which of the 

three is applicable in a given wage study depends 

principally upon the purpose the survey is to serve. 

However, disadvantages of methods (1) and (2) 

listed above have been discussed earlier in this 

chapter. It is commonly agreed that most productive 

of accurate wage data is the interview method, and 

because this method is the most reliable and accurate,29 

emphasis has been placed on this type of method in the 

remaining chapters of this text . 

The most productive of accurate wage data may be 

considered to be the interview method, which involves 

sending out survey staff in order to gather the 

necessary information from participating organisations. 

The important pOint to make is that 'these field men 

collect wage and salary tnformation only after personally 

verifying job comparability by interviewing the necessary 

representatives of the organisations concerned. 

Thus, although this method is costly and time­

consuming, it is perhaps the most useful in that it is 

most productive of reliable wage and salary data. 

28For example of schedules see Appendix I to the 
proposed Midpoint Compensaion System. Also Belcher 
and Heneman, Technical Report Series, II. 

29Belcher, Wage and Salary Administration, 64. 
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Selecting the Survey Staff. -- Typical tasks of 

the survey staff consists of collecting the data, and 

tabulating, analysing and summarising the results. 

Thus, it is necessary that this work be headed by 

someone familiar with wage and salary administration, 

and policies and procedures of the surveying 

organisation. 

However, the most important task to be completed 

is that of actually collecting the information 

required, and this emphasises the responsibility for 

the accuracy of such information. It is this survey 

staff who must compare jobs, and must thus be fluent 

with the method developed to obtain comparability. 

It thus becomes necessary for the survey staff to 

possess a broad knowledge of the jobs in his organisation, 

and the wage and salary practices, policies and 

procedures of their organisation. 

Conducting the Survey. -- The actual conducting of 

the survey may follow certain well defined steps: 

1. Making the Initial COntact with Participating 

Organisations. Once plans for conducting a survey 

have been completed, those participaring organisations 

should be contacted and supplied with necessary 

information as regards requirements and personal 

interviews, etc. 

2. Determining Job Comparability. Before the 

collection of wage data it is necessary to ensure 

comparability of jobs in the participating organisations 

with those selected by the survey organisation. In 

many ways this is the core of wage and salary survey 

procedure, and the step on which the accuracy of the 

final results depend. The task of the survey staff 

depends on the device or method selected to ensure 

objective comparability between survey positions, 

i.e., whether they are to make use of (1) job 

descriptions, (2) job content scales, (3) job 

evaluation, or (4) any combination of (1), (2) and (3). 
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The approach should be one of emphasising job 

content and/or j ob requirements and de-emphasising 

job titles, as previously discussed. It is in this 

area that the job evaluation method has an additional 

application in the hands of the survey staff. Where 

they find it impossible to find a job in the partici­

pating organisation to correspond with the submitted 

job description, they may search for a j ob that, 

although it may involve different duties , has a 

comparable level of difficulty, or responsibili ty. 

When such a job is found, a job evaluation scale may 

be applied to determine whether the two are compara­

ble in terms of job-Ievel-value. 

Some authors have recommended use of job evaluation 

methods entirely, to establish job comparability. 

Kress,30 for example, suggests the use of a uniform 

job rating plan in all participating organisations 

to attain comparability. However, it is not always 

practical for different organisations to adaFtthe same 

job evaluation method to suit differing administration 

policies, merely for the sake of ensuring survey job 

comparability. Further, it is not always the case 

that the same organisations will participate in the 

same surveys on a regular basis. Survey organisations 

tend to form a core of regular participants within the 

same industry, but include d ifferent organisations 

from other industries or labour markets, for each 

survey, such that as competitive a base as possible 

is maintained. 

However, the idea of a uniform job rating plan, 

or job evaluation system, is unnecessary according to 

Chesler 31 whose research suggests that the particular 

job evaluation system used makes little difference to 

30A. L . Kress, "How to Rate Jobs and Men," Factory 
Management and Maintenance, LXCVII, No. 10 (October, 
1939),59-65. 
31David J. Chesler, Journal of Applied Psychology, 
XXXII, 465-475. 
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the evaluated results. The research undertaken by 

such author established that rates in six different 

organisations using a variety of job evaluation 

systems, but the same job descriptions and specifications, 

obtained essentially the same results. The different 

systems used were the factor-comparison method, the 

pOint-rating method, and a combination of the ranking 

and the grade-classification methods, none of which was 

identical to the other. The inter-correlation 

between the use of different systems varied from 0,89 

to 9,97, with an average of 9,94. These results then 

serve to emphasise the idea that it is not necessary 

for participating organisations to use a uniform 

evaluation system. Each organisation may have their 

own system and sufficiently reliable survey compara­

bility is likely to be obtained. 

These facts, however, do not alter the fact that 

job evaluation is a reliable method of ensuring job 

comparability. The method of use may differ from 

organisation to organisation. 32 

3. Obtaining Wage Data. Once it has been 

decided that similarity between positions is sufficient 

to warrant inclusion, actual wage data should be ob­

tained from the participating organisation. This 

data is usually obtained from payroll records of such 

organisations, and the importance of obtaining reliable 

data rather than estimates is a factor which may 

affect final results. The concept of the midpoint 

as the recognised "going rate" is introduced at this 

stage. 

Tabulating, Analysing and Presenting Results.-- This 

process is undertaken according to systems and schedules 

drawn up by individual organisations. Should a 

comprehensive compensation survey be conducted, data 

32For use of job evaluation in this context in the 
proposed Midpoint System, see Chapter V, Section VIII. 
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may be divided into two tabulations, namely, one for 

wage data, and another for wage policies and 

practices. 

A method of presenting wage data while at the 

same time retaining individual organisation confiden­

tiality , it the identification of data by organisation 

code, i.e. each organisation is given a code which 

applies in survey reports, such that an organisation 

may compare its wage data to that of other organisations 

individually or collectively. 

Mention may be made , once again, of the midpoint 

concept33 at this stage. Although it is useful to 

have wage information applicable to specific jobs, 

what is needed most often are wage data applicable to 

wage and salary structures. If an organisation is 

to use going wage data in determining whether the level 

of its structure is in need of adjustment, it is this 

latter information which is needed. In this way 

midpoints of each salary groups are obtained, and thus 

the actual "going rate" structure of each organisation 

may be compared. 

This type of analysis is thus facilitated by the 

use of job evaluation method. In this case the 

method is not utilised to determine job comparability, 

but rather to ensure a standardisation of each 

organisation's wage data by permitting use of a point 

scale in graphical plotting of wage data for 

comparison purposes. 

It has even been suggested by Stahl 34 that such 

a method of analysis would be greatly facilitated by 

participants making use of a similar job evaluation 

method, such that the completed analysis could be 

33As discussed earlier in this chapter. See proposed 
Midpoint System Chapter V, Section VII. 
34 0. Glenn Stahl, Public Personnel Administration, 
100-102. 
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submitted to all participants for adjustment purposes. 

However, the disadvantages of a uniform job evaluation 

method have already been mentioned, while common 

practice is to submit a summary report of collected 

information to all participants such that they may 

apply their own methods of analysis. 

This approach is very similar to one suggested by 

Bass,35 whose plan calls for wage lines calculated 

and plotted for each participating organisation , as 

obtained from survey midpoint rates for each 

individual organisation. Wage lines for each 

organisation and the community average wage line are 

then plotted on graphs. 

Although these methods are based on the assumption 

that the participating organisations use an identical 

job evaluation system, this is not a requirement for 

utilising such methods. As mentioned earlier, all 

that is necessary is for the organisation conducting 

the survey to have a job evaluation plan that has 

numerical values which may be applied for graphical 

comparison purposes. 

As far as presentation of wage policy and practice 

data presentation are concerned, variations depend on 

the organisations conducting the surveys. Data may 

be presented in narrative form, or tabulated in a 

question-by-question form, or combined into a singl e 

table for easy comparison. 

SCOPE OF SURVEYS 

Depending on factors such as size of organisation, 

type of operation , number of subsidiaries, placement 

of subsidiaries, diversification, numbers of employees, 

etc., the organisation conducting a comprehensive 

survey must decide on whether to align wage levels 

35A. W. Bass, Jr., "How do 
Those of Your Community?" 
(December, 1937), 36-39. 

Your Rates Compare With 
Iron Age, CXL, No. 25 
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(1) with the local labour market, (2) with the 

industry of which they are a part, or (3) with 

industry on a national basis. 

Obviously,the smaller companies and firms need 

only adjust according to the local labour market, 

but some organisations need to align wage levels 

according to the industry of which they are a part. 

This is due to the fact that competition for experienced 

and qualified personnel in such an industry will be 

greater, the larger the number of organisations within 

that industry. 

However, an additional set of problems is faced by 

organisations with numerous installations in different 

sections of the country. These organisations may 

either (1) adopt the level of the industry of which it 

is a part, on a national basis, or (2) adjust levels 

according to community levels in the various areas 

where installations are located. This practice can 

be logically justified in terms of the trend towards 

decentralisation. 

In cases where the organisation is made up of 

numerous small installations, Dean36 suggests a 

thorough study of (1) the effect of city size, (2) 

regional influences, and (3) skill differentials, in 

order to decide wether such local installation should 

be authorised to set their own wage and salary 

structures and levels. 

It is thus a wide range of factors which influence 

the organisation's decision as to the scope of the 

compensation survey, and thus the importance of 

adequate methods of obtaining reliable information. 

36Joel Dean, "Geographical Salary Administration," 
The AMA Handbook of Wage and Salary Administration 
(New York: American Management Association, 1950), 
pp. 277-294. 
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EXECUTIVE COMPENSATION SURVEYS 

The majority of wage and salary surveys are 

aimed at all position s up to top management level, 

excluding positions which fall at a higher level 

in the structure . Alternatively, comprehensive 

survey staff may collect and analyse data for these 

higher positions on a separate schedule basis. The 

reasoning behind this is that the difficulties and 

pitfalls inherent in obtaining job comparability at 

executive levels are far greater than those for lower 

levels, and thus involve a more involved process of 

establishing job comparability. This difficulty 

in obtaining job comparability at executive levels 

highlights a major limitation of the job evaluation 

system, which is not well suited to determining 

relative worth of such professional jobs as those 

held by engineers, scientists and top management. 

The reason behind this is that these jobs are far 

more difficul t to describe and analyse in terms of 

the usual job content and job factors. Job assign-

ments to manyprofessional people are given on the 

basis of their individual professional qualifications, 

and only in the very large organisations is it 

possible to describe broad categories of engineering 

or scientific jobs. Similarly, executive level 

positions are also difficult to describe for evaluation 

purposes. Pigors and Myers 37 go so far as to state 

that it is pointless to talk about evaluating an 

executive job, when the real evaluation relates to 

what an individual has made of his job, compared to 

what others have made of their jobs; thus, in the 

final analysis the executi've is worth what his 

superiors believe he is worth. 

However, bearing in mind that the basic objective 

of the job evaluation system is to evaluate the job 

and not the man, it is still possible to conduct 

37 p . Pigors and C.A. Myers, Personnel Administration,p .242 
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executive surveys by utilising the same principles 

applicable to all other positions, with one major 

proviso, namely, that all executive positions be 

surveyed by a staff member who is involved with 

executive remuneration, in conjunction with the 

executives concerned . 

Usually such executive compensation data will 

be collected by a member of the survey staff who 

is intimately involved with the remuneration of the 

executives within his organisation, and job compara­

bility is established by him and similar counterparts 

from participating organisations. The nature of such 

compensation practices is thus kept on a confidential 

basis for each participating organisation. 

Originally, the problem of executive compensation 

surveys was studied by the American Management 

Association38 who found that if organisations were 

classified by (1) industry, and (2) profit positions, 

reasonable figures could be obtained for executive 

positions. However, more recently, comprehensive 

compensation surveys include executiv.e surveys under 

the same methods and conditions as those applicable 

to all other positions, the only difference being 

that such surveys are undertaken on a far more 

confidential basis as mentioned above. 39 This is 

the case because the general approach when undertaking 

such surveys is to (1) describe 

each job, (2) establish status, 

clearly the functions of 

(3) allow each organisa-

tion to establish which jobs are likely to be 

comparable, irrespective of job title, and (4) rely 

on an objective method of establishing job comparability. 

These factors apply to all positions, including 

executive levels. 

38 See Arch Patton, "How Much Should An Executive Be Paid?", 
Executive Compensation: Company Policies and Practices, 
Financial Management Series, No. 97 (New York" American 
Management Association, 1951), pp. 16-22. 
39 See Peromnes and Urwick - UAL compensation survey 
reports. 
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USES OF COMPENSATION SURVEY DATA 

Although the role of the wage and salary survey 

has been emphasised as being one of aiding the 

organisation in setting wage and salary levels, 

further purposes may be defined in the fulfilling 

of the organisational objectives. 

A most important and frequent use of the wage and 

salary survey is to validate and update the wage and 

salary structure of the organisation, such that rates 

of compensation remain competitive in the labour 

market applicable to the particular organisation 

concerned. Although these structures are developed 

within the organisation, it is necessary to continually 

check the slope and setting of the structure against 

the market. In this way it may be discovered that 

certain jobs within the organisation structure are 

paid at much different rates than the community 

average, and if this is the case, the reasons for such 

discrepancies can be uncovered by survey procedures. 

The compensation survey as such may further aid 

the organisation in solving problems of individual 

wage determination by establishing community practices 

with regard to starting rates, progression rates, 

merit and length of service increases, etc. , through 

utilisation of the benefits survey questionnaire. 

Although fringe-benefits as such do not have an overall 

effect on the wage and salary structure, there are 

certain fringe elements which are taken into account 

in terms of monetary values when calculating organisation 

compensation figures. 40 By providing information on 

community practice regarding policies and practices 

affecting wages and salaries, the fringe survey 

40For example, the annual bonus, which directly affects 
the actual compensation levels of employees. One 
author, however, lists 108 fringe-benefit variables 
which can affect compensation levels and the wage and 
salary structure. See David W. Belcher , "Employee 
and Executive Compensation", Employment Relations 
Research, ed. H.G. Heneman et al (New York: Harper and 
Brothers, 1960), pp. 75-76. 
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further aids in adequate comparison between survey 

organisation benefit packages and those of the 

survey community. 

In general, the compensation survey may be 

said to be a control mechanism in wages and salary 

administration. Data on community wage levels, 

structures, progression, payment methods and fringe­

benefits together with internal data, are the 

essentials with which control methods operate. 

As suggested, prevailing wage and salary patterns 

have an important impact on the wage and salary 

structure and the overall level of wage payments 

within most organisations. Even those organisations 

who do not make wage and salary surveys are affected 

by these environmental pressures, and it thus becomes 

necessary to respond to signa l s from either the 

internal or the external environment that all is not 

well with existing wage and salary structures. It 

thus becomes vitally important for the larger, more 

competitive organisation to gauge the upward movement 

of both wages and salaries, and living costs. It is 

in this important area of control that the compensation 

survey may be regarded as an essential mechanism. 

Finally, it is in the light of the above facts 

that it may be stated that, due to the important role 

of the compensation survey in the administration of 

wages and salaries, it is imperative that constant 

effort be made to improve survey procedures. More 

specifically, as the compensation survey must continue 

to carry a heavy load as a wage and salary technique, 

it is essential to develop and improve methods of 

obtaining compensation information which is both as 

objective and as accurate as possible. 



PART III 

THE MIDPOINT SYSTEM 



CHAPTER IV 

RATIONALE 

The policy of organisations competing in the 

labour market is to pay competitive compensation. 

To determine whether the compensation being paid is 

competitive, it is necessary to conduct and/or 

participate in surveys of leading companies in both 

the industry of the organisation concerned, as well 

as other industries in the communities in which such 

organisation's subsidiaries may compete for qualified 

employees. 

In order to adjust wage and salary structures on 

a competitive basis, it becomes imperative for the 

organisation to develop a valid and reliable data 

gathering system, as well as a data analysing system. 

It is necessary for such a system to be as reliable 

as possible in that the decision to adjust such 

structures will be based on the analysis of such 

collated data. This decision to adjust structures 

will affect the complete organisation as a whole, as 

well as each individual within such organisation. 

Further, it will affect the organisation's competitive­

ness within the labour market. 

The basic aim of such a survey system, therefore, 

is to establish competitive rates of pay for all 

positions falling within an organisation's wage and 

salary structure. The process utilised in 

establishing such rates differs widely from organisation 

to organisation, thus posing problems as regards 

65 
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subjective evaluation of data, and thus varying 

adjustments to structures, which results in the 

present inflationary market in the effect of surveys 

chasing surveys. 

The Proposed Midpoint System endeavours to 

establish a comprehensive guide to conducting 

competitive compensation surveys such that disadvantages 

which pose as potential invalidators of present systems 

may be minimised. Such disadvantages may be listed as 

follows: 

1. Usually only up to fifteen percent of the 

positions contained in the hierarchy are selected for 

the purposes of comparison. The choice of such 

positions becomes arbitrary, and as such, subjectivity 

as regards such choice is precipitated. The importance 

of such a choice is evidenced by the fact that the data 

obtained from comparisons of these positions provides 

the basis for a decision on the adjustment of existing 

wage and salary structures. 

2. Under existing systems, a number of positions 

are selected from the position hierarchy and these are 

utilised to establish position-to-position comparisons 

with similar positions of participating organisations. 

These position comparisions are made at all leve ls, 

taking into account specific job content, employees 

supervised, levels of responsibility, and other 

related aspects. These comparisons are made in order 

to establish an average competitive rate of pay for 

each position, and collectively provide the basis for 

appropriate wage and salary structure and level 

adjustment. However, certain position monetary salary 

data requires adjustment in order to take into account 

intra-organisational variations in scope and magnitude 

of the abovementioned factors. These adjustments are 

of necessity very subjective, and this certainly has an 

effect on data obtained. 

3. At present, most organisations compare actual 

salaries which do not, because of human potentials, 

reflect the true value a company places on its levels 
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of responsibility. The surveying of actual salaries 

once again has the effect of surveys chasing surveys. 

The basic problem in this regard is that certain 

individuals within the structure are compensated 

according to what management feels they are worth, 

rather than according to their efficiency and effective­

ness in relation to the job description and job 

evaluation techniques. Thus, once again survey data 

would tend to reflect subjective rather than objective 

worth. 

4. Another problem is the statistics to be used 

in collecting and analysing survey data. Simple 

averages paid by organisations for a certain position 

do not take total numbers of employees into account; 

on the other hand averages weighted on the basis of 

number of employees may be distorted by the inclusion 

of large organisations whose practices may be atypical 

or impossible to emulate. 

In attempting to minimise the effects of such 

disadvantages the Midpoint System relies on the use of 

three important concepts: 

1. The midpoint concept. 1 

2. The key position concept. 2 

3. The job evaluation concept. 

With respect to base salary range midpoints, where 

the participating organisation has established salary 

group ranges , i.e. a minimum salary and a maximum salary 

for each range of positions within the structure, the 

midpoint salary of the range is usually considered as 

that salary which is representative of the competitive 

rate of pay for positions within that salary group. In 

such cases these midpoints are utilised to establish a 

l"Employee Relations Manual" (Mobil Oil Southern Africa 
~Pty.) Ltd., 1969), serial B.8.1.7. 
This concept has already been discussed in Chapter III. 
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community average competitive rate for a particul ar 

position. 

The utilisation of this concept serves to eradicate 

the problems of subjective rather than objective worth 

of positions, as well as the problems of weighted 

averages and total number of employees , as suggested 

in 3. and 4. above. 

However, as certain participating companies do not 

have an established salary range for a position, a 

specific technique has been introduced i n order to 

establ ish hypothetical midpoints for positions, such 

that the abovementioned problems are minimised as far 

as is possible. 3 

In order to reduce the problem of arbitrary 

selection of positions for comparison purposes in the 

survey system, the Midpo i nt System attempts to make 

optimum usage of the key position concept. A survey 

position is a position within the employer organisation 

which has been sel ected for comparison with similar 

positions in the survey community to establish competitive 

compensation data. Collectively, the competitive data 

for several survey positions provides basic information 

required to establish an appropriate base salary 

structure and to check the adequacy of position 

evaluations. 4 

It thus becomes necessary for these positions to 

satisfy certain criteria in order to be selected as "key" 

posit i ons: 

1. They should represent a cross section of all 

positions in the salary structure being studied, i.e., 

they should represent various occupational families, 

functions and organisation levels. 

2. The nature of the duties should be reasonably 

easy to define and readily found in other companies in 

the survey community. 

3. They should be relatively free from supply 

and demand extremes affecting compensation and should 

3Supra, p. 81 
4supra , p. 72 
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not be controversial in terms of appropriate pay l evels. 

The adequate identification and selection of "key" 

positions will thus provide a sample of positions which 

justifiably represents the structure as a whole; the 

sample should thus be regarded as a skeleton structure 

and hierarchy. 

Job anaylsis and evaluation are vitally important 

in the selection of such positions, as these systems 

provide the basic job description data which allows a 

hierarchical structuring of relative as well as monetary 

worth. 

A further area in which the job evaluation technique 

is utilised in the Midpoint System is in the weighting of 

similar positions which are not comparable in terms of 

criteria mentioned in section 2 of the listed disadvantages. S 

Under such circumstances, employment of a common system of 

job evaluation would permit development and comparison of 

job-level values. This is accomplished either by 

installing identical job evaluation systems in co- oper at ing 

establishments, or by providing wage survey field men with 

such a system and instructing them to use it in comparing 

jobs. In this way subjective weighting of data is 

minimised. 

In summary, the Midpoint System attempts to provide 

the organisation with a guide to conducting competitive 

compensation surveys which is reliable enought to 

satisfy the following basic necessities: 

1. Minimisation of time needed to conduct a 

wage and salary survey. 

2. An adequate basis for comparision of positions 

which a re as representative a sample of the hierarchical 

structure as possible. 

3. Minimisation of subjectivity by minimisation 

of the necessity for position data evaluation and weighting. 

4. Limitation of the effect of "subjective worth" 

on the data gathering and analysi s system by optimum 

utilisation of the midpoint concept. 

SSupra, P.66 



CHAPTER V 

THE MIDPOINT SYSTEM GUIDE 

PURPOSE 

It is the organisation's policy to pay competitive 

compensation. To determine whether the compensation 

being paid is competitive, it is necessary to conduct 

and/or participate in surveys of leading organisations 

in the communities of the industries in which the 

organisation competes for qualified employees. 

The information obtained from these surveys is 

used by the organisation to: 

1. develop monetary limits for base salary 

groups, 

2. audit the external competitiveness of the 

position evaluation programme. 

PROCEDURE 

I. Frequency of Surveys. 

Gradually changes occur in a labour market area 

and within particular industries. Normally, therefore, 

a comprehensive compensation survey should be conducted 

at regular intervals of a minimum of three years and a 

maximum of five years.1 

However, the need to adjust base salary ranges 

should be reviewed on an annual basis. The decision to 

make interim adjustments to base salary ranges in the 

years between comprehensive surveys may be based on 

1"Management Report: Survey of the Necessity for Con­
ducting a Comprehensive Compensation Survey on a 
National Basis" (Mobil Oil Southern Africa (Pty.) Ltd., 
August, 1976), p. 6. (Employee Relations Department 
Files) . 
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"spot check" analysis of the following: (1) general 

economic conditions, (2) past compensation trends, 

(3) surveys conducted by other organisations, (4) the 

movement of competitive salary structures, and (5) a 

review of competitive compensation for several represen­

tative positions with the organisations included in 

previous comprehensive surveys. If these indications 

are inadequate, any adjustments in the base salary 

should be based on comprehensive surveys conducted 

more often than every three years. 

II. Who Should Conduct a Compensation Survey? 

It is suggested that the Personnel Department staff 

of the organisation concerned be assigned primary 

responsibility for conducting competitive compensation 

surveys. It is further suggested that such staff call 

on other management employees to assist them for reasons 

indicated below: 

1. Line management of the organisation should 

participate in the personal interviews with participating 

organisations because their knowledge of the duties and 

responsibilities associated with certain survey positions 

is usually greater than that of the Personnel staff. 

This is particularly true of management and supervisory 

positions under the line manager's supervision. The 

judgment of line management is often helpful in 

evaluating the similarities and differences in management 

positions. Further, it allows the line management to 

participate in the survey process and helps to reassure 

them about the validity of the results. 

2. Compensation staff specialists of the organisation 

may be asked to participate in conducting surveys because 

their experience, particularly with respect to management 

positions, is usually broader than that of the Personnel 

staff . 

III. Selection of Survey Positions. 

A survey position is a position within the 

organisation which has been selected for comparison with 

similar positions in the community to establish 
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competitive compensation data. Collectively, the 

competitive data for several survey positions provides 

basic information required to establish or adjust 

appropriate base salary structures, and to check the 

adequacy of position evaluations. 

Survey positions (regarded as nke~'positions) 

should be selected on the basis of the following 

criteria: 

1. They are representative of a cross section 

of all positions in the salary structure being studied, 

i.e., they should represent various occupational 

families, functions, and organisation levels. 

2. The nature of the duties should be 

reasonably easy to define and readily found in other 

companies in the survey community. 

3. They should be relatively free from supply 

and demand extremes affecting compensation, and should 

not be controversial in terms of appropriate pay levels. 

To ensure that an appropriate amount of competitive 

data will be obtained, it is usually desirable to select 

at least four positions from each salary group included 

in the survey.2 Depending upon the number of salary 

groups in the survey, however, the total number of 

positions may become so large that participating 

companies may be reluctant to devote the necessary time 

to the survey. It is suggested, therefore, that the 

total number be limited to about fifty, regardless of 

the number of salary groups to be included. 

There should be continuity in positions included 

in the survey with those included in previous surveys, 

provided the positions still meet the criteria discussed 

above. 

IV. Survey Community and Companies. 

The survey should normally cover an area or 

community which contains a reasonable sampling of 

2I bid., p.7. 
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employers who compete with the organisation conducting 

the survey,3 for employees. The community may be a 

town, a city, or a larger area. For example, it may 

be that there is one large geographic area for 

management, professional, technical and sales personnel, 

such as a country or a region within a country. 

As a guide, it is recommended that each of the 

companies selected to be surveyed should: 

1. Be regarded as reputable employers in the 

community being surveyed, and compete with the survey 

organisation for qualified employees. 

2. Provide a "benefit plan package" and working 

conditions reasonably comparable to those provided by 

the survey organisation. As a general rule, the 

same companies should be surveyed for both compensation 

and benefit purposes. 

3. As a group, be representative of the leading 

industries in the community. 

It is suggested that the number of organisations 

to be included in the survey be about ten to twelve. 

However, where it appears that competitive data will 

be limited, the reliability of the survey results may 

be increased by increasing the number of organisations 

to as many as eighteen. To the extent that it is 

possible, the same organisations should be included 

from one survey to 

the data obtained. 

the next to ensure consistency in 

If a company should be excluded, 

an attempt should be made to choose a replacement from 

within the same industry. 

v. Preliminary Contact With Participating Organisations. 

After the participating organisations have been 

identified, they should be contacted to explain the 

purpose of the survey, and to request their participation. 

It should be explained that a survey team of the survey 

3Hereafter referred to as the "survey organisation." 
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organisation is planning to conduct personal interviews 

for the purpose of exchanging the information, that a 

summary report of the survey data will be furnished to 

each participating organisation, and that all data 

will be kept confidential. 

After securing the agreement of the individual 

organisations to participate, it is desirable to send 

each participating organisation a Survey Booklet con­

taining information about the survey organisation, 

abbreviated position descriptions, and organisation 

charts. The data supplied should be in the form of 

Exhibits A and B, Appendix I. 

Exhibit A. -- This exhibit should contain survey 

organisation information to provide the participating 

companies with data that will be helpful to them in 

making job comparisons, and that will serve as a model 

for the type of information they are asked to supply. 

Included in their questionnaire should be all questions 

with regard to fringe-benefit packages which the 

survey organisation wishes to analyse. 

Exhibit B.-- should contain a concise, yet 

complete summary of the survey organisation survey 

positions, and the related data which specifically 

applies to those positions. Particular care should 

be taken to ensure that the scope and magnitude data 

is pertinent to each position. 4 With respect to this 

exhibit, the section "salary information" should not 

be completed in advance of the personal interview to 

avoid prejudicing the participating organisations in 

their selection of comparable positions. Each par- .. 

ticipating organisation should be informed that salary 

data will be furnished during the personal interview 

after the position comparisons have been made. 

Additional blank copies of the Survey Booklet 

4Thus the need for accurate and reliable job analysis 
systems, and meaningful job descriptions. 
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should also be furnished such that representatives 

of each participating company may record their own 

compensation data and related information in advance 

of the personal interview. 

VI. Personal Interview. 

The purpose of personal interviews is to review 

tentative position comparisons made by the participa­

ting organisations, review the adequacy of the data 

reported, and gather other general information of 

interest. The visits are also helpful in establishing 

personal contacts which may prove valuable in future 

surveys and inquiries. It is recommended that the 

persons conducting the interviews have with them 

complete position descriptions of the survey positions, 

and appropriate organisation charts to supplement the 

Survey Booklet information. 

Recommendations based on the survey results are 

only as valid as the comparisons of the survey positions. 

The personal interview, therefore, is an important 

aspect of the survey. It is suggested that these 

interviews be undertaken with care, and that the 

specific criteria used to judge the level of responsibility 

of participating organisation positions be thoroughly 

explored, as discussed in Section VIII. 5 

VII. Information Required. 

General Information.--The following general informa­

tion should be obtained from each participating organisation 

and recorded on a form similar to Exhibit A, Appendix I. 

1. Operational information, such as: (1) type of 

business activity, (2) number of employees, (3) size 

of organisation in terms of sales volumes, (4) manu­

facturing capacity, (5) profits, (6) number and location 

of major plants or facilities, etc. (Operational 

information should apply to an organisation's operations 

inside the survey community, that is, the information 

should relate to the positions in the survey. If an 

5supra, p.77 
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organisation has operations outside the survey area, 

information related to the organisation's total 

operations should be recorded separately). 

2. Compensation information applicable to the 

pos itions being surveyed such as: (1) base salary 

ranges, (2) recent history of changes in base salary 

structures, (3) general increases, (4) salary adminis­

tration policies, (5) incentive bonus plans, (6) allow­

ances, (7) subs idies, etc . 

The nature and extent of compensation practices 

will reveal the partiCipating organisations' philosophy 

toward their employees, and the degree to which they 

are comparable with those of the survey organisation. 

The first time a participating organisation is surveyed, 

a comprehensive review of this general information is 

recommended. In subsequent surveys, it should be 

necessary only to review changes in these items. 

Compensation Data.-- For each participating 

organisation, the following data should be obtained 

and recorded for each survey position: (1) base salary 

range midpoint, (2) actual salaries of each incumbent, 

or the average salary of all incumbents if individual 

incumbent salaries cannot be provided, (3) additional 

month(2) payments (bonus), (4) incentive bonus payments, 

(5) allowances, (6) premium payments, (7) subsidies, etc. 

With respect to base salary range midpoints, where 

the participating organisation has established salary 

group ranges, i.e., a minimum salary and a maximum 

salary, the midpoint salary of the range is usually 

considered as that salary which is representative of the 

competitive rate of pay for positions in that salary 

group. In some cases, participating organisations 

might not u se he midpoint of the range for this 

purpose, but might use another salary point within the 

range. In this event, the latter point should be 

identified. 6 

6In this guide, all such salary points will be referred 
to as the "midpoint" for simplicity of presentation. 
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When a participating organisation does not have an 

established salary range for a position, the survey team 

should obtain, in addition to actual salary data, the 

number of years such incumbent has been in the position 

(including prior comparable level positions, if any) . 

As in the case of actual salaries, when individual years 

in position cannot be provided, the average years in 

position of all incumbents should be obtained. Section 

X explains the use of this data in calculating a hypo­

thetical midpoint for the position. 7 

A form similar to Exhibit B, Appendix I, is 

recommended for use in recording base salary data and 

related position information. The use of other 

compensation information is discussed in Section X. 

VIII.Establishing Criteria for Evaluating Comparability 
of the Survey Organisation Positions and the Participating 
Organisation Positions. 

As stated earlier, the purpose of the survey is to 

determine whether the compensation paid by the survey 

organisation is competitive in the community in which 

it competes for employees. The method used to 

determine competitiveness begines with a comparision of 

each survey organisation position with comparable 

positions of the participating organisations. Based on 

this comparision, an assessment is made of the degree 

of comparability in terms of whether each participating 

organisation's position is equal to,heavier than, or 

lighter than the survey organisation's position. The 

accuracy of this assessment depends upon the reliability 

of the comparisons made during the personal interview, 

and is essential, therefore, that the information 

sought for each position comparison be planned in advance 

by making use of job analysis, job descriptions and job 

evaluation techniques. The following criteria should 

be considered when making position-to-position 

comparisons: 

7supra, p.81 
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Reporting Relationship.-- The relative location 

of the survey organisation position, and the partici­

pating organisation position in their respective, 

organisational structures is reviewed. The level of 

the positions to which they report, the number of 

positions which report to the next higher level 

position, etc., all have a bearing on which of the 

two positions is more difficult or responsible. 

Functional Responsibilities.-- The number of 

business activities for which each position is responsi­

ble is examined and evaluted. If, for example, two 

supervisory positions are being compared and one of 

them has additional responsibility for the development 

of work procedures, that position will be judged to be 

heavier. 

Scope and Magnitude.-- Each position whether line 

or staff, should be described in terms of quantitative 

data that may be used in determining relative differences. 

For example, sales supervisory positions may be com­

pared on the basis of sales volumes, realisations, 

number of employees supervised, number and type of 

customers, and other similar factors. Although it is 

more difficult to quantify the scope and magnitude of 

staff positions, it is possible to do so in many cases. 

A public relations position, for instance, can be 

described in terms of (1) the type and complexities of 

problems encountered and solved, (2) the level of the 

organisation client or organisation served, (3) the 

publics to which the work product is directed, (4) size 

of operating budget, etc. 

Other.-- Other factors of significance should be 

considered, such as (1) limits of authority, (2) degree 

of functional guidance given and received, etc. 

Because the specific criteria under these general 

headings vary from position to position, the survey 

team should develop, prior to the personal interview, 

a description of the specific criteria for each 

position which should be used as the basis of comparison. 

Once the specific characteristics or criteria for 

each position have been developed, the survey team is 
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prepared to discuss these criteria with the 

participating organisations, and to record the 

comparative data required to assess the compara­

bility of the participating organisation's 

positions with the survey organisation's positions. 

IX. Summarising Position Comparisons. 

When all the interviews have been completed, a 

Summary Worksheet should be prepared for each survey 

organisation position in the survey (Exhibit D, 

Appendix I). On each worksheet, record (1) the names 

of the participating organisations, (2) the titles of 

their survey positions, (3) the criteria used in 

identifying differences in responsibilities, (4) the 

applicable quantified scope and magnitude data, and 

(5) any other factors which might be helpful in 

assessing the degree of comparability between partici­

pating organisation position and the survey organisation 

position. 

The data recorded on Exhibit B, Appendix I, for 

each position should be reviewed and posted to the 

Summary Worksheet. For each criterion of comparison, 

a notation of =, +, or - should be entered to indicate 

whether the participating organisation position is equal 

to, heavier than or lighter than the survey organisation 

position with respect to the crit erion. No attempt 

should be made at this stage to assign a salary group 

differential to each of the criterion separately. 

When all criteria have been considered, a judgment 

should be reached as to the overall degree of compara­

bility, and a salary group differential estimated, for 

example, plus one-half of a salary group overall . 8 

As a final check., the previous salary survey sho",ld 

be reviewed. If the degree of comparability of any 

participating organisation has changed, the new assess­

ment should be E-examined to determine whether the 

change is justified. 

8 For a detailed example of this criteria weighting 
method, see Exhibit D, Appendix I. 
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When the initial judgments have been reviewed, 

each participating organisation position judged to be 

more than three salary groups heavier or lighter than 

the survey organisation position sho uld be deleted 

from the Summary Worksheet . Those positions judged 

to be two-and-a-half or three groups heavier or 

lighter should also be deleted unless there are fewer 

than three remaining position comparisons, or unless 

the position being surveyed is the only position in 

its salary group for which comparisons have been made. 9 

It is important that effective use of the job 

evaluation system of the survey organisation be made 

whenever there is difficulty in assessing the 

comparability of positions, as this system places 

degrees of scope and magnitude of similar positions 

on a standardised basis. In this way, subjective 

estimates of comparability will be reduced to a 

minimum. 

x. Establishing Competitive Total Compensation . 

Total compensation in its broadest meaning includes 

any payment, whether in cash or in kind, that has a 

financial value to the employee. Base salaries, 

extra salary payments, incentive bonuses, allowances, 

subsidies, perquisites, benefits, etc., are all 

elements of compensation. However, for the purpose 

of establishing competitive base salary structures, 

survey organisations should ordinarily include in the 

total compensation paid by participating organisations 

only base salary midpoints, extra salary payments, 

such as a thirteenth month payment, and incentive 

bonuses. The competitiveness of the survey organisa­

tion with respect to any other element of compensation 

should be assessed, and decisions made by the survey 

organisation management, separately from considerations 

of base salary structures, regarding whether and by 

what means such competitiveness should be achieved. 

9For detailed examination of the method which may be 
used to establish monetary weightings based on the 
salary group weightings thus established, see Section 
XII,p.84 
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If management deems it appropriate in the light of local 

conditions, such other element paid by a participating 

organisation might be included in its total compensation. 

When the process of assessing comparability of sur­

vey positions, as described in Section IX,10 has been 

completed, the next step is to establish the total 

compensation for each competitive position. 

Base Salary Midpoints. -- If the participating 

organisation has an established salary group range for 

its positions, the midpoint ll of that range should be 

used. 

If the participating company does not have an es­

tablished range for a position, a hypothetical midpoint 

should be calculated. TABLE 1 shown below has been 

developed for use by the survey organisation in making 

the calculation. 

TABLE 1 

HYPOTHETICAL MIDPOINT CALCULATION 

If years in position are 

less than 1 
1 
2 
3 
4 
4 ~ • 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 

10supra, PP · 79- 8 0. 
llAs defined in Section VII, p. 79 

Multiply actual salary 
by the factor 

1,1364 
1,1033 
1,0712 
1,0400 
1,0098 
1,0000 

,9948 
,9851 
,9754 
,9657 
,9562 
,9467 
,9373 
,9281 
,9189 
,9098 
,8320 
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Factors have been calculated on the basis of 

4~ years as the minimum average period required for 

full effectiveness to be achieved according to job 

description specifications, i.e., the period require­

ment before the midpoint of a salary range is reached. 

Applying a factor of 1,0000 to 4~ years, corresponding 

factors have been calculated for each year, on the 

basis of a 50% spread in the salary range. 

The resulting salary value is the hypothetical 

midpoint for the position under consideration. Where 

there is only one incumbent in the position, the actual 

salary and years in position (including prior compara­

ble level positions) should be used. Where there are 

two or more incumbents, the average salary and average 

years in position of all incumbents should be used. 

It is important to note that should the partici­

pating organisation grant one or more extra monthly 

base salary payments, the hypothetical base salary 

midpoint should be increased by one-twelfth for each 

such extra monthly payment. 

Incentive Bonus Payments. -- An incentive bonus 

is an award granted for individual performance. Its 

value is stated as a cash amount regardless of the form 

in which it is paid, or the time at which it is paid. 

If a participating organisation regularly awards 

incentive bonuses, the cash value of awards made for 

performance during the latest full year (calendar) 

should be included in that company's total compensation. 

In some cases, awards are made in the year following 

the performance year, while in others awards are made 

during the performance year. 

When the participating organisation has established 

salary group ranges, the bonus amount to be included 

should be that amount which the participating organisation 

would normally award to an employee whose salary is at 

the midpoint of the group range, and whose performance 

rating is comparable to the survey organisation's 

performance appraisal rating which indicates a meeting 

of all requirements as stipulated by the job description 
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for that particular position. 

Where the participating organisation does not 

have a salary group range for the position , such 

organisation should be asked to provide an estimate 

of a "normal" bonus for an employee who meets all 

requirements of the Position. If a "normal" bonus 

estimate is not provided, the average of the actual 

bonus paid to the incumbents of the position should 

be used. To determine this average, the sum of the 

bonuses paid should be divided by the number of in­

cumbents, including those who did not receive an 

award. 

If bonus payments vary significantly from year 

to year, the average of the bonuses pa i d in the most 

recent five calendar years (including any year in 

which a bonus was not paid) should be used. 12 For 

example , if a bonus was paid in three of the years, 

the sum of the three awards should be divided by five 

to obtain the average award. This procedure is 

applicable both when the participating company has 

established salary group ranges, and when it does not. 

XI. The Use of Monthly of Annual Compensation Values. 

Organisations usually prefer to express compen­

sation data in either monthly or annual terms. Which­

ever is the preference, it is essential that each 

element of compensation paid by participating organisations 

be converted, if necessary, to . the same basis . 

For example , if the survey organisation uses the 

monthly basis, the base salary data of all participating 

organisations 

Similarly, if 

must be converted to monthly amounts. 

a participating 

salaries such as a thirteenth 

organisations pays 

month payment, its 

extra 

base 

salary midpoint data should be analysed to ascertain 

whether the extra payment is included or not. If it 

12 ThiS figure has been calculated as that which represents 
the most reliable number of years on which an average 
bonus may be calculated for an incumbent rated as meeting 
all requirements of a position as stipulated in the job 
description. "Old Mutual: Western Cape Survey" (Cape 
Town: Old Mutual, August, 1976). 
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is not, the monthly base salary midpoint should be 

increased by one-twelfth. 

Finally, if incentive bonuses are paid by a par­

ticipating organisation, the total award granted for 

the performance year should be divided by twelve to 

obtain the equivalent monthly value. This amount 

should be added to the monthly base salary midpoint 

to obtain the total compensation midpoint. 

XII. Adjusting the Data. 

If a given position in a participating organisation 

is judged to be heavier or lighter than the survey 

organisation position, the participating organisation's 

total compensation, for that position, must be ad­

justed. The reason for this is that the competitive 

rate for a job which has a degree of responsibility 

equal to that of the survey organisation must be deter­

mined. If,for example, the participating organisation 

position is heavier, its total compensation must be 

reduced to a value that would be reasonable for that 

position if it were equal to the survey organisation. 

Conversely, if the position is lighter, its total 

compensation must be increased. 

The adjustments to be made vary in technique, 

depending on whether the participating organisation's 

total compensation consists of base salary alone, or 

includes incentive bonuses as well. 

If the total compensation of the participating 

organisation consists solely of base salary (including 

one or more extra payments, if any), the adjustment 

is made to the midpoint of that organisation's base 

salary range. The technique used to make this 

adjustment is based on the fact that the participating 

organisation position is valued in terms of plus or 

minus one-half, one, one-and-one-half, etc., survey 

organisation salary groups. Thus, assume that 

Position "An of the participating organisation is minus 

one-half to Position nAn of the survey organisation. 

If, for example, the survey organisation position is 
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evaluated in Salary Group fourteen, the participating 

organisation position would be "evaluated" in Salary 

Group thirteen-and-a-half. To adjust the partici-

pating organisation midpoint, it must be increased by 

one-half of the group-to-group progression rate 

(i.e., the percentage difference between two adjacent 

salary group ranges) that exists between the survey 

organisation's midpoints of Salary Group thirteen 

and Salary Group fourteen. This process, in effect, 

establishes a hypothetical base salary midpoint that 

would be appropriate in the partic i pating organisation's 

salary structure for a position whose level of 

responsibility is equal to that of the survey 

organisation. 

The simplified formul ae , revealed in TABLE 2 below, 

should be used to calculate the required adjustments. 

TABLE 2 

BASE SALARY MIDPOINT ADJUSTMENT CALCULATION 

If the participating 
organisation position 
is lighter by 

\ group . 

1 group . 

Then multiply the partici­
pating organisation mid­
point by the factor as 
calculated below a 

Factor = 1 plus one-half 
of the percentage difference 
between groups. 

Example: 

Factor = 1 + (\ x 0,1076) 

= 1 + 0,0538 

= 1,0538 

Factor = 1 plus the full 
percentage difference 
between groups 

Example: 

Factor = 1 + 0,1076 

= 1,1076 
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1~ groups . 

2 groups 

2~ groups . 

.Factor = the factor for 1 
group multiplied by the 
factor for ~ group. 

Example: 

Factor = 1,1076 x 1,0538 

= 1,1672 

.Factor = the factor for 1 
group multiplied by itself. 

Example: 

Factor = 1,1076 x 1,1076 

= 1,2268 

.Factor = the factor for 2 
groups multiplied by the 
factor for ~ group. 

Example: 

Factor = 1,2268 x 1,0538 

= 1,2928. 

aWhile the group-to-group progression rate may 
vary from one salary structure to another, in the 
example illustrated it is assumed to be 10,76% or 
0,1076. 

NOTE: 

When the participating organisation position is 
heavier than the survey organisation position, the 
same factors shown above are used, but because the 
participating organisation midpoints must be reduced, 
they are divided by the appropriate factors. 

If the total compensation of the participating 

organisation consists of both base salary and incentive 

bonus, the base salary midpoint should first be 

adjusted as described above. The adjusted value for 

the incentive bonus should be the amount that the 

participating organisation would normally pay to an 

employee whose salary is at the participating organisa­

tion's adjusted base salary midpoint, and whose 

performance level is comparable to the survey organisa­

tion's performance rating which indicates a meeting of all 
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requirements of the particular position ffistipulated 

in the job description. This amount should then be 

added to the adjusted base salary midpoint to obtain 

the adjusted total compensation for the participating 

organisation position. 

XIII-Tabulating the Adjusted Total Compensation Midpoints 

by Salary Group. 

Once the required calculations discussed in Section 

XII have been made, the adjusted and unadjusted midpoints 

for each position should be tabulated on a worksheet 

similar to that shown in Exhibit E or Exhibit F, 

Appendix I. 

Exhibit E. -- This exhibit illustrates a format 

which may be used when the total compensation paid by 

all participating organisations consists solely of base 

salary and the survey organisation records data in 

monthly terms. 

Exhibit F. -- This exhibit illustrates a format 

which may be used when the total compensation of one or 

more of the participating organisations includes both 

base salary and incentive bonus. 

in annual terms. 

Data is expressed 

The adjusted total compensation midpoint for each 

participating company for each survey position should be 

tabulated, by salary group, as illustrated in Exhibit G, 

Appendix I. This serves to identify any midpoints 

which are not consistent with the majority of midpoints 

for the same position. When such identifications 

are made, the survey info rmation for the affected 

position should be reviewed and a decision reached 

concerning the validity of the job comparison that was 

made with the participating organisation. Ordinarily, 

such inconsistent midpoints should be deleted from the 

tabulation. For example, the midpoint of Position "E" 

of Organisation "e" shown on Exhibit G, Appendix I, 

was inconsistent and was thus deleted. 
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XIV. Deleting the Data of Certain Survey Positions. 

Once the tabulation has been refined as described 

in Section XIII above, the Competitive Average Total 

Compensation Midpoint for each position should be 

calculated by adding all remaining midpoints and 

dividing the sum by the number of midpoints. When 

this average midpoint for a position is nearer the 

average midpoint for positions in higher or lower 

salary groups than the one in which the position is 

evaluated, the data for that position should be deleted. 

For example, if Position "c" (Exhibit G, Appendix I), 

is evaluated in Salary Group ten, and the survey data 

indicates that an evaluation in Salary Group eleven 

would be more appropriate, Position "C" should be 

deleted. However, before this is done, it is 

suggested that the comparisons made between Position 

"c" and the corresponding participating company positions 

be reviewed to check the validity of the assessment of 

job differences. 

In addition if there are fewer than three matches 

for alY given position, consideration should be given to 

deleting the data for that position. 

XV. Determining the Competitive Average Total Compen­

sation Midpoint for Each Salary Group. 

After the necessary adjustments have been made, 

including adjustments of the midpoint data and deletion 

os positions, the Competitive Average Total Compensation 

Midpoint for each salary group may be calculated as 

follows: 

1. First, for each salary group, calculate 

each organisation's average Adjusted Total Compensation 

Midpoint for all of its positions listed in the 

specific salary group. For example, as shown on 

Exhibit G, Appendix I, this average for Company "A" 

for Salary Group ten, is R12 408. 

2. Second, for each salary group, calculate the 

average of the company averages found in the first step. 

This is the Competitive Average Total Compensation 

Midpoint for the salary group. As shown on Exhibit G 

Appendix I, this average for Salary Group ten is Rll 993. 
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The resulting averages are used in determining 

the Competitive Total Compensation Trend Line, as 

described below. 

XVI. Determining the Competitive Total Compensation 

Trend Line. 

The Competitive Total Compensation Trend Line 

(which is, in actual fact, the Line of Best Fit) may 

be drawn by inspection from a plot of the survey data 

as follows: 

1. First, plot the Competitive Average Total 

Compensation Midpoints on semi-log graph paper as 

shown in Exhibit H, Appendix I. 

Semi-log graph paper facilitates the graphic 

representation of data since a wide range of values 

can be drawn within a small space. Also, the trend 

line will appear as a straight line rather than a 

curve because the horizontal scale is spread arith­

metically, while the vertical axis is spread logarith­

mically. 

If semi-log graph paper is not available, linear 

graph paper may be used. In this case, the salary 

group number is represented on the horizontal axis, 

and the logarithm of the Competitive Average Total 

Compensation Midpoint is represented on the vertical 

axis. Exhibit I, Appendix I illustrates the plotting 

of survey data on linear graph paper. 

2. Draw the Competitive Total Compensation Trend 

Line by superimposing a straight edge, such as a trans­

parent ruler, upon the plotted midpoints. 

As shown on Exhibit H, the distribution of the 

midpoints indicates that a single straight line may be 

drawn from Salary Group one through Salary Group fifteen 

because: (1) the midpoints cluster close to the line 

all along its l ength and (2) the sum of the distances 

from the line to the midpoints above the line will be 

approximately equal to the sum of the distances from 

the line to the midpoints below the line. 

On the other hand, the single straight line drawn 

through the entire series of salary group midpoints may 

not adequately represent the competitive trend line. 
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Visual examination may show, for example, that a 

straight line for Salary Groups one through ten 

appears to be reasonable, but that a different line 

should be drawn for Salary Groups eleven through 

fifteen. Exhibit J, Appendix I, illustrates this 

point. Such a break in the competitive trend of 

salaries may occur at any place in the structure. 

Normally, one or two lines are adequate for Salary 

Groups one through fifteen, while two to four lines 

might be adequate for Salary Groups sixteen and above, 

depending upon the highest salary group included in 

the survey. Generally, each separate trend line 

should cover a minimum of five salary groups.13 

3. Compare the Competitive Total Compensation 

Trend Line values with the Competitive Average Total 

Compensation Midpoints. The trend line values should 

be reasonably close to the corresponding midpoint 

values. If the average of the individual percentage 

deviations (also referred to as average variance) of 

each trend line value from its corresponding mid­

point falls outside the range of -0,5 % to +0,5%, the 

line should be re-drawn until the average deviation 

falls within this range. 14 

The suggested procedure in calculating individual 

percentage deviations is as follows: 

a) Divide the trend line value by the corres­

ponding midpoint value. 

b) Subtract 1,000 from the answer. 

c) Move the decimal point two places to the 

right in order to obtain the percentage deviation15 

(variance) . 

The suggested procedure in calculating the 

average of the individual deviations is as follows: 

13This depends on the total number of salary groups 
concerned. See French, The Personnel Management 
Process, 246-248. 
14See William L. Hays, Basic Statistics (Belmont, 
California: Brooks/Cole Publishing Company, 1967) 
~~. 96-104. 

For examples of individual percentage deviation cal­
culation See Examples A and B, Appendix II. 
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a) Total the plus deviations. 

b) Total the minus deviations. 

c) Subtract the smaller total from the 

larger. 

d) Divide the remainder by the number of 

salary groups in the structure for which there 

are Competitive Average Midpoints. The 

resulting answer is the average deviation. 16 

XVII.Establishing the Survey Organisation Base Salary 

Structures. 

The base salary structure of the survey organisation 

may be determined from the Competitive Total Compensation 

Trend Line as outlined below: 

1. Determine the ratio of the trend line value 

for the highest salary group to that for the lowest 

salary group on the same straight line. 

This ratio is found by dividing the value for the 

highest salary group by the value for the lowest salary 

group as determined from the trend line. For example, 

from Exhibit H, Appendix I, the value for Group fifteen 

is Rl 610 and for Group one the value is R424; 

therefore, 

Ratio 1610 
----.rr4 = 3,7972 

2. Determine the group-to-group progression rate. 

For the above example, refer to Page two of 

Exhibit K, Appendix 1.17 Find the column containing 

the nearest ratio equal to 3,7972, which is 3,8 . Follow 

down the column headed 3,8 to the value opposite the 

number of salary groups in the structure (in our 

example the number is fifteen) as indicated in the first 

column. The approximate group-to-group 

rate (r) for this example is shown to be 

progression 

1.,OOI.Since 

the ratio of the midpoint of the highest salary group 

16For example of average deviation calculation see Example 
C Appendix II. 
17The tables in Exhibit K have been drawn up to facilitate 
group-to-group progression rate calculations. These tables 
express pro gression rates calculated for selected ratio 
values and salary groups. For mathematical calculation of 
group-to-group progression rates, see Example D, ApPendix II. 
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in the structure divided by the midpoint of the lowest 

salary group in the structure is not an even-tenth, 

the group-to-group progression rate may be calculated 

more closely by interpolation as shown below: 

a) Identify the two even-tenth ratios that 

the actual ratio lies between (3,7972 lies 

between 3,7 and 3,8). 

b) Calculate the difference between the "r" 

values as shown in Exhibit K, Page 2, Appendix 

I, for the ratio 3,7 and 3,8: 

r for 3,8 = 1,1001 

r for 3,7 = 1,0980 

difference = 0,0021 

c) Calculate the difference between the actual 

ratio and the lower even-tenth ratio: 

actual ratio = 
lower even-tenth ratio = 
difference = 

3,7972 

3,7 

0,0972 

d) Move the decimal point in the difference 

from Step (c) (0,0972) one place to the right (0,972) 

e) Multiply the difference in the "r" values from 

Step (b) (0,0021) by the result from Step (d) (0,972): 

f) 

0,0021 

Add the 

x 0,972 = 0,0020 

result from Step (e) to the "r" value 

for the lower even-tenth ratio: 

1,0980 

+ 0,0020 

1,1000 

This is the group-to-group progression rate (r) for 

the actual ratio of 3,7972 . 

3. Calculate the tentative salary group midpoints. 

Multiply the value on the Competitive Total 

Compensation Trend Line for the lowest salary group (in 

this example, R424 for Group one) by the progression 

rate (r = 1,1000). This results in the calculated value 

for Group two. Then multiply the calculated value of 

Group two by (r) to obtain the calculated value of Group 

Three. This process is repeated for each subsequent 
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Salary group. The results of these calculations are 

tentative midpoints for the salary groups. (Each 

resulting tentative midpoint should be rounded to the 

nearest whole number) . 

4. Calculate salary group minimums. 

a) Divide the tentative midpoint by a factor which 

is equal to the sum of one plus one-half of the 

desired "spread." (The "spread" is the percentage 

by which the maximum of the range exceeds the minimum) 18. 

The result of this calculation is the tentative minimum. 

For example, if the spread is 50 % and the tentative 

midpoint is R909, the tentative minimum is R727 (R909 

divided by 1,25). 

b) Adjust the tentative minimum to the nearest whole 

number that is divisible by a factor which is equal to 

two times the reciprocal of the spread. 

For example, if the spread is 50% and the tentative 

minimum is R727, the factor is four (two times the 

reciprocal of 50% = two times two) and the nearest whole 

number that is divisible by four is R728. 

This is the salary group minimum. 

5. Calculate the salary group midpoint. Multiply 

the minimum by a factor which is equal to one plus 

one-half the desired spread. For example, if the 

spread is 50 %, the factor is 1,25. 

6. Calculate the salary group maximum. Multiply 

the minimum by a factor which is equal to one plus the 

full amount of the spread. 

is 50 %, the factor is 1,5. 

For example, if the spread 

Application of the above calculations in the 

example cited results in the salary group ranges shown 

in Exhibit L, Appendix I. 

18Experience has shown that a 50% spread in the salary 
range is proper for most salary groups. Spreads of less 
than 50 % do not provide adequate room for administration 
of salaries on a merit basis over a period of time. 
Spreads of more than 50% particularlY,where salary adminis­
tration policy is not well defined, result in compensation 
levels at salary group extremes which are either non­
competitive or excessive. See Richard C. Smyth, Financial 
Incentives for Management, p. 68. 
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Once the range midpoints have been calculated, a 

tabulation should be prepared showing, by salary group, 

the calculated range midpoint, the corresponding 

competitive Total Compensation ~1idpoint and the per­

centage deviation (plus or minus) of the calculated 

range midpoint from the Competitive Average Total 

Compensation Midpoint. (See Exhibit M, Appendix I) . 

XVIII. Comparison of Recommended Structure to Present 

Structure. 

After the recommended salary structure has been 

developed according to data analysed from survey 

results, a comparison of the recommended midpoints and 

present midpoints should be made as shown in Exhibit N, 

Appendix I. 

As a guide, a recommendation to adjust a salary 

structure should be made only if the average change in 

midpoints will exceed plus or minus 5%. 

XIX. Preparation of Summary Report to l'lanag.ement. 

The survey findings and the recommended salary 

structure should be submitted to management in a report 

which incorporates the following format and content: 

Proposal.-- This is a summary statement that 

includes: 

1. Recommendation that the proposed structures 

be adopted . 

2. The effective date for implementation . 

3. The average percentage by which the proposed 

structure differs from the existing one 

(Exhibit N, Appendix I) . 

4 . Reference to an exhibit in the Summary 

which contains the proposed structure . 

L. Appendix I). 

Report 

(Exhibit 

Background.-- In this section, the pertinent events 

that have taken place since the last formal survey 

should be outlined. 

1 . Date of last survey and the salary groups 

included. 

2. The chronology and details of any interim 

adjustments that were made in the survey 
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organisation including the compounded per­

centage increase in ranges since the last 

survey. 

3. The chronology and details of range changes 

made by participating organisations since 

the last survey. 

4. The chronology and details of general increases 

granted by the participating organ isations and 

the survey organisation. 

5. A statement of general economic conditions 

and trends, including any pertinent indicators, 

such as consumer price index. 

Scope of Survey.-- This section should include: 

1. Definition of geographic area covered by the 

survey. 

2. List and description of participating organisa­

tions including an explanation of any variations 

from the previous survey. 

3. Date of competitive data. 

4. List, by salary group, of the survey organisa­

t ions included in the survey. 

Survey Techniques and Findings. -- This section 

should include: 

1. A statement of the staff and l ine employees 

who were involved in the preparation of the 

job descriptions used in the survey, in the 

personal visits to the participating organisation~ 

in the analysis and review of data, in the 

review of the validity of job matches and 

adjustments, and in the preparation of the 

Summary Report. 

2. An explanation of the techniques used in 

adjustment of competitive data, calculation 

of competitive salary group averages , con­

struction of the competitive trend line, and 

calculation of the survey organisation base 

salary structures. 
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3. Reference to supporting exhibits. 

xx. Summary Report of Survey Data for Participating 

Organisations. 

A summary of the survey data should be prepared 

and forwarded to the participating organisations. The 

data for each participating organisation should be 

identified by Code only, i.e., by Company "A", Company 

"B", etc. This will ensure that the information 

exchanged is treated confidentially. 

It is suggested that the survey data be summarised 

for each survey position in a manner similar to that 

shown in Exhibits E or F, Appendix I, with the exception 

that competitive averages for the survey positions 

should not be included. Since these averages include 

data for the participating organisation positions and 

exclude data for the survey organisation, they are 

meaningless to the participating organisation. 

XXI. Indicated Re-Evaluation of Positions Based on 

Survey Results. 

The survey results may indicate a need to review 

the survey organisation position evaluations. This 

will usually arise when it has been necessary to delete 

a position as discussed in Section XIV. In Exhibit G, 

Appendix I, the data for Position "C", which had been 

evaluated by the survey organisation in Salary Group 

ten, was deleted because the internal evaluation of 

Salary Group ten is not consistent with the community's 

evaluation of comparable jobs. The survey organisation 

may wish to consider re-evaluating the position. 

However, if the position is a "key" position any decision 

by the survey organisation to re-evaluate should take 

into account the effect upon other positions whose 

evaluations have been based upon comparison with that 

reference position. Such consideration mig.ht indicate 

that the best course of action is to retain the present 

evaluation. 
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CHAPTER VI 

THE MIDPOINT SYSTEM COMPENSATION SURVEY AUGUST 1978 

SUlflMARY REPORT 

INTRODUCTION 

A comprehensive survey was conducted by members 

of the Personnel Staff of Mobil Oil Southern Africa 

(Pty.) Ltd., utilising the Midpoint System as a guide. 

Such survey was conducted during the months of August/ 

September, 1978, and data was analysed shortly there­

after. 

This survey consisted of two main sections, 

namely: 

1. Benefit survey, based on the Gene ral 

Information Questionnaire as discussed in Section 

V. of Chapter V. 

2. Wage and Salary Survey. 

Data and information obtained from the General 

Information Questionnaire was summarised in order to 

make comparison with existing Mobil Oil Fringe-Benefit 

programmes. However, as the existing package is 

regarded as being highly competitive, most emphasis 

has been placed on the analysis of wage and salary 

data, and recommendations stemming from such analysis. 

The basic Fringe-Benefit which has a direct effect 

on compensation, namely, the annual bonus,l has been 

1Although a myriad of fringe-benefits affect the actual 
compensation levels of employees, the only benefits 
which are deemed to affect the actual wage and salary 
structure, and which are therefore taken into account by 
the Midpoint System, are the annual bonus, the incentive 
bonus and car benefits. See Exhibit B, Appendix I. However, 
as the annual bonus award has become common practice in most 
organisations, it has been included in all structural 
analyses. 
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taken into account, alongside wage and salary data, 

such that wage and salary structures have been 

analysed on a basis of basic salary plus monthly 

portion of annual bonus. In other words, present 

salary structure and recommended salary structure 

are presented in a form which includes ranges con­

sisting of basic salary plus bonuses of one month's 

salary. 

SCOPE OF SURVEY 

I. Geographical Area. 

The Republic of South Africa. 

II. Date of Competitive Data. 

August/September 1978. 

III. Participating Organisations. 

A. E. & C .1. Limited . -- Manufacturers and marketers 

explosives, industrial chemicals, plastics , vinyl 

products and fertilisers with major factories in 

Transvaal, Orange Free State and Cape Province. 

Sales Value R456 million 

Number of Employees: 11614 

Afrox Limited.-- Primarily engaged in the manufacture 

and distribution o f industrial and medical gases, 

electric and gas welding equi"pment, electrodes and 

welding consumables. 

Sales Value R142 million 

Number of Employees: 3100 

Anglo American Corporation of South Africa Ltd.-- The 

Corporation is the head of an i nternational group of 

mining, industrial and investment companies. 

Administers and develops the companies of the 

group, and makes investments in them and companies 

which is does not administer. 
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Capital employed 

Profits after tax 

R967 million 

R94,9 million 

BP Southern Africa (pty.) Ltd.-- Marketing Company. 

Has marketing offices, bulk plants and warehouses 

throughout the Republic of South Africa, South West 

Africa, Lesotho, Botswana, Swaziland, and Transkei. 
J 

Has 50% interest in Sapref Refinery in Durban of 

200 000 barrels of oil per day capacity. 

Sales Value 

Number of Employees 

R420 million 

2280 

Caltex Oil (SA) (Pty.) Ltd.-- Marketing Company and 

Refinery. Has marketing offices, bulk plants and · 

warehouses throughout the Republic of South Africa, 

South West AFrica, Mocambique, Rhodesia, Malawi, 

Lesotho, Botswana, Swaz'iland and Transkei. Has one 

Refinery in Cape Town of 58 000 barrels of oil per 

day capacity. 

Sales Value 

Number of Employees 

+R400 million 

2454 

Dunlop South Africa Ltd.-- Manufacturers of rubber 

and rubber-like products and products allied to 

them either by technology or marketing conditions 

in which competitive efficiency requires a capital­

intensive manufacturing approach. Principal 

products are tyres, tubes, conveyor belts, hose, 

vinyl flooring, carpets, sports goods and foam 

products. 

Sales Value 

Number of Employees 

R83 million 

4708 

Ford Motor Company of South Africa (pty.) Ltd.-- Auto­

motive manufacturing assembly, comprising car and 

light truck assembly plant, heavy truck assembly 

plant, engine manufacturing plant, and parts depot. 

Total operation based in Port Elizabeth. 
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Number of Employees 
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R191 million 

4676 

International Business Machines South Africa (pty.) 

Ltd.-- Market and service wide range of office machines 

and computers, primarily in main centres of the 

Republic of South Africa. 

Sales Value 

Number of Employees 

between R50 million and 
R100 million 

1473 

Massey Ferguson (South Africa) Limited.-- Manufacturer, 

importer and distributor of agricultural, industrial, 

and construction machinery through a network of fran­

chised dealers covering the Republic of South Africa, 

South West Africa, Botswana, Lesotho, and Swaziland. 

Sales Value R59 million 

Number of Employees 2119 

Metal Box South Africa Ltd.-- Manufacturers of packaging 

containers, closures and components in metals, plastics, 

and board, and are builders of machinery and equipment 

for the packaging and related industries. 

Sales Value R142 million 

Number of Employees 7174 

Shell Oil South Africa (Pty.) Ltd.-- Marketing Company. 

Has marketing offices, bulk plants and warehouses through­

out the Republic of South AFrica, South West Africa, 

Lesotho, Botswana, Swaziland, and Transkei. Has 50 % 

intere st in Sapref Refinery in Durban of 200 000 barrels 

of oil per day capacity. 

Sales Value 

Number of Employees 

R440 million 

2187 

The South African Breweries Limited.-- Largest manufacturer 

and marketer of beer, wine and spirits in the Republic of 

South Africa. Holding and Operating Company. Principal 

operating activities are in brewing (Beer Division), 

wine and spirits (Stellenbosch Wine Trust Ltd.), 
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department stores (OK Ba2aars), furniture (Afco1 

and Amrel) , shoe manufacture (Shoe Corporation) , 

food (Food Corporation), hotels (Southern Sun and 

Transito Hotels), banking (UDC Holdings), real estate 

(Retco), and soft drinks (Schweppes). 

Sales Value (Group) 

Number of Employees 

R1195 million 

52 000 

South African Petroleum Refineries (pty.) Ltd.-- Refining 

company situated in Durban, in which the marketing 

companies BP Southern Africa (pty.) Ltd., and Shell Oil 

South Africa (pty.) Ltd. have equal interests. 

Refining Capacity 

Number of Employees 

200 000 barrels per day 

1205 

Stewarts and Lloyds of South Africa Ltd.-- This company 

operates in the Republ ic of South Africa, Rhodesia, 

Malawi, and South West Africa. The Group comprises 

four divisions: a division engaged in manufacture 

and marketing of Tubing, a Foundry Division, a Trading 

Division, and a Manufactured Products Division. 

Sales Value R208 million 

Number of Employees 9600 

Total South AFrica (Pty.) Ltd.-- Marketing Company. Has 

marketing offices, bulk plants, and warehouses throughout 

the Republic of South Africa, South West Africa, 

Mocambique, Lesotho, Botswana, Swa z iland, and Transkei. 

Has a 30 % interest in the National Petroleum Refinery 

which is operated by South African Coal, Oi l and Gas 

Corporation Ltd., and has a capacity of 70 000 barrels 

of oil per day. 

Sales Value 

Number of employees 

R200 million 

1244 

Unilever South Africa (Pty.) Ltd.-- Manufacturers, 

distributors and markets of wide range of soaps, 

detergents (Lever Brothers (pty.) Ltd., and Hudson 

and Knight (Pty.) Ltd . ), edible fats and sundry foods 
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(van den Bergh and Jurgens (pty.) Ltd.), tea and 

coffee (Pitco Ltd., and Glenton and Mitchell (pty.) 

Ltd.), toilet preparations (Elida Gibbs (pty.) Ltd.), 

ice cream (T. Wall and Sons (pty.) Ltd.), chemicals 

(Silicote and Chemical Industries (Pty.) Ltd.), 

flooring (Nairn Industries (pty.) Ltd.), warehousing 

and distrib~tion (S.A. Warehousing Services (pty.) 

Ltd.), and market research (Consumer Research Services 

(pty.) Ltd.). 

Sales Value (Group) 

Number of Employees 

R241,5 million 

6798 

Mobil Oil Southern Africa (pty.) Ltd.-- Marketing 

Company and Refinery. Has marketing offices, bulk 

plants and warehouses throughout the Republic of South 

Africa, South West Africa, Mocambique, Rhodesia, 

Malawi, Lesotho, Botswana, Swaziland, and Transkei. Has 

one Refinery in Durban of 100 000 barrels of oil per 

day capacity . 

Sales Value 

Number of Employees 

IV. Survey Positions. 

Group 1 

Group 2 

Group 3 

Group 4 

Group 5 

Group 6 

Group 7 

Group 8 

Group 9 

R450 million 

3354 

General Labourer 

Fork Lift Truck .Operator 
Artisan's Helper 

Chauffeur 
Junior Clerk (Male or Female) 
Reproducing Machine Operator 

Key Punch Operator 
Copy Typist 

Clerk (Male or Female) 
Telephonist 
Laboratory Technician 

Warehouseman/Storeman 
Assigned Stenographer 

Senior Clerk (Male or Female) 
Computer Operator I 
Chairman's Secretary 

Programmer II 
Senior Laboratory Technician 

Assistant, Purchasing 
Assistant, Ledgers 
Programmer I 



Group 10 

Group 11 

Group 12 

Group 13 

Group 14 

Group 15 

Group 16 

Group 17 

Group 18 

Group 19 

Group 20 

Group 21 

Group 22 

Group 23 

Group 24 
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Salesman, General Trade 
Employee Relations Assistant, Region 
Payroll Supervisor, Refinery 

Engineering Assistant, Cape Town 
Programmer/Analyst I 
Warehouse Superintendent, Refinery 

Section Head, Ledgers 
Employee Relations Assistant -
Compensation and Benefit 
Chief Draughtsman 

District Manager, General Trade 
Maintenance Zone Supervisor, Refinery 

Transport Co-ordinator, Region 
Financial Analyst, Cape Town 
Legal Advisor, Cape Town 

Employee Relations Manager, Region 
Chief Chemist, Cape Town 
Instrument/Electrical Superinten­
dent, Refinery 
Island View "A" Superintendent, Refinery 

Assistant Controller, General Acccounting, 
Cape Town 
Data Processing Manager, Cape Town 
Chief Maintenance Superintendent , Refinery 

Real Estate Manager, Cape Town 
Transport Manager, Cape Town 
Chief Project Engineer, Refinery 

Treasurer, Cape Town 
Secretary and Legal Counsel, Cape Town 
Controller, Cape Town 
Employee Relations Manager, Cape Town 

Resale Sales Manager, Northern Region 
Systems and Computer Manager, Cape 
Town 
Technical Manager, Refinery 

Resale Sales Manager, Cape Town 
Assistant Accounting and Finance 
Manager, Cape Town 

Regional Manager, Northern Region 
Operations Manager, Cape Town 
Relations Manager, Cape Town 

Accounting and Finance Manager, Cape 
Town 

Manufacturing Manager, Refinery 

Marketing Manager, Cape Town. 
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BACKGROUND 

Mobil Oil has a twenty-four group salary and wage 

structure, which, at present, consists of three 

different group-to-group progression rates. It is 

deemed necessary by Management for such structure to 

be as competitive as possible with regard to the 

labour market. 

The existing salary structure of Mobil Oil is 

illustrated in TABLE 3 below: 

TABLE 3 

MOBIL OIL PRESENT SALARY STRUCTURE 

SALARY GROUP MINIMml MIDPOINT 

1 144 180 
2 170 212 
3 208 260 
4 254 317 
5 312 390 
6 382 477 
7 415 519 
8 450 563 
9 489 611 

10 531 664 
11 576 720 
12 626 782 
13 680 850 
14 738 923 
15 802 1003 
16 872 1090 
17 980 1225 
18 1101 1376 
19 1238 1547 
20 1390 1737 
21 1562 1953 
22 1756 2195 
23 1974 2468 
24 2218 2772 

NOTE: 

Group-to-group Progression rates: 
Groups 
Groups 
Groups 

1 - 6 
6 - 16 

16 - 24 

= 
= 
= 

MAXIMUM 

216 
255 
312 
381 
468 
573 
623 
675 
734 
797 
864 
939 

1020 
1107 
1203 
1308 
1470 
1652 
1857 
2085 
2343 
2634 
2961 
3327 

1,2256 
1,0861 
1,12396 
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In order for this objective to be achieved, close 

attention is paid to influences such as the Consumer 

Price Index, competitive adjustments made by competing 

organisations to their own structures, national salary 

surveys conducted by organisations such as Peromnes and 

Urwick - UAL, plus analysis of labour market trends on 

an annual basis 

However, it is company policy to conduct a compre­

hensive wage and salary survey at four-yearly intervals, 

and it is on the basis of analysis of data obtained 

from such surveys that major competitive adjustments 

are made to the wage and salary structure. 

The last comprehensive survey conducted by Mobil 

Oil was undertaken in May, 1974, and included all salary 

groups. 

following 

have been 

1. 

2. 

3. 

Since this last comprehensive survey, the 

across-the-board general salary adjustments 

made: 

March 1975 10% in respect of Salary Groups 
one to twenty only. 

June 1976 10% in respect of Salary Groups 
one to twenty only. 

August 1977 6% in respect of Salary Groups 
one to twenty only. 

These increases have compounded salaries by 28,3%. 

Adjustments to the actual wage and salary structure 

since the previous comprehensive survey have been as 

follows: 

1. 

2. 

3 . 

4. 

August 1974 

March 1975 

June 1976 

August 1977 

~ 4,7% (overall, excluding 
Groups one to six). This 
change took place as a result 
of the 1974 survey. 

8,0% (Groups one to twenty-four). 

10,0% (Groups one to twenty-four) . 

6,2% (Groups one to twenty-four). 

As a result of these adjustments the compounded 

increase in ranges since the previous survey is 32,1%. 

In order to provide a comparable basis as regards 

salary and structural adjustments, details of range 

changes, and general increases in salaries granted are 

provided in TABLE 4. 
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TABLE 4 

COMPOUNDED STRUCTURAL ALTERATIONS AND GENERAL SALARY 
INCREASES OF PARTICIPATING ORGANISATIONS: MAY 1974 
TO AUGUST 1978 " a 

COMPOUNDED COMPOUNDED 
COMPANY RANGE ALTERATIONS GENERAL SALARY IN-

PERCENTAGE CREASES PERCENTAGE 

(1 ) ( 2) (3 ) 

BP 36,3 36,3 
CALTEX 33,0 34,7 
SHELL 36,3 36,3 
TOTAL 28,6 not applicableb 

SAPREF 36,3 36,3 
A.E. & C.1- 37,9 not applicable 
AFROX 27,2 not applicable 
ANGLO-AMERICAN not applicablec not applicable 
DUNLOP 46,8 not appl icable 
FORD 38,8 28,6 
IBM 43,6 not applicable 
MASSEY FERGUSON 53,1 50,8 
METAL BOX 37,8 37,8 
S. A. BREWERIES 27,2 not applicable 
STEWARTS AND 

LLOYDS 37,8 not applicable 
UNILEVER 45,3 45,9 
MOBIL 32,1 28,3 

aStatistics for most organisations were unavailabl e for 
changes later than August, 1978. 
bIn all cases where the words "not applicable" appear 
under heading of column (3), such organisations do not 
grant general salary increases, but instead build an 
economic factor i nto their merit programmes, and apply 
increases annually on f i xed review dates. 
cThis organisation does not have established ranges. 

On the basis of such statistics, a decision was made 

to conduct a comprehensive compensation survey, with 

Mobil Oil representing the survey organisation. The 

Midpoint System was utilised as a comprehensive guide 

for the undertaking of such survey, with the reliability 

and validity of such results to be tested against 

statistics already obtained from continuous survey 

organisations such as Urwick-UAL and Peromnes Salary 

Surveys (Pty.) Ltd. 

As Mobil Oil has regional offices throughout the 

Republic of South Africa, but admi nisters salaries and 
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wages according to a single wage and salary structure, 

the comprehensive survey is undertaken on a national 

basis, and includes organisations from diverse in-

dustries competing in a similar labour market. How-

ever, such surveys usually always include a core of 

"oil-community" organisations, as these organisations 

tend to have similar market interests and thus similar 

wage and salary structures and administration policies. 

SURVEY TECHNIQUES 

The sixty positions surveyed were selected on the 

basis of job comparisons made in previous surveys, and 

on positions generally used in surveys of participants. 

Such positions satisfied basic criteria of "key" 

positions as discussed in Section II, Chapter V. Job 

descriptions were prepared for each of the survey 

positions in conjunction with the Departmental and/or 

Functional Manager concerned. 

A booklet 1 containing such job descriptions and 

relevant organisation charts was sent to each of the 

participating organisations. This was followed by 

visits to each participant by the Personnel Manager and 

his assistant, with the assistance of the Line Managers 

when necessary, at which time each position compared was 

discussed and, where necessary, weighted. The validity 

of the weightings was afterwards discussed with and 

agreed upon by the Functional Managers concerned. 

The percentage weighting was calculated on the basis 

of present group-to-group progression rates. Where 

weighting was considered necessary, multiples of one-half 

of a salary group were used, depending on the difference 

1AlthoUgh all positions were surveyed according to the 
Midpoint System, actual information for top management 
positions was collected and analysed on a separate and 
confidential basis. This was achieved by collecting in­
formation in two separate booklets - one for top manage­
ment positions, and one for all positions other than top 
management. Top management positions are represented by 
Salary Groups 20 to 24 in the Mobil Oil salary structure. 
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in the magnitude and scope with the relevant survey 

position. The present group-to-group progression 

rates of Mobil Oil are as follows: 

TABLE 5 

MOBIL OIL : EXISTING GROUP-TO-GROUP PROGRESSION RATES 

Salary Group 

1 to 6 

6 to 16 

16 to 24 

Group-to-Group Progression Rate 

1,2256 

1,0861 

1,12396 

The above progression rates were utilised as the 

weighting factors whenever such weighting of positions 

was necessary. Use of the Peromnes Job Evaluation 

system2 provided a basis for decisions as regards 

weighting in terms of multiples of one-half salary 

groups . 

Analysis and weighting of salary data was based 

solely on the midpoint concept, that is, where partici­

pating organisations had established ranges, the mid­

point of salary groups concerned were utilised for data 

analysis, and where organisations did not have 

established ranges, data provided was utilised to 

calculate hypothetical midpoints. When survey positions 

of participating organisations required weighting, the 

midpoints of the relevant salary groups were thus 

altered by the necessary weighting factor. 

RECOMMENDATIONS AND RESULTS 

I . Summary of Results. 

A booklet of results was sent to each participating 

organisation containing (1) a summary of the General 

Information Questionnaire, in the form of TABLE 13, and 

discussed in due course,3 (2) a summary of salary data 

2copyrights of such system reserved. However, Mobil Oil 
utilises such system as its day-to-day job evaluation 
system; thus survey position evaluations have been based 
gn methods provided by this system. 

Under heading of "Fringe-Benefit Analysis", p. 123. 
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for each survey position in the form of Exhibit 0, 

Appendix I. 

It is not the policy of Hobil Oil to submit data 

analysis results in complete form to the participating 

organisations. Rather, raw data is sent in booklet 

form such that these organisations may apply their own 

methods of analysis. An explanation is supplied with 

these booklets illustrating method of analysis in the 

compilation of the data supplied for each position. 

A comprehensive analysis according to the Midpoint 

System Guide was undertaken, and recommendations have 

been submitted, based on these results, to the manage­

ment of Mobil Oil. 

Base Salary Analysis.-- As mentioned previously, 

the elements of compensation taken into consideration 

for base salary analysis, consist of base salary plus 

annual bonus. However, it must be stressed that where 

organisations had established ranges, the midpoints for 

these positions were used, and where organisations did 

not have established ranges, hypothetical midpoints were 

calculated and these hypothetical midpoints were then 

used in further calculations. 4 

Overall evaluation weightings were calculated for 

each participating organisation position on Summary 

Worksheets (see Appendix III) ,5 according to criteria 

such as reporting relationships, functional responsibility, 

and scope and magnitude of responsibilities. These 

overall weightings in terms of multiples of one-half of 

the Mobil salary group concerned were then converted 

to monetary values on the Summary of Adjusted (Unadjusted) 

Salary Data Worksheets (Appendix IV)5, according to the 

necessary job weightingfactors based on Mobil group-to­

group progression rates. 

4The explanation of the use of the midpoint concept is 
discussed in Chapter V, Section VII, p. 75 . For hypo­
thetical calculation see Chapter V, Section X, p. 8 0 . 
5Due to length of analysis involved, Appendixes III and IV 
are under separate cover. 
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The competitive adjusted averages of all sixty 

positions were then calculated on these same worksheets. 

The data from these Salary Data Worksheets was then 

tabulated on Adjusted Total Compensation Midpoint work­

sheets (TABLE 6 ), such that data for those positions 

regarded as being "out-of-line", as discussed in 

Chater V, Section XIV could be deleted or re-evaluated. 

The tabulation of such Adjusted Total Compensation 

Midpoint Data allows for easy comparison of position 

midpoints and averages, for purposes of deletion and 

Competitive Average Total Compensation Midpoint calcula­

tions. These averages (community averages) for each 

salary group were plotted on semi-log graph paper, and 

the "line of best fit" established. 

The sequence of calculations and results obtained 

from the stage of tabulation of Adjusted Total Compensation 

Midpoint Data, is presented in the following tabulations 

and illustratrations. 

The "line of best fit", or Community Salary Trend 

Line established in Figure 5 provides the following 

group-to-group progression rates and cut-off values 

(adjusted), in TABLE 10. 
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FIGURE 5 
Community Salary Trend Line 
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TABLE 7 

RECOMMENDED SALARY STRUCTURE 

SALARY MINIMUM MIDPOINT MAXIMUM 
GROUP (RAND) (RAND) ( RAND) 

1 140 175 210 

2 172 215 258 

3 208 260 312 

4 256 320 384 

5 312 390 468 

6 380 475 570 

7 420 525 630 

8 460 575 690 

9 508 635 762 

10 560 700 840 

11 616 770 924 

12 676 845 1014 

13 744 930 1116 

14 820 1025 1230 

15 904 1130 1356 

16 996 1245 1494 

17 1096 1370 1644 

18 1204 1505 1806 

19 1354 1690 2028 

20 1520 1900 2280 

21 1704 2130 2556 

22 1916 2395 2874 

23 2152 2690 3228 

24 2412 3015 3618 

NOTE: 

Group-to-group progression rates = Groups 1 
Groups 6 
Groups 18 

*(Before Midpoint adjustments to nearest R5). 

Salary range spread = 50 % 

to 6 
to 18 
to 24 

1,2225 ) 
1,101 h 
1,1227 ) 

All rang es for Groups 1 to 19 include Christmas Bonus of 
one month's salary. 



117 

TABLE 8 

COMPARISON OF RECOMMENDED SALARY STRUCTURE TO 
PRESENT SALARY STRUCTURE 

SALARY RECOMMENDED PRESENT PERCENTAGE RECOMMENDEJ 
GROUP STRUCTURE STRUCTURE I VARIES FROM 

(MIDPOIh~S RAND)a (MIDPOINTS RAND)b PRESENT 

1 175 180 -2,7 
2 215 212 +1,3 
3 260 260 0,0 
4 320 317 +0,8 
5 390 390 0,0 
6 475 477 -0,3 
7 525 519 +1,2 
8 575 563 +2,1 
9 635 611 +3,9 

10 700 664 +5,4 
11 770 720 +6,9 
12 845 782 +8,0 
13 930 850 +9,4 
14 1025 923 +11,1 
15 1130 1003 +12,6 
16 1245 1090 +14,2 
17 1370 1225 +11,8 
18 1505 1376 +9,4 
19 1690 1547 +9,2 
20 1900 1737 +9,4 
21 2130 1953 +9,1 
22 2395 2195 +9,1 
23 2690 2468 +9,0 
24 3015 2772 +8,8 

Average Variance = +6,2 

NOTE: 

Average Variance Groups 1 
Average Variance Groups 6 
Average Variance Groups 18 

to 6 
to 18 
to 24 

-0,15% 
+7,4% 
+9,1% 

aGroup-to-group progression rates = 
Groups 1 to 6 
Groups 6 to 18 
Groups 18 to 24 

1,2225) 
1,101 ) !If 
1,1227) 

*(Before Midpoint adjustments to nearest R5). 

bGroup-to-group progression rates = 
Groups 1 to 6 
Group s 6 to 16 
Groups 16 to 24 

1,2256 
1,0861 
1,1 2396 
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TABLE 9 

COMPARISON OF RECOMMENDED SALARY STRUCTURE TO 
COMPETITIVE AVERAGE TOTAL COMPENSATION MIDPOINTS 

SALARY RECOMMENDED COMPETITIVE PERCENTAGE RECOMMEN\ 
GROUP SALARY STRUCTUREa AVERAGE TOTAL DED MIDPOINT VARIES 

(MIDPOINT RAND) COMPENSATION FROM COMPETITIVE 
MIDPOINT (RAND) AVERAGE TOTAL COM-

PENSATION MIDPOINT 

1 175 174 +0,6 
2 215 219 +1,8 
3 260 251 +3,6 
4 320 353 -9,3 
5 390 396 -1,5 
6 475 475 0,0 
7 52 5 517 +1,5 
8 575 602 -4,5 
9 635 664 -4,4 

10 700 679 +3,1 
11 770 823 +6,4 
12 845 883 -4,3 
13 930 878 +5,9 
14 1025 947 +8,2 
15 1130 1133 +0,3 
16 1245 1172 +6,2 
17 1505 1506 -0,1 
19 1690 174O -2,9 
20 1900 1991 -4,6 
21 2130 2039 +4,5 
22 2395 2477 -3,3 
23 2690 2572 +4,5 
24 3015 3016 0,0 

Average Variance = +0,12 

aGrol.p-'to-group progression rates = 
Groups 1 to 6 
Groups 6 to 18 
Groups 18 to 24 

1,2225) 
1,101 ) 
1,1227) 

x(Before Midpoint adjustment to nearest R5). 
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TABLE 10 

MOBIL OIL : RECOMMENDED GROUP-TO-GROUP PROGRESSION RATES 

SALARY GROUP 

1 

6 

6 

18 

18 

24 

VALUES (ADJUSTED) 

175) 

475) 

475) 

1505) 

1505) 

3015) 

GROUP-TO-GROUP 
PROGRESSION RATES 

1,2225 

1,101 

1,12 27 

The above progression rates provide the basis for 

a recommendation as regards a wage and salary structural 

adjustment. The recommended structure based on such 

rates allows comparison with the existing structure and 

progress rates. The Average Variance based on comparison 

of the Recommended Salary Structure and the Competitive 

Average Total Compensation Midpoints (TABLE 9) is 

+0,12 ~ which falls within the suggested variance range 

of -0, 5% to +0,5 % as provided by the Midpoint System 

Guide. 

The Average Variance between the Recommended Salary 

Structure and the Present Salary Structure (TABLE 8) is 

+6,2%. This figure thus indicates the degree to which 

Mobil Oil midpoints, on the average, are less competitive 

than the Community Labour Market midpoint. In other 

words , on the average, Mobil Oil provides rates of basic 

compensation which are 6,2% lower than those rates 

regarded as being competitive by the general Labour 

Market Community. A summary of the final analysis of 

the survey data as analysed according to the Midpoint 

System is revealed in TABLE 11. Such table allows 

concise comparison of data analysis on a salary group~to­

group basis. 



Oil 
Present a Community Present Hidpoints 

Salary ~lidpo in ts Averages Compared to Oi 1 
G!"ClU!; 1. 6.76 1.5.77 Communi tv A\'era es 

, 

1 2 158 2 187 - 1,3% 

, 2 548 2 835 -1 0 ,1% 

3 J 120 J H8 - 6 ,0% 

4 J 809 4 224 - 9,8% 

j 4 680 4 80) - 2,6% 

6 5 720 5 769 - 0,8% 

Total 

TABLE 11 
COMPARISOX OF l'RESD.i' MIDPOI~TS 

PROPOSED l-UDPOlt..-rS , OIL COM:1UNITY 
AVERAGES .urn TOTAL COl't.\1~l1'Y AVERAGES 
A!l.1-.1JAL BASE SALARY _ lo'OREIGS" CURRE:'\CY 

Presen t Midpoints 
Community Campal .,d to Total Proposed b 

A"era es Community Aver~&.yl'l Mi~nts 

2 088 + 3,4:::' 2 100 

2 628 - 3,0% 2 580 

J 0 12 + 3,6% ) 120 

4 236 - 10,1" ) 840 .. 
4 752 - 1,5" 4 680 

5 700 + 0,4% 5 700 

Proposed Midpoints Proposed Mi dpoints Proposed Midpoints 
Compared to Oil Compared to Total Compared t o 

COll'llluni ll.. Av no Cc · ..!:.l:.. A~~s Pres en t Midnoints 

- 4.0:;~ + 0,6% - 2,7% 

- 9,0% - 1 ,8% + 1,3" 

- .,"" + ) ,6" 0,0% 

- 9,1" - 9, 3" + 0,8% 

- 2 , 6" - 1,5~ 0 ,"" 

- 1,2% 0,"" - 0,3% I 
AVERAGE DEVIATION C I 
SALARY GROUPS 1 THROOOH 6 - 5 ,3" - 1,4:' - 0,15" 

·1 . 
aGroup-to-group progression rate 22,6% 

bGroup-to-group progression rate 22,3% 

c Note may be made of the fact that a negative adjustment Of . the salary structure is suggested 
by the final data analysis for salary groups one to six. The reason for such a result is the 
fa ct that, due to pre s sure from the Mobil Oil International Head Offica to increase the salaries 
of Black employees, an unrealistic upward adjustment was made to this lower section of the s truc­
ture in August 1977. According to the present analysis of data, a negative adjustment would' be 
required to align the structure on a competiti ve comm unit y average basis . The 1977 adjustment 
affected the lower section of the structure due to the fact that there is no differentiation be­
tween White and Black rates,i .e . , Whites and Blacks are remunerated a ccording to a uniform struc­
ture. 

..> 

'" o 



Oll 
Prese::lt Community Pre~ent Midpointe 

Sillary Midpoint" a . Averages Compared to Oil 
Grouv 1.6.76 · 1.5.77 COmMunity AVerll.Q'es 

6 5 ;20 5 769 - O.8~ 

1 6 227 6 186 ,.. D.n' 

• 6 760 6 )84 +, 5,~ 

9 7 3)2 8 16) -lO,~ 

10 7969 ? 941 + 0,"" 

11 • "5 9 252 - 6,6;( 

12 9 386 10 657 -13,5" 

1) 10205 10 402 -l.~ 

1. 11 016 10 899 + 1,6" 

15 12 0)8 12 588 _ .. ,"" 
16 13 078 1) 12) - 0,3" 

11 14 70) 1-4 611 + 0,6:' 

,. 16 510 16848 - 2.0~ 

-

TABLE 11 continued 

. COXPARISON OP PRES~T MIDfOINTS 
PRO?OSED MIDPOINTS. OIL CO!'ffi,'NIU 

AYE!U.GES AND TOTAL CO~t'ruNITY AVERAGES 
ANNUAL BASE SALARI _ FOREIGN CURRJ::NCr 

Total Preaent Mi dpoints 
Community Compared to Total Proposed b 

Avera.Q'('1J COmr:lunlty A'"era",!!" Midpoints· 

5 100 + O.4~ 5 100 

6 204 + 0,4" 6 )00 

7 224 _ 6,4" 6 900 

1 968 - 8,~ 7 620 

• 148 - 2,~ • 400 

9 876 -12. ," 9240 

10 596 -11,4'<- 10 1-40 

10 536 - ),1" 11 160 

11 )64 - 2,'" 12 )00 

1) 596 -11,'" 1) 560 

14064 - 7,0;< 14 940 

15 )00 - ),~ 16 440 

18012 - 8,6" 18 060 

AVElAGE DEVIATION 
SALARY GROUPS 6 THKOI.XlH 18 

a 
Group-to-group progression rats 8,6% (Groups 6 through 16) 

bGroup-to-group progression rate 10,1% (Groups 6 through 18) 

Propo~ ed Midpoints r~opo~ed MidpoiDt~ 
Compe.red to Oil Compared to Total 

Community AVerage!!! Community AveraR ea 

- 1.2~ 0,0:< 

+ 1, 8:' + 1,5:' 

+ 8,1" - 4,5" 
. 

-6.'" - 4,"" 
+ ,.~ + ).l~ 

- 0,1" - 6,"" 

- 6,6~ -.,J" 
+ 7,3" + 5.9)( 

+12,CY.' + 8,Z' 

+ 7.rf. -a,'" 
+1),8" + 6,~ 

+12,'" + 7,'" 
+ 1.~ - O,I~ 

+ 4,8" + I,,", 
-

Proposed Midpoints 
Compared to 

Pre5en~ Midpoints 

_ 0,3% 

+ 1,2% 

+ 2,1" 

+ ).~ 

+ ',4" 
.. 6,~ 

+ 8."" 
, + 9,"" 

+11,1" 

+12,6" 

+14,2:' 

"'1l.8~ 

+ 9,"" 

+ 7,4~ 

-" 

'" -" 



Oil 
Prf'sent a Communi ty 

Salar:-' Mi dpoi. nts A,-e rages 
G!'U!!l1 l.6.-6 1.5. n 

18 Hi 510 16 848 

19 18 564 20976 

, 0 20 844 -

" 2) -IJ6 2) 010 

22 26 )40 30 675 

n 29 616 30 378 

24 3) 264 32 946 

--

Pres C! nt ~lidpoints 
Compared to Oi l 

Community AveraRes 

- 2,~ 

-1l.5~ 

-

+ l.~ 

- 14 , 1% 

- 2,5% 

+ 1 ,0% 

TABLE 11 continued 

COMPARI SON OP PRE.'it-..NT m nPO INTS 
PROPOSED ~liurOl ~:'rs , a rL cmr-ruxITY 

AVERAGES A."-'D TOTAL CO~OOj~lTY AVERAGES 
~lI'UAL BASE SALARY - POREI Gfo; CURUENC Y 

Tot a.l Present Midpoints 
Communi ty Compared to Total Proposed b 

" " (lraae! Com:nun i ty Ave r nRes Mi dpoints 

18 Oi2 - 8,6" 18 060 

20 880 - 11 ,1% 20 280 

23 892 - 12 ,8% 22 800 

24 468 - 4,2" 25 560 

29 728 -11,4% 28 740 

30 864 - 4 ,0" 32 280 

36 192 - 8,1% 36 180 

AVERAGB DlVIATION 
SALARY GROUPS 18 THROUGH 24 

aGroup-to-group progr essi on rate 12 , 4% (Groups 16 through 24) 

bGroup~to-group progression rate 12,3% (Groups 18 through 24) 

P roposed Midpoints 
Compared to Oil 

Communit AVf'ra e9 

+ 7. 'Zf. 

- J, )~ 

-

+11, 1% 

- 6,l~ 

+ 6 , 3% 

+ 9 , 8% 

+ 4 , 1% 

Proposed Midpoint:; 
Co~pared to Total 

COl!llluni t Av('rn eli 

- O , l~ 

- 2 , 9% 

- 4 ,6% 

+ 4,5% 

- l,ll' 

+ 4 ,6% 

0 ,0% 

+ 0 , 3" 

Proposed Midpoints 
Compared to 

Presen t Mid aints 

+ 9 . 4% 

... 9,~ 

... 9 . ,4% 

+ 9 ,1% 

+ 9,1% 

+ 9 , 0~ 

+ 8 , 8% 

+ 9 , 1% 

--" 
N 
N 
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Thus, in order for Mobil Oil to remain as 

competitive as possible with regard to the labour 

market, it is necessary to recommend an adjustment 

to the existing wage and salary structure based on 

the above analysis of survey data. 

Fringe-Benefit Analysis.-- Information 

obtained from the General Information Questionnaires 

has been summarised in the form of a schedule to 

facilitate easy comparison and quick reference. In 

this schedule alphabetical codes have been used to 

denote different organisations. Such codes are 

utilised in order to maintain confidentiality. 

The summary of the data obtained is presented below: 

A. General. 

1. Type of Operation. 

Fifteen of the sixteen organisations 

which participated operate in the Manufacturing and/or 

Marketing fields. 

and Finance. 

One company is engaged in Mining 

2. Size of Company. 

In terms of 1977, one organisation quoted 

a Sales Value in excess of RI000 million. Four 

organisations quoted in excess of R400 million, two 

organisations quoted in excess of R200 million, and 

six organisations quoted between R50 - R150 million. 

Three organisations failed to disclose sales figures. 

3. Number of Employees. 

All participating organisations have a 

total of over 1000 employees, and all but one have 

under 12 000 employees . The following table has 

been drawn up, based on the quoted figures. 
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TABLE 12 

SUMMARY OF NUMBER OF EMPLOYEES 
PER PARTICIPATING ORGANISATION 

NUMBER OF EMPLOYEES NUMBER OF ORGANI SATIONS 

1000 2000 3 

2000 4000 6 

4000 8000 4 

over 8000 3 

Arithmetic Averagea = 7029 

Median = 2738 

a The arithmetic average has been influenced by 

one company which quoted a figure of 50 000 employees . 

B. Salary Practices. 

Fifteen of the sixteen participating organi-

sat ions have established salary ranges. Nine 

organisations last updated their ranges in the second 
+ half of 1977 by - 9% on average . These organisations 

anticipate a further adjustment in the second half of 

1978, depending on economic conditions. 

tions last updated their salary ranges 

half of 1978 by ± 9% on average. 

Six organisa­

in the first 

C. Remaining Salary Practices and Major Benefit 

Plans. 

The remaining section of the questionnaire 

has been drawn up in schedule form, and is illustrated 

in TABLE 13. 



1. Dr"1 ~'our Con:J! il o." ha,'to 
"~ ~l\ 1'1 i~b,,<.l Sul,II',\' Ranllrs~ 

i)c. ," ou haq~ a policy cover­
i ll~ .tIz(' anJ fn·queon<.','· of 
::I('n l i ! "';'('u te~~ ).1"" 

in(' r .... ~ .. s bll;u'y on an 
Il i'!.ra i-al rat ing Dr any torm 
01 li -!' 01" ngt' progression . 

A 

Yf'S 

r" 
In('re8S@S ar e based on: 
(a)Pl'ffurl!lllnee mting: 
(u)Po~ itioo in ~~lary 

range ; 
(dTi m¥ si nef' la s t 

ioc reast'. 

l. 0... \011 I!l"ant annual i ncrea ses! %lcrea s es are spread 
on 11 fIxed I'e\·iel.' do.te o r doithrougiiout the yeo.r . 
~' O\l s prl'ad tb er:1 throughout 
t hI' ,\' f'ar? 

4. Are !:It'dt increllseS combined 
",i th flny other t.vpe of 
inert.ae e. i . el."ooom ic o r 
co ,t-of- l i"ing inc reases ? 

50 !nJ i('81(, an," othe r typ!!'s of 
inc r eas e s based on economic 
in'H eators , cost- of'-living, 
(,'I." • 

6 . !I.Do ~'OU operate a bonus 
fll8n ~ 

!,.lr~J('; lI.t" thp t,'-P!' of 
b'lIlUS plan . 

l· .l~ ttl(' bonus Va.,"able to 
all !!':':: l'i o,n·(' .1 or does it 
d"'ffer by ('Blegor:. ot 
'!' - ployet's? 

d.IIl,JH"t .. th" fo r~ula for 
bnnu~ . 

~.l ~ \h .. l.o'mu~ l)ensi ona ble'! 

Only meri~ incren~es 
are granted . "Economic" 
increas es arc indirectly 
take n care of by annual 
revision of salary range~ 

NfA 

No 

TAB LE 13 

:iAl.AR'i I'HACTICE A.\:IJ :-\.\,J()R B£'\l::nT.s PLAN::; 

R < o E 

Yl'S Y" Yes Yo. 

Yes 'ies y" y" 
~Ierit in (' r,'a ,~ ps ar~ ba s .. dl~erit increases arp bl1scd lM~rit increases are basedlXe r it increas es are bll, l'I l'd 
on perf"o rnlance . 

; 

Annual increases on a 
f ixed review date. 

Combined merit and 
economic. 

'Sf A 

r .. 
Christmu . 

All employees . 

One month's salary . 

I" 

on pllrtormllnclI, 

Annual increases on a 
fix ed review date . 

COL irierenl'les aI" taken 
into account but not a s 
a ee parste entity. 

NfA 

y .. 

011 l,el'!"orlnance . 

Annua l increases o n a 
fixed revi~w date. 

One all-erobracing 
increase is given. 

NfA 

r .. 
Christmas bonus) Profit lLeave . 
bonus payable in June if 
target earn ing' per share 
are exeeeded. 

All staff except senior 11..11 employees . 
exeClltives. 

50~ of one month 's salary'15~ of one month's 
Profit bonus bued on sa lary . 
meri t . 

N. No 

un purfonnanc tl . 

Annual increases 00 a 
fixed review date. 

N. 

NfA 

roo 
TwiCe a year (JUDe and 
Decelllber) . 

All elllployees. 

Halt a mooth's sala r y 
on each occasion . 

N. 

, 

I •• 

r .. 
Merit increaseS are giVen 
... nnUII, J ly . basel1. 1m 
pe rforn.a.nce. 

Annual inc reases on a 
fixed reviev date. 

Combined merit and COL 
increases. 

NfA 

y" 

Chrietmas. 

All employees. 

One iIIonth' s salary. 

Yes 

L-______________ -L __________ ~L_ __________ _L __________ ~~----------~------------~------------~ 

> 

-' 

'" U1 



I 
I 

1. Does your Company bllve 
es tablished Salary RaIlge,,? 

2', Do yeu have II. poI'icy cover­
ing s ize and frequency of 
~er it increa$es? Are 
increases based 00 an 
appraisal rating or any form 
of time or age progression. 

). Do you grant annual incre&!e 
on a fixed re~iew date or do 
you spread them throughout 
the year? 

4. Are oerit increases combined 
with any other type of 
in~rease e.g. economic or 
cost-of-living increas es? 

5 . Indicate any other tyyos of 
increases based on economic 
indicat.ors, cost-of-liTing, 
etc. 

6. a . Do you operate a bonus 
plan? 

G 

I" 

Yo, 
Frequency and size of 
merit increases based on 
performance. 

Frequency of increases 
1S determined according 
to appraisal rating and 
is tied to employee'S 
anniversary date. 

No 

NfA 

I .. 

b . lndicate the type of bonus!Christmas . 
plan . 

c.ls the bo~u s payable to IAII elllployees. 
all eoployees or does it 
differ by category of 
employees? 

d.lndicate the formula for lone month's salary . 
bonus . 

e.Is the- bonus penaionabl e? I No 

TABLE 13 continued 

SALARY FRACTICE .AND MAJOR BENE..·'lTS 1' :""\..'<:;) 

H 

No 

y" 
Merit increases based on 
perforIOlaD!:e. 

J 

I" I" 

In I' Iu 
Merit increases are based Appraisal of merit. 
on performanee. 

Annual increasea on fixe~ Annual increases on fixedlAnnual increases 00 II. 

review dates . ,I review dates. fixed review date. 

Combined ~erit and COL 
increases . 

NfA 

I .. 

ChristlJ)lls . 

All employees. 

10" of annual salary. 

In 

No 

Economic Adjustments 
based on market and 
economic conditions . May 
be given 00 a fixed 
percentage basis. 

I" 

Christlllu. 

All employees. 

One month ' s s alary . 

I .. 

No 

E~ono~i~ Adjustments 
based on market and 
economic conditions. Hay 
be given on a fixed 
percentage basis . 

In 

Christmas. 

All employees. 

One month's salary. 

y" 

K 

Y •• 

I" 
Frequency and s ize of 
merit iocrealles are based 
on performanc e and his 
position in the range. 
Inc r elLse, vary between 5-
15% after 12-18 months. 

Incre~ses are spread 
throughout the year. 

No 

General increases are 
granted from time to time 
based on market rates end 
C.O.L. 

I .. 

Year-end bonus . 

All employees. 

L 

y" 

Yo. 
Med t increasel! are base!!. 
on per!o:nnance. 

A~ual increases on fixed 
revie .... dates. 

• 
No 

General ino reases are 
granted from time to time 
based on market rates and 
C.O.L. 

In 

Christmas. 

All employees. 

Se rvice % Annual SalarylOne month's salary. 
Less tban 1 yr . 4" 
1 to less than 5 yrs. &." 
5 to less tban 10 yrs. 1% 
10 or more years 8~ 

No lei! 

~ 

~ 

-> 
[\J 

(J'I 



r 
11. Does ~'our Company have 

e$tablished Sa la ry Ranges? i , 
11 . Do ~·ou have a policy co\·er-
I ing ~iz e and f requt'llcy of 

merit increas es? Are 
increa s es based on an 
a pprais a l rating or any form 
of time or age progression. 

, 

i 

J. Do you grant annual increases 
on 8 fi xed re,'le\,' date or do 
y ou spre ad them throughou t 
the ye a r? 

4. Art' merit ~nc :reases combi ned 
v it h any other type o f 
increase e,g. economic or 
cost-of-living inc reases? 

5. IndicatE! any oth.er types o f 
increas es based on economic 
indicators, cost··of-living, 
etc. 

6. a .Do you operate a bonu s 
plan? 

b.lndicate the type of 
bo nus plan. 

c.h the bonus payable to 
all employees or do es it 
dt f fe r by category of 
t'!:'.ployet'~? 

d.Indicate the formula for 
bonus . 

e. h the bonu s pell.'Jiollllble? 

TAB LE 13 co ntinued 

SA!..A.RY PRACTICE A..\'D MAJOR BENEl-'ITS 1'I..,\,"5 

M 
-~ N T-~- '-- ~--... ---.~-----;- T Habil 

, 
Ie. 

y" 
Frequency and si 1e of 
med t increases are base 
on performance a nd bis 
position in the range. 
Belo~ midpoint : 3-11% 
After 12-18mths. Above 
midpoint: 4-~ after 
15-24 months. 

Increases are spread 
througbout the year . 

No 

I" 

I" 
Merit inc r ea s es are base 
on performance. 

Annual inc ree..lIe ll on 
fixed rev iew date. 

Yes, .... ith COL and/or 
market presllu re. 

Gene ral Adjustments t o C.O.L. increases are 
a l l staff are normally g iven .... hen ne cessary . 
awarded as a re!!lll t of 
market movement of 
!!alarie!! in exces!! of 5% 

Yes Ie!! 

Christroa!!. I Chri!!tma!!. 

All employee .... All employees. 

One mOnth's salary. One month ' .'J salary. 

I" y" 

I" I" 

I .. I" 
Merit increas es are bo..'Jedl Merit increases are bas e 
on performance. on performance. 

Annual increas es on 
fixed review date. 

No 

Annual increases on 
fixed review da te. 

Yes. when COL increase!! 
are considered neces!!ary •. 

"Aero!!!! the Soard" Nf l. 
adju .. ~tments are avarded 
from time to time. The 
adjustment i s based on 
ec onomic i ndicators . 

Ie!! Iell 

Cbrilltme.s. ! Profit sharing honus. 

Al l employees . 

One month's sabry. 

y .. 

All elllployees . 

Minimum of one month's 
salary provided a 
di vidend is paid to 
shareholde n . 

No 

I 

I" 

r" 
Frequency and size or 
merit increases are based 
on employee ' s pe rformanc e . 
Be l ow midpoint : 5-12% 
after l2-24months. Above 
midpoint: 5-8% after 
15-24 months. 

No. All salariell r evieved 
Sept./Oet. e,,"ch year, but 
increa!! es lIpread through­
ou t the year . 

No 

General ad justments to a1 
IItaff are avarded as a 
result of market ~ve­
ment of lIalaries. 

I .. 

Chris tmas. 

All employeu , except 
Top Management. 

One month's !!slary. 

I" 

n 

-" 

'" -..l 



TABLE 13 continued 

SAL.·\IU: l'R;.CTICE AND MA.JO!l 1':1:.."118 .. '115 :;>I..A.~S 

~ ____________________ ~~ ________ A ________ ~ _________ B ________ ~ ________ ~C ________ ~--------~D----____ ~--------~B~'--------~------~F------ I 
1 . a.Do es your Corr:flany lea Ie.! Ye s No No Yes 

gu aran t ee housing To a ll employees with one To al l employees ~i th min Arter ) yeafs s ervice. 
depo.SlU? year ' s service. Co . of J yn . lIe rvicE'. Co . Co . guauntees up to 20% 

b.!>oes your Company 
pro\'ide fr.lp!oyees 
... j lh housing l oans ? 

8 . Do ;ycu assis t. empl. to 
purcha:H', lease , etc. a 
cal" for pur r'lses othe r than 
job requi. r ements? 

gu aran tees up to 171%. guarantees up to 20% of Bnd repayments may not 
Hepay~eDts may not. exc eed value of hous e. Rcpay- exceed 25~ of month ly 
)0; of monthly s a lary . !'lCntll mlLy n'!~ e xceed 25% stda r y . Ir.t. ens t charged 
Interest charged = Build- of !:Iont.hIy 118hry . Int. &ilding Society rates . 
ing Society rates plus l~ charged s Buildi ng Societ,)' 
for alllount i1Ja ranteed. raLc$ l eslI 2" lI ubsidy for 

No 

It~ 
Co. guarll.:Jt.eell t~r'lugh 

bank up to R)410 and at 
normal overdraft ratell 
repayable over) yra . 
Employe e mu s t take out 
insura nce . 

balant e ou La tanding . 

No 

No 

Loans for Senio r 
!!:xecutive s up t.o one yrs. 
lIalary or 85;~ of vlI.lue of 
!:I OU SI! (the lowp.r) . Int . 
charged ~ 5~ below going 
rate . Loans t o Non-Vbite 
employees up too a max . of 
R4 000, repayable a t 5% 
over 20 years. 

I .. 
An aSlIillt(td car purchas e 
~ cbeml! ent itles certain 
categories of ampl . 
(Mi ddle and Jnr . lingmnt . ) 
to purchase vehicles up t 
R4500 r epayab le over 5 
yrs. 

No 

I" 
Por seleeted KiddIe Mngt . 
posi t ionll, Co . lees es ear 
'l nd pa)5 allO" J.nce tovardll 
rWIning eosts . 

Draft proposal being 
consider ~d for 10" 
interest l oans to aSS! lI t 
tbe employee vith the 
depos it on a house . 

I. , 
E~ployee8 from eertain 
category upwards receive 
cars. Employee paYli 
R30 per mont.h lease . 

Co. guarantees up to 20~ 
ot value of hou se . . Repay­
mentll may not exceed 30~ 
of r.lont.hly salary . In t. . 
charged = Building Soci e ty 
rates • 

lnterell t free 10aUlI t o 
all stAff r epayable over 
) years tor bond and trall 
fe r costs . Co.a l ~o ass ist 

I 
by lending the employee 
i ntere ~ t free , the ditf . 

t bet>leen bo nd repayr.:€':t ts 
a nd 25~ of mon thl y salary . 
Blacks a re provi ded >lith 
int. fr ee loans to obtain 
housl! in homelll.nds or for 
improvem~nt to re:'l t.ed 
hOlUes in Urban an·all. 

I .. 
Co=pany cars to employees 
from first level b~ l o ", 

Auillt . J>!aoager u p-..oards. 

-' 

'" CD 



7. a. Doell your Company 
guarantee housing 
depo gi t.9? 

b , Does your Co~any 
pr ovide empl oyees 
with housing lo~ns ? 

I 8 . Do you assist e~pl . to 
purchase , lease, et.c . a 
CIlT t or purposes othe r 
ttan job requirements? ! 

G 

Yn 
Co, guarantees through 
Bu ilding Society at 
nor~~l interes t rates. 

No 

No 

TAB LE 13 continued 

s.\.I. ... IJ~y l'fU..:l'!:;::; .\J\u HAJOR B~""EFITS pu...\"S 

H 

No 

To all sta tr .. 9Or; of 
v&luatioD to IU.X . of 
R)5 000 depending on 
salary at an interes t 
rate ot 5" .. 

r •• 
To all employees af te r 
2 years sen·ice . Co. 
gua rant e>e!l up to 25% of 
value of house. Repay­
:!lent.a not to exc eed 2~ 
of ~onthly salary . 

J 

I" 
To all mar r ied male staff 
after 2 yrs . service. Co. 
gua r&n tet!s up to 2510 of 
valuation . Repayl~ents no 
to exceed 25~ of ~onthly 
"alary, except vhere 
i nt e rest free loans are 
pr ovided. 

Inte r est freo l~ans to Int erest fr ee loans to 
11.11 sta!f to cover th O! staff to cove r the diff. 
diffe rence betvee n mthl y. between monthly repay­
repay~ :ents and 20% or 25""' /Tents a nd 20% or 25~ of 
of monthly s~lary . Loans ~onthly salary . Loans 
decrea se a s s alaries dl!cre ~sl! a s salar i es 
inc rease and employee i ncrease and empl oyee 
starts r epaying vhen 2~ sta rts r epaying when 2~ 
or 25% of s alary equals or 25% of s alary equals 
bond repayments . lnt.free bond rC7&ymen t.s . I nt . 
loans to Non-Vhitcs up to fr ce loan" to Non-Vbite. 
R600, repayable ove r 5 up to R6GO, r epayabl e 
yrs . tor deposi t OD bouse over 5 years fo r deposit 
or to make improvement.. on hous e or to make 

improvements . 

Ie!! Yes Yn 
To Top, Middle and Junior To Senior ... . ployet's . Co, 
Mngt. Employee receives :::runLs a nOll-p ensionable 
1l 1101.'ance to pay for allo .. -ancc equal t.o r ep.y-
runn ing costs . ments on Cil r OYer 42 

mo nt bs . Employee arrange'; 
loaD with Bank . AII o,,_ 
anee t.axa~le . Employee 
pays tor running costs. 

To Se nior employees . Co . 
grants non_pensionable 
sllovance equal to repay­
ments on car over 42 
months. Emp l oyee 
arranges loan. A ll o~anc e 

tl\xabl~. Employee pays 
f or rucninS costs . Max. 
value = P.4 500 . 

K 

No 

Interest tree loan up to 
R300 to empl~yees who own 
or rent or wish to own 
or rent a municipal or 
government house to 
purchase or tor i~prove­
~ents . ~payments at 
R5 . 00 per we ek. 

Y .. 
Di r ecto r s and Snr. ~~gcnt. 
quality tor 2 Co. cars . 
Other employe es above a 
certain group may lease 
I Co . car. The lease 
charges i nclude all extrasi 
except petrol and oil . 

L 

Yes 
Co. provides collateral 
glJa r&ntee for el:lployees 
after 2-5 years service 
a max. of 15% of valuatio 
and afte r 5 years se r vice 
a ~x . of 25~ of va l uatio 

No 

Yn 
Company cars t o Snr. ~~;_ 
n:ent. Assi3ted ca. r sc heme 
to Midd le Mngmnt. Empl. 
pays Rl5 per month p lus 
petrol costs . 

N 

" 

--" 
N 
UJ 



7. a. Does your Company 
guar&ntel! bou=ing 
deposits? 

b . Does your Coop_oy 
provide employe!!s 
with housing loans? 

8 . Do you assist empl. to 
purchase, lease, .tc . 8. 

ear for purp~sel other 
than job require~ents ? 

M 

Y .. 
Co. provides guar&nt3e to 
employees aft('r 1- 5 yrs . 
se r vice up to 20~ of 
y&luotion. Repayments not 
to exceed 25~ of salary. 
Building Socie ty rates 
applicable. 

In 
Interest free loan to 
certain category ot staft 
to caver the ditterence 
bet.veen Clont.hly repayments, 
and 25~ of salary. Monthl 
loan not to exceed 16% 
of monthly sa lary . Loans 
to Non- White staf: up to 
maximum of R600 at 5% 
interest, repayable over 
5 yeo.rs . 

Y., 
Co. cars are provi ded t o 
Departmental Managers. 

TABLE 13 continued 

SALA.RX PRACTICE A..'ID MAJOR BDlEFlTS PLANS 

N 

I .. 
Co. provides guarani9!: 
to employees after 5 yrs 
s ervice up to a max. of 
25~ of valuation. Repay­
ments not to exceed 25~ 
of monthly ~a lary. 
"Building Society rates 
applicable • 

No 

Yn 
Co. cars only to S.nior 
Management. 

o 

Yo, 
Co . provides guarantee 
ofter 2 yrs. service of 
up to 25% of valuation. 
Repo.)"lIIents not to exceed 
25~ of monthly salary , 
except where interest 
f r ee loans are provided. 

Yn 
Interest tree loans to 
employees to cover the 
difference hetween mthly 
repaymenh '''-00 25% of 
mthly . salary. Loans 
decrease as s alaries 
increase and employee 
starts repaying when 25~ 
of sa lary cquals bond 
repayments. 

I" 
To senior e~ploye es . Co . 
grants non-pen8ionable 
allowance equal to repay 
ments on car over 36 
mths. Employee pays 
extra tax and running 
costs of car. 

p 

Yn 
Co . provides collater~l 
... ·curi ty to meet Build­
ing Society deposit 
requirell".enh. 

No 

No 

MOBIL 

In 
Co. provides guarantee to 
employees vith at least 
3 yrs. s~rvice, of up to 
25% of valuation . Honthly 
repayments limited to 3~ 
of monthly sa lary . Int. 
at normal Building 
Society rates. 

I .. 
Loans to Non-Yhi tes ot up 
to R600 at 5)< interut , 
and repayable over 5 yrs. 
Purpose of loan to assist 
employees vith buying or 
improving an existing 
nouae or building a new 

.one. 

Yn 
to senior employe.s . Co. 
grants non-pensionable 
allowance equal to repay­
ments on car over 54 mtbs 
Employee arranges l oan . 
&.!ployee pays extra tax 
and running costs of car. 
Max. value = R5 285. 

... 
'" o 

N 

Q 
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II. Summary of Recommendations. 

In order to ensure that Mobil Oi l Southern Africa 

(Pty.) Ltd., and Mobil Refining Company Southern 

Africa (Pty.) Ltd., continue to pay compensation 

which is regarded as being competitive in the 

Community Labour Harket, it is recommended that: 

1. The Recommended 

Groups one to twenty-four 

The required adjustments 

Salary Structure for Salary 

(TABLE 7)8 be adopted. 

to individual Salary Group 

Hidpoints is revealed in the Comparison of Recommended 

Salary Structure to Present Salary Structure (TABLE 8).9 

2. Positions deleted on the Tabulation of 

Adjusted Total Compensation Midpoint Data Worksheets 

(TABLE 6 ) be re-evaluated according to the Peromnes 

Job Evaluation System. 

~supra , p. 116 
Supra, p. 117 



CHAPTER VII 

EVALUATION OF THE MIDPOINT SYSTEM 

THE PEROMNES SALARY SURVEY 

Although number and methods of salary survey 

undertakings vary from organisation to organisation, 

certain organisations operate nationally accepted 

systems on an annual basis, and offer their services 

to any organisation which may be int erested. 

Organisations such as Peromnes Salary Surveys 

(Pty.) Ltd., and Urwick-UAL have developed salary 

survey systems on the basis of national and inter­

national research. Such systems are utilised to 

analyse data received from participating organisations 

on an annual basis. Although these systems as such 

are unavailable to client organisations, upon completion 

of raw data analysis, such analysis and interpretation 

thereof is handed to clients for consideration . 

A large number of organisations rely solely on 

these analyses for annual adjustments to wage and 

salary structures, and such survey organisations are 

regarded as being highly reliable in analysis of data 

on a national basis. 

Although Mobil Oil participate in the annual 

Peromnes compensation survey, the comprehensive four­

yearly compensation survey is regarded as an absolutely 

necessary undertaking such that particular organisations 

of importance to the Oil Company Community may be 

surveyed . Adjustments to the Mobil Oil wage and 

salary structure are then based entirely on the results 

of such comprehensive survey. 

However, the Peromnes statistics may be regarded 

132 
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as an important basis for comparison with statistics 

obtained by Mobil Oil. In short then, the Peromnes 

survey provides the most reliable basis for testing 

reliability and validity of the Midpoint System 

utilised by Mobil Oil for the following reasons: 

1. Peromnes provides an internationally and 

nationally accepted compensation survey system. 

2. The analysis and interpretation of data 

is comprehensive and reliable in terms of industry 

and positions surveyed by Mobil Oil. Survey results 

are provided regionally as well as nationally. 

3. The Peromnes annual survey provides raw, 

as well as analysed data, such that this data may be 

analysed in terms of other survey systems for comparison 

purposes. 

4. Mobil Oil utilised the Peromnes Job Evaluation 

System for all internal position evaluations. In other 

words, the Mobil Oil organisational hierarchy of jobs 

is based on Peromnes Job Evaluation factors. This 

provides an extremely reliable basis for survey 

posit ion comparisons and weightings. 

Utilising its own methods, the Peromnes Organisation 

has established its own wage and salary structure. 

Basically, the Peromnes structure, consisting o f 

eighteen salary range groups, forms a hierarchy depend­

ing on the number of points alloted to positions 

evaluated by the system. Most highly evaluated 

positions fall into salary group one, while lowest 

evaluated positions fall into salary group eighteen. 

In order to provide a basis of comparison between 

the final Community Trend Lines obtained from the 

Mobil Oil survey and the Peromnes survey, the Peromnes 

salary group structure had to be standardised according 

to the Mob il Oil salary group structure. In other 

words, the Peromnes eighteen group structure had to 

be readjusted according to the Mobil twenty-four group 

structure, ensuring that each re-adjusted group was 

comparable with its Mobil partner. 

This adjustment was completed in consultation with 
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the Peromnes management concerned. The comparisons 

were partly based on salary midpoints at a given time, 

and on positions within each salary group, which were 

analysed in order to establish the level of comparison. 

Peromnes has an established hypothetical 

organisational structure of positions, with a hierarchy 

of positions based on the Peromnes method of job 

evaluation. Accordingly, a hypothetical wage and 

salary structure has been established based on the 

point-score evaluations as applicable to relevant job 

descriptions of such positions. Utilising these 

job descriptions and the Peromnes method of job 

evaluation, position comparability was established 

with Mobil Oil key positions such that comparable 

point-score evaluations could be established for 

similar positions. In this way, standardisation 

of Peromnes salary groupings in terms of the Mobil 

Oil wage and salary structure was achieved. 

The final structure of Mobil salary groups and 

their comparable Peromnes equivalent is revealed in 

TABLE 14. 
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TABLE 14 

ADJUSTED PEROMNES SALARY GROUP STRUCTURE 

MOBIL OIL PEROMNES 
SALARY GROUP SALARY GROUP 

1 18 

2 17 

3 16 

4 15 

5 14 

6 13 

7 12 

8 11 

9 11/10 

10 10 

11 9 

12 9/8 

13 8 

14 8/7 

15 7/6 

16 6 

17 6/5 

18 5/4 

19 4/3 

20 3/2 

21 2/1 

22 1 

23 1+ 

24 1++ 

The above table was utilised to adjust the 

Community Average Midpoints as supplied by the Peromnes 

1977/78 survey.1 The adjustment of these midpoints 

is illustrated in TABLE 15. 

1Peromnes Compensation Survey April 1977 to April 1978 
report to Mobil Oil, April, 1978. (unpublished material 

only available to organisations participating in 
Peromnes Surveys). 



TABLE 15 

ADJUSTMENT OF PEROMNES COMMUNITY AVERAGE MIDPOINTS 

PEROMNES PEROMNES MOBIL OIL ADJUSTED PEROMNES 
SALARY GROUP COMMUNITY AVERAGE SALARY GROUP COMMUNITY AVERAGE 

MIDPOINT (RAND) !lIDPOINT (RAND) a 

1 2610 24 -
2 2364 23 -
3 1926 22 2610 
4 1650 21 2488 
5 1450 20 2145 
6 12 30 19 1788 
7 1 011 18 1550 
8 885 17 1340 
9 775 16 1230 

10 695 15 1120 
11 610 14 948 
12 495 13 885 
13 440 12 830 
14 370 11 775 
15 340 10 695 
16 250 9 653 
17 208 8 610 
18b 174 7 495 

6 440 
5 370 
4 340 
3 250 
2 208 
1 174 

-- - -

aThese midpoints were calculated on the same basis of calculation utilised in the Mid­
Eoint System Survey, i.e., base salary plus annual bonus, based on the midpoint concept. 

The Peromnes Structure is based on eighteen salary groups; the standardisation to the 
Mobil Oil twenty-four group structure only allows adequate comparison of twenty-two 
groups. Therefore, no Adjusted Peromnes Community Average MidpoXts could be established 
f0F Mobil Groups twenty-three and twenty-four. 

.... 
w 
m 



TABLE 16 

AVERAGE VARIANCE OF MIDPOINT SYSTEM TREND LINE VALUES FROM PEROMNES 
SYSTEM TREND LINE VALUES 

SALARY GROUP MIDPOINT SYSTEM PEROMNES SYSTEM PEROMNES VARIANCE: 
(MOBIL AND STAN- TREND LINE VALUES TREND LINE VALUES MIDPOINT SYSTEM FROM 
DARDISED PEROMNES) (RAND) a (RAND)b PEROMNES SYSTEM 

(1 ) (2 ) ( 3) (4) 

1 174 174 0.0 
2 213 208 2,4 
3 260 250 4 ,0 
4 318 298 6,7 
5 389 357 9,0 
6 475 427 11,2 
7 523 510 2,5 
8 576 610 -5,6 
9 634 666 -4, 8 

10 698 727 -4,0 
11 769 793 3,0 
12 946 865 -2, 2 
13 932 945 -1,4 
14 1026 1031 -0,5 
15 11 29 1125 0,4 
16 1244 1228 1 ,3 
17 1369 1340 2,2 
18 1507 1531 -1,6 
19 1692 1750 3,3 
20 1900 1999 -5,0 
21 2133 2284 -6,6 
22 2395 2610 -8,2 

Average Variance = +0,28 

aGroup-to-group progression rates = Groups 1 to 6 1,2225 
Groups 6 to 18 1,101 
Groups 18 to 24 1,1227 

bGroup-to-group progression rates = Groups 1 to 8 1,1953 
Groups 8 to 18 1,0914 
Groups 18 t o 22 1.1 426 

.... 
w 
(Xl 
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of groups, is on average, 1,1% lower 

the same range of groups as provided 

System. 

than rates for 

by the Peromnes 

3. 

section 

For those positions ranked in the upper 

of the position hierarchy (Mobil Oil Salary 

Groups eighteen to twenty-four, and Peromnes Salary 

Groups four to one), as represented by Salary Groups 

eighteen to twenty-two in column (1) of TABLE 15, 

the Midpoint System progression rate is 1,99% lower 

than that provided by the Peromnes System. Rates 

provided by the Midpoint System for this range of 

groups is, on average 3,6% lower than those provided 

for the same range by the Peromnes System. 

The overall comparison of the Mobil Oil Community 

Trend Line and the Peromnes Community Trend Line may 

be best illustrated graphically, as revealed in 

FIGURE 6. In conjunction with the above sectional 

analysis, the graph clearly reveals that the Midpoint 

System data analysis assumes that the national 

labour community pay higher rates with greater 

progression rates (i.e. greater pay increases more 

often) at the lower levels of the salary structure 

(i.e. the lowest jobs in the position hierarchy), as 

compared with the Peromnes structure (i.e. top manage­

ment levels) the Peromnes analysis assumes higher 

rates with higher progression rates than the Midpoint 

analysis, while there is no significant difference 

between rates and progression rates for supervisory 

to upper management positions .. 

CONCLUDING REMARKS 

In order to evaluate the Midpoint System, assessments 

have to be made not only of the statistical results 

obtained through practical utilisation, but also of the 

success of the system in effectively achieving its 

goal by utilising basic concepts, that is, in achieving 

objective data analysis by obtaining job comparability. 
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Thus concluding remarks may be made in terms of: 

1. Results of the comprehensive survey. 

2. The effectiveness of the system in terms 

of the utilisation of (a) the midpoint concept, 

(b) the key position concept, and (c) the job 

evaluation concept. 

In terms of results obtained from the comprehensive 

survey undertaken, it may be stated that the Midpoint 

System analysis compared favourably with the Peromnes 

System analysis in that, overall, there is no signifi­

cant degree of variance between the final salary 

structures of the two systems. Thus, in terms of 

the Peromnes analysis of the national community rates, 

the Midpoint System provides a method which may 

adequately survey a particular labour market community 

or industry, such that a competitive adjustment may 

be made to an organisation's wage and salary structure . 

However, this evaluative statement is made bearing 

in mind that the Peromnes System has been chosen as 

that system which is most likely to reflect the goals 

to be achieved by one organisation in particular, 

namely, Mobil Oil. Although the Midpoint System is 

intended as a guide for use by any organisation within 

any labo ur market or industry, to evaluate such system 

in terms of every such market or industry would prove 

to be a monumental task. On a national basis, however, 

the Peromnes System undoubtedly provides an adequate 

yardstick for comparison , against which the Midpoint 

System has been favourabl y assessed. 

A further disadvantage in terms of comparability 

is the fact that it is difficult to assume the 

reliability and validity of anyone system i n terms of 

another inasmuch that each system has its own weaknesses 

in terms of obtaining objective information. In short 

then, there is no system which may be regarded as a 

perfect method of obtaining job comparability, and 

against which other systems may be effectively evaluated. 

As stated then, the Midpoint System results may be 
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regarded as comparable in terms of the Peromnes 

System results; however, it is extremely difficult 

to provide an objective evaluation on the basis of 

these analyses alone, without an adequate comparison 

of techniques utilised by both systems. Although 

this is impossible, as the Peromnes organisation 

does not publish its compensation survey analysis 

techniques, evaluation of the Midpoint System tech­

niques may be made in terms of success of objective 

information gathering and analysis. 

1. We have emphasised throughout the discussion 

of the compensation survey the importance of a reliable 

job evaluation system as a most useful means of 

obtaining objective information and the Midpoint System 

relies heavily on such a system for effective operation. 

Although there has been practical l y no research on 

the reliability of salary surveys, one study has pro­

vided some useful insight into the question of 

reliability by finding that generalised, ambiguous job 

descriptions led participating organisations to report 

widely diverse salary ranges for these jobs in contract 

to the "spread" of salaries reported 

clearly and specifically described. 2 
for jobs more 

As the job 

description forms a vital source of information for 

the job evaluation process, and establishment of position 

comparability, meticulous care was taken in drawing up 

reliable descriptions for the survey key positions. 

This proved fruitful in that out of a possible nine­

hundred-and-sixty position comparisons completed accord­

ing to the Midpoint System, the data of only two such 

comparisons was deleted due to inconsistency with other 

comparisons (see TABLE 6) . Furthermore , such in­

consistent data onl~ occurred in Salary Groups twenty­

two and twenty-three of the Mobil Oil salary structure, 

2 John B. Harker, Personnel Journal, XXXI, 131-134. 
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that is, at the executive level. As already discussed, 

positions at these levels are extremely difficult to 

describe and analyse in terms of the usual job content 

and job factors, and this may well be the cause for 

the two inconsistencies discovered in the data collected. 

2. When position comparability could not be 

obtained on the basis of the job descriptions above, 

the Peromnes method of job evaluation was utilised to 

determine a possibility of comparability. Once again, 

although it is difficult to evaluate the success of 

such a method in terms of absolute objectivity, a 

degree of evaluation may be revealed by the necessity 

to delete inconsistent data. The evaluation of 

individual position data (as completed on worksheets 

in Appendixes III and IV) according to such a technique 

results in Salary Group averages which proved to be 

consistent to the degree that it was not necessary to 

delete any data. Apart from this limited indication 

as to the successful use of the job evaluation concept, 

the overall effectiveness of the Midpoint System in 

achieving adequate results, in terms of the Peromnes 

yardstick, may be regarded as an indication of the 

successful application of this concept in that job 

evaluation formed the base of position comparability 

techniques. 

3. Evaluation of the key position concept and 

the midpoint concept cannot be made in terms of 

reliability or validity. Rather, as discussed these 

concepts are valid in terms of their logic. More 

specifically, the utilisation of the midpoint concept 

proved to be essential to the streamlining of in-

formation gathering. The reasoning behind such a 

fact is that for those organisations which had 

established salary group ranges, and which regarded the 

midpoint as being that rate which is representative 

of the competitiv e rate of pay for positions in that 

particular salary group, salary data was immediately 

available for all positions without the necessity of 

applying adjustment factors. 
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As a method of underlining the essentiality of the 

midpoint concept, a study was undertaken in conjunction 

with the gathering of survey information, such that a 

comparison between results obtained by utilising the 

midpoint concept, and results obtained by utilising 

actual earnings as such. To achieve this, actual 

pay rates for each position were gathered (earnings) 

as well as the midpoints concerned. These actual 

rates were not adjusted according to the hypothetical 

midpoint calculations,3 and community averages and a 

trend line were established on this basis. The 

resultant adjusted trend line curve revealed a 

structure which proved to be, on the average, 4,8% 

higher than that obtained by the Midpoint System. The 

cause of such a discrepancy is the fact that actual 

earnings vary greatly from employee to employee, 

depending on merit and service. Use of the midpoint 

effectively nullified the greatly varying position 

averages reflected by these actual rates. 

In terms of the concepts discussed then, we may 

state the Midpoint System proved to be adequate in the 

attainment of the organisational goals stipulated in 

the purpose of such a system. Actual statistical 

results compare favourably with those of the Peromnes 

organisation, and thus provided a basis for adjustment 

to base salary groups. Further, the external com-

petitiveness of the job evaluation programme may be 

gauged by the percentage of positions requiring re­

evaluation . 4 

However, research completed in order to establish 

and test the system discussed in this text has revealed 

that a great deal of further researoh into the appli­

cation and modification of survey techniques is 

required. More specifically, due to the fact that 

3As discussed 
420% of Mobil 
point survey. 
positions. 

in Chapter III, Section X. 
Oil key positions according to the Mid­

See TABLE 6 for deletion of such 
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no adequate gauges exists against which the many 

techniques may be tested, especially in the South 

African context , much work remains to be done with 

regard to reliability and validity of the various 

techniques and concepts. 

Although, as already discussed, there has been 

considerable research on reliability of the job 

evaluation and descriptions, t here has been practically 

no research on the reliability of salary surveys as 

such, or on these techniques in terms of their useful­

ness to the salary survey. 

Further, the validity of such systems may be 

judged by the extent to which they contribute to the 

attainment of the goals of the organisation through 

the survey system as such, and this contribution is 

very difficulty to measure since a large number of 

variables would need to be held constant in order to 

measure the effect of anyone variable, such as job 

evaluation. 

However, if we assume that these concepts are valid 

in terms of logical examination of underlying assumptions, 

several revealing questions need to be asked and re­

searched: In terms of the compensation survey's basic 

necessities, is the job description an accurate 

reflection of the actual job being performed? Are the 

specifications t hose really required by the job? Are 

the factors used in job evaluation related to value 

produced? What wage levels are necessary to retain 

employees and keep defensive behaviour at a minimum? 

In short, research on the probable contribution of 

particular devices or systems to the success of the 

overall compensation survey system should provide use-

ful insight into validity and reliability of such systems, 

although these surveys do provide a kind of validity 

in themselves in that they provide an index of what 

wage levels are necessary to recru'i.t: and retain needed 

talent, and what wage levels would be higher than 

necessary would lead to unnecessary costs. 
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Finally, much work may be done in the field of 

establishing a completely objective information gather­

ing system, which would effectively eliminate the dis-

advantages of present systems . Such research may 

examine the concept of comparing individual key 

positions. However, as the existing compensation 

survey methods, techniques and devices provide the 

organisation with a tool to aid in establishing wage 

and salary levels, as well as having other equally 

important uses in wage and salary administration, 

and until better tools are forged, constant effort 

rrustbe made to improve these survey procedures, as 

the compen?ation survey must continue to carry a 

heavy load as a wage and salary technique. 



APPENDIX II 
EXAMPLES 
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EXHIBIT A 

GENERAL INFORMATION QUESTIONNAIRE 

Two copiee of this questionnaire ere provided (one in each 
booklet), The blank copy should be completed prior to the 
survsy interview and handed to our representatives. The 
completed one, i.e. Mobil's information, should be retained. 
Should more space be required to provide complete enswere, 
please use the reverse side of the applicable page. 

A. GENERAL 

1. Participating organisation(~ 

2. Organisation Representativs(s) 

3. Type of Operations (e.g. Marketing, Manufacturing, 
Services, etc.) 

4. Size of Company (Approximate 1977 Sales Value, Manufac­
turing Capacity. stc.) 

5. Number of Employees 

6. Organisation Charts 

It would assist discussions and final analysis if a 
set of organisation charts could be made available. 
indicating those positions related to the survey 
positions. 

B. SALARY PRACTICES 

1. Salary Ranges 

(a) Do you have established ranges? 

If so, pleaee attach a copy. 

(b) What is the date and emount of last increaee to 
ealary ranges? 

(c) When do you anticipate the next change in your 
salary ranges? 

2. Salary Administration 

(a) Merit increas~ 

(i) Do you havs a policy covering size and 
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EXHIBIT A continued 

frequency of merit increases? Are increases 
based on an appraisal rating or any form of 
time or age prog r ession? 

(li) Do you grant annual increases on a fixed 
review date or do you spread them through ­
out the year? 

(111) Are merit increases combined with any other 
typa of increase, e.g. economic or cost-of­
living increases? 

(iv) Indicate the changes to your salary ranges 
and the increases your Company has granted 
over the past 3 years. 

1974 

1975 

1976 

1977 

% Range 
Chan ge s 

Economic Increases 
and Date --------

Merit(as % 
of Salary 

Bill) 

(v) Do you anticipate an economic adjustment to 
salaries in 1978? 

(b) Promo t ional Increases 

Do you have a policy covering promotional 
increas es? If so, indica t e the size (percentage) 
of the promotional increase and whether this varies 
by category of employees. 

(c) Other increases 

3. Bonus 

Indicate and describe briefly any other types of 
increases based on economic indicators, cost-of­
living, etc. 

(a) Do you operate a bonus plan? 

(b) Indicate the type of bonus plan (e.g. Leave, 
Christmas, etc . ) 

(c) Is the bonus pa ya ble to all employeea or doae it 
differ by categor y of employees? 

(d) Indicate the formula for bonus (e.g. one month's 
salary). 

(a) Ie the bonus pe nsionabla? 
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EXHIBIT A Eontinued 

c. MAJOR FRINGE BENEFIT PLANS (excluding Pension end Medicel 
Aid Plane) 

1 . tl2using Assistance 

Do you provide any form of assistance to employees with 
regard to housing? (e.g . company house or flat, sUbsidi 
-sed rent, guaranteed deposit, low-interest bond, etc.) 

2. Vehicles 

It is accepted that vehicles are provided where essenti 
-al for the job. If, over and above this, you have any 
plan for assisted purchase, car lease, etc., please 
give details. 



POSITION 
TITLE: : ----
PURPOSE OF 
THE POSITION: 

SUPERVISION: 

EDUCATION 
RfQOYRE D: 

PREVIOUS 
EXPERIE NCE: 

SPECIALISED 
KNOWLEDG~: 
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EXHIBIT B 

SURVEY POSITION DESCRIPTION 

RELATIONS DIRECTOR POSITION DESCRIPTION NO: 7 

Guides, initiates and administers, in a supportive 
staff function to Line Management, effective em­
ployee relations ,. aimed at optimiSing skills and 
calibre, in Recruitment, Career Development, Man­
power Planning and Productivity; in advancement 
of a sound and dynamic organisational health and 
climate. In the Public Affairs sector to provide 
optimum support to Management in ensuring that 
the Company is seen to be e wholly responsible 
and constructive community leader. In all of the 
foregoing take careful account of the extensive 
ethnic and cultural diversity applicable. Also 
responsible for the Offica Services function. 

No. of employp.es : 3 354 

(8) Received: Keeps the Chairman and Managing 
Director informed of significant 
progress, trends and development 
within the field of Employee Rela­
tions; Employee Development;Produc­
tivity end Public Affairs. 

(b) ExercisedjDirects the ectivities of the over 
-all Employse Rslations and Public 
Affairs function through an Employ 
,-ee Relatione Maneger; Employee 
Benefits Manager; Public Relations 
Menager and a Productivity Manager. 
Hae 82 employees reporting to him. 

Univer8it~ degree and an MBA. 

Many years of experience in Petroleum Marketing. 

Sub3tantial 'Line' axperience in dealing with 
people and detailed knowledge of the Company's 
business, policies and procedures. 

SALARY INFORMATION: (per month) 
Minimum MidpOint Maximum 

Salary Range: • • • • • • • . . . . . . . . . . . .. .. .. .. 

--,.-' ~. 

PARTICIPATING NUMBE R ACTUAL/ BONUS INCENTIVE CAR OTHER 
ORGANISATION OF AVERAGE BONUS BENEFIT CO~1 PEN-

INCUMBE NTS SALARY SATION 

-

TITLE OF COMPARABLE POSITION: ............................... " ... " " .. " .. " .... " ..... 
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EXHIBIT Ca 

SALARY INFORMATION 

SALARY I NF O~MAT ION (per month): 

-- -- --- -
PARTICI PATIN G NO.OF YR'S ACTUAL BONUS INCENTIVE 
ORGANI SA TION SERVICE IN SALARY BONU S 

PRESENT 
PO SITION 

f---

-

-- -----"--

CAR OTHER 
BENEFIT COMPEN -

SATION 

--
TITLE OF COMPARABLE POSITION: ....... ,. ....... ,. ................ . --------
aIt must be noted that Exhibit C should, in practice, form 

the reverse side of Exhibit B. 



SURVEY POSITION TITLEs 

• • 
COOlp;!ny a nd Raporting - rUnctio"11 -

Podtion nth . Raht10nah ip . R •• pon.lbl11t11. . 

• Oltalla Dr Adll1t10nal CO~2 In lat10n: 

[ XIH6IT 0 
SUMHnRY WORKSH EET 

SURV[V POSITION NO. : 

- -
SCOPI I"d Ma gnitulll or R e'~O"ll~iltty , 

I'\ I~ ket 
Ot l'llr Non. 

Totel C;Iog .. O,uen tH1eb18 
No. or Total Ann UlI Ann UlI Arlal No. or . Factor. 
R.tall H;ark.t (Ga. · R •• l1- or [ .. p 10V· inf 1 . po.1t. 
Outlet. Shira ol1n.) I.tion Ralp. Sup. r .... . Ev.lUltion 

, , 

. 

Un~lIju~ta d Mont h l 
Ov ar~ll 

[v.lultton . or C o"'~.r ad - PodUon Ba a. . to Mobil Silarv Sonu • 

SALARY CROUP: 

COmtllneeti On 

Add. 
Co_P." Tohl 

, 

Co ••• ",. 

I 

~ 

U1 
~ 



EXHIBIT E 
SUMMARY OF ADJUSTED (UNADJUSTED) SALARY DATA 

WORKSHEET a 

Evaluation 
Compared to 

Survey Job Adjusted (Unadjusted) 
Participating Title of Position Organisation's Weighting Base Salary 
Organisation Compared Position Factor Midpoint 

Orga~isation "An Engineer I -1/2 1,0538 1 040 
(987) 

Organisation "B" Engineer A Equal - 936 
(936) 

Organisation "c n Engineer II ' + 1 1/2 1,1672 1 019 
( 1 189) 

Organisation "D" Engineer I Equal - 988 
(988) 

Organisation liEU Jr. Engineer Equal - 1 060 
( 1 060) 

. 

Competitive Adjusted Average b 1 009 

Survey J SO,",, p",t,," I I Organisation Engineer I 953 

~ThiS worksheet format is designed for use where only base salary data is involved. 
Each organisation "Adjusted Average Actual Selary" given weight of one. 

NOTE: 
Survsy organisation group-to-group progression rate of 1,1076 was used as the 
basis for adjusting data. 

~ 

U1 

'" 



SURVEY POSITION TITL[:G.n.r.l Mlln.g.r,Hllrk.ting 
SURVEY POSITIO~ NUMBER; 10 

Elleluetion 
Compflred to 

Surlley Orgllni.lltlon 
Oql'~nillllt1o Tttlll or POlllt1on POllltlon 

Co,"pllny "A" Marketino Directo _1 
Co"pllny "B' Vice Pro,id., Hkt +1/2 
t:o"'ce.ny 'C' 011 51111111 Muneg.r Equel 
Co",:)!!ny '0' Product 5111e~ Mgr -1/2 
CO",!J!!ny 'E' Herkllt1no Olr e cto +' 1/2 
COlflpetitl"e djullted Averll9ab 

S ... ·v .... Gonerlll HllneQer, 
urie n iSlltio !'Iarketino 

Allerllg. 
BIIII. Billi e Numbllr or 

IHdpo1nt SlIlliry Inculllbenta 

- )5 000 1 
)9 750 - 1 - )6 500 , 
38 000 - 1 - J9 000 1 

)6 500 )2 500 1 

(XIII BIT f 

SUMMARY OF ADJUSTED (UNADJUSTEO) 
SALARY DATA :.tORI'.SHEET Ii 

Hypoth ll tic Itl Bue Hidpoint. 
Allllrilg. M1dpoint " Yler s Adjuet'"ltnt Hypotheticel 
in Or.dll Fllct~n H1dpoint C 

6 O,9B51 )1, 1,97 
2 - )9 750 , - )6 500 
6 - 36 000 
1 ',10)) 'oJ 029 

1 - )8 500 

SALARY GROUP 20 

Adjullhd 
Job Adjullt.d Bonull lind/or Adjulltlld 

~ei9ht1ng aaall SlIhry Other elsmsnt. or Totlll Co,"plnlltion 
Fllctor PHdpolnt Co.pllnllllt1on d Hidpoint 

1,1067 JB 189 , 500 J9 689 
1.05)8 )7 721 - J7 72' - )6 500 Z 000 )8 500 
1,0538" 40 04/0 - '"0 O/o/' 
1,1672 J6 865 2 000 )8 865 

J7 661, )8 9610 

. 1n1e workeheet ror~et 1. deelgnod ror ~.e whln the totel co~paneetlon or anI Dr Morl partIcipatIng or~anleatlon Inc Iud •• ba.e I . lery .nd othlr ell •• nt. Dr co~p.n'ltion Dr whln pllrtlcipatlng Dro.ni'ltlon~ c 
not hlv. e~1l1tln9 1I111ery etructurell and hypothetical MidpoInt, Mue' bl Cllculated. 

b f a ch Dr~anll~tIDn'a 'AdJueted allie Slilery Hidpoint- end -Adjuet.d Totel Co~pene.tlon Midpoint- 01v.n waight or onl. 

cA"erlloe e.~er ... Ind yellrll 1n grllde ar. ulled "to calculato • hypothlticel .Idpolnt whlr~ • ~lIrtlcipetlng oroanisation dOli a not hlvl In •• t.bli.hld I.I.ry .tructur •• 

d1hl .dju.tl~ bonul lind/Dr othllr , 1eMente or co~ponlletlon ehould bl the amount thll~ the pert1clpetlng oroanle'~ion would nor •• lly p.~ to .n •• ployl. whol' •• lery 1. It the oro.ni •• tion', Idlu_ted b ••• 
ealilry .1~polnt Ind who,1 perror~lInCI la".l i. co~p.rllbl . to the .urvey oro,n11ltlon'e -HR- pertorMlnC •• ppr.i.al rating. 

NOTE: . 
SurvlY orglniaation group-to-group proor •• alon r.t. or ',1076 wa. u.ld •• the b •• i, ror ,dju.ttng d.ta. 



EXHIBIT G 
TABULATION OF ADJUSTED TOTAL COMPENSATION MIDPOINT DATA 

.. .. 

Adjusted Total Compensation Midpoint 
Salary Position 
Group Title Company"A" Company"B'" Company"C" Company"D" Company"E" 
1-. 

10 Position"A" 12 480 11 232 . 12 228 11 856 
.. Position"B" 12 336 11 832 11 616 11 484 
DP1J-sH-i; "G" q~ 928 14-*~ 1'" -9-&9 44-5-9-2 . . OF. 

AVERAGE: 12 408 11 532 11 922 11 670 

11 Position"D" 13 121 13 117 b13785 13 137 
Position"E" 13 313 ~6 gOO 13 137 
Position"F" 12 953 13 117 13 785 

AVERAGE: 13 129 13 117 13 785 13 137 

12 Position"G" 15 096 14 184 14 496 13 872 
Position"H" 11, 830 13 BOD 
Position"I" 15 240 14 232 14 448 
Positlon"J" 14 7138 13 776 14 472 

AVERAGE: 15 004 13 920 14 400 14 160 

13 Etc. 

aposition "c" was deleted becsuse it's data was inconsistent. 

bInconsistent data deleted. 

12 720 
12 144 

12 432 

13 305 
14 097 
13 593 

13 665 

14 952 
14 472 
14 856 

14 760 

Competitive Ave. 
otal Compensation 

Midpoint 
(position Average) 

12 103 
11 882 
44-<;5-2 

13 293 
13 516 
13 362 

14 412 
14 544 
14 598 
14 476 

Competitive c 

Total Compans. 
Mid poi n t ( Sa 1 a • 
Group Averege) 

11 993 
(999) 

13 367 
( 1 114) 

14 449 
( 1 204) 

c Tha Competitive Average Total Compensation Midpoint (Salary Group Average) is the sum of the indivi­
dual organisation salary group average divided by the number of these averages. In the case of Salary 
Group 10: (12 40B + 11 532 + 11922 + 11670 + 12 432 + 5 = 11 993). 

I 

I 

I 
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EXHIBIT H 

Competitive Average Total Compensa t ion Trend Line 

2000 L:~-r+-E .. --· f~F-f"'''' · 1:.:f + I ·'' . I- I I - ~· . ·1+ .. i !:J=f 4·1· I 1 4-1 '~ t ! I ! ~ 1 : I t-I -I-I- '+ f ' ! I+-H-t 
.- T, h~ ~ -r-r:-: ._ 

1000 

900 

--; ': r.ri:r~:p : 1TH+f~-%-mm 
Ij--:-; ..... "1-1 i ,-r -1-++ H-HH-
-~! - t+';J I-n -r I __ ", 

,,' I '"~ j 'i"~11 111 ~ .-~ ... ~:; j'"..: :; t- ... ~,,:p:r" 
1 1 1 1 I , " " 1 " ,,:' "~I :': ;, 1" " I ' ~l "c:: r:- ; H '", 

t-.::.. _~ 1- - . ....-.......I-1-.-'- ~ 1-1 fl ... tm' I. ' ,. , I I I I . I I 

~-l.. ~---;' - - ,,-- : ::.. 4= - ... ... -..- ... ~ ... "fT 

30 o!-= ;-' ' , , t- I~ l!-Ef-j: :W-:- ': "I+~ --'-~ I ' 

F '~ " "'~" m I r 

7--:1" - - ~-2-f - -; H "' ... ... ...' 
-- ~-j - ... " , 

I 

'1 

~, 

r °t-I" 

i ! :-

f1t::I~-~II' i : ' 1- " i I '~ -' I H-h:'Tt ~~:TI~+~ + : I - ~ T ' rl 
"C , ; , 't , :j±j::i: '" ' 4-f- tt~,W , i=!$ 

2 00 1: __ , 1,,-, ',-, ' T:t:t..t' =r:i":'r' 'h -i:tLcti::t l' h-h:. ,J:b.::i:: :.;::_L :!..J _U :-I:l-j+H+H-J- I Lt, 
~. T"T-;-, -; ....... - - 1 fl I or '" -,--- ' - " , ', ••• • •• ,. . . • • • .• 

" - i: 1- -- ' '0 Competi tive Salary Gr oup Average 

, I 

100 ' I 

1 2 3 4 5 6 7 8 9 10 1 1 12 
Survey Organisation Salary Group 

-" 
V1 
U1 



OJ 
en 
ro 
H 
[l) 

:> 
ct 

0-
:l 
a 
H 
t!l 

>­
H 
co ..... 
co 
UJ 

OJ 
::> ..... ..., 
..... ' 2, ..., 
[l) 

0-
E 
o 
[J 

4- 2,8 
a 

E , 
.r:: ..., 
..... ,.. 

2,7 co 
en 
a 

..J 

2, 
1 2 

EXHIBIT I 

Competitive Total Compensation Trend Line 

J:~:, 

Competi tive Salary 
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Number of 
Salary Groups 
in Stru~t=e 1.1 

2 1..1000 
3 --
4 --
5 --
6 --
7 --
8 --
9 --

10 --
II --

Humber of 
Salary Groups 
i n Structure 2. 0 

5 1.1892 
6 1.1487 
7 1.1225 
8 1.1041 
9 2. 0905 

10 1.09(;1 
11 1.0718 
12 1. oS50 
13 --
14 --
15 --
16 --
17 --

EXHIBIT K 
Table of Group-to-Gro up Pr ogression Rates fo r 

Select e d Ra tio Values 

itatio of l!ir-,hest Salarv Gz=p !>lldpoint to L=estSalenr Craun Midpoint 
3..2 1.3 1. 4 3.. 5 lo b 3.. 7 lo b 

3..2000 -- -- -- -- -- --
1.0955 1.14ce 1.1832 1. 2248 1. 26119 -- --
1.c627 1.0914 1.1187 )..1447 1.1696 1.1935 1.2164 

-- 1.c678 1.0978 1.1c67- 1.1247 1.1418 1.1583 
-- -- 1.0596 1.oS45 1. 0965 1.1120 1.1247 
-- -- -- 1..0599 1.0915 1.0925 1.1029 
-- -- -- -- 1.0595 1.078B 1.0876 
-- -- -- -- -- 1. c665 1.0762 
-- -- -- -- -- -- 1.O:J75 
-- -- -- -- -- -- --

-

Ratio of Highest Salary GroUl> f.'J.dpoint to Lowest Salary Groun l-adnoi n t 
2.1 2. 2 2· 3 2 .4 2 ·5 2. 6 '" ., c:. ~ 2 .b 

1.2038 1.2179 1.2315 1.2445 -- -- -- --
1.1599 1.1709 1.1813 1.1914 1.2011 1.2106 1.2198 1.2287 
1.1316 1.1404 2.1489 1.1571 1.1650 1.1726 1.1800 1.1872 
1.ill8 1.1192 2.1284 1.1335 2.1399 1.1463 1.1524 1.15e5 
1.0972 1.1036 1.1097 1.1157 1.1213 1.1269 1.1322 1.1374 
1.. 0959 1.0916 1. 0970 - 1.1022 1.1072 1.1120 1.1167 1.1212 
LOTIO 1. 0920 1. o8!)9 1.0915 1.0960 1.1003 1.1044 1.1055 
1.0>98 1.0743 1.0787 1. 0528 1.0869 2. 090! 1.0945 1. 0981 

-- 1.0579 1.0719 1.0757 1.0794 1.oB29 1 .cB53 1.0395 
-- -- 1.0>62 1. 0597 1. 0730 1.0763 l. 07Q 4 1. 0524 
-- -- -- -- 1. 0576 1. 0705 1. 073 : 1. 0703 
-- -- -- -- -- 1. 0558 1. 05[l'5 1. 0711 
-- -- -- -- -- -- -- 1. 0565 

-- _ ._- _ .. _-

1.9 

--
--

1.2365 
2.1741 
1.1 370 
1.1129 
1.0960 
1. 0935 
1.0739 
1.056 3 

2. '9 

--
1.2373 
1.1942 
1.1643 
1.1423 
1.1255 
1.1124 
1.1016 
1. c·?23 
1 .0='54 
1. 07:;J 
1.0730 
1. 0)88 

: 

-" 
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Number of 
Salary Groups 
in Structure ,.0 

7 1.2009 
8 1.1699 
9 1.1472 

10 1.1298 
11 1.1161 
12 1.1050 
13 1.0959 
14 1.0882 
15' 1.0516 
16 1.0760 
17 1.0711 
16 1.0668 
19 --
20 --

NtL"nber of 
Salary Groups 
in Structure 4.0 

8 1.2190 
9 1.1892 

. 10 1.1665 
II 1.1487 
12 1.1343 
13 1..1225 
14 1.1125 
15 1.1041 
16 1.C!')68 
17 1.0905 
18 1.0850 
19 1.0801 
20 1.0757 

EXHIBIT K- -£Q~1ingcd 
Table of Group-to-Group Progression Rates for 

Selected ratio Values 

Rs.tio of 111eh"st Salery Gr<Y".Lp Midpo'h.t to Lmrest Enlm-y Group l-tlilno1nt 
3.1 3.2 3·3 3.'1 ~·5 . 3.6 '.7 }.b 

1.2075 1.2139 1.2202 1.2263 1.2322 -- -- --
1.1754 1.1805 1.1860 1.1911 1.19''>0 1.2008 1.2055 1.2101 
1.1519 1.1565 1.1609 1 .1653 1.1695 1.1736 1.1777 1.1616 
1.1340 1.1380 1.1/;18 1.1456 1.1493 1.1529 1.1565 1.1599 
1.1198 1.1234 1.1268 1.1302 1.1335 1.131;7 1.13~)8 1.1428 
1.1083 1.1115 1.11117 1.ll77 1.1205 1.1235 1.1263 1.1291 
1.0989 1.1018 1.1046 1.1074 1.1101 1.1127 1.1152 1.1177 
1.0909 1.0936 1.0962 1.098-{ . 1.1012 1.1035 1.1059 1.1052 
1.0842 1.0866 1.0890 1.0914 1.0936 1.0956 1.0980 1.1001 
1.0784 1.0505 1.0829 1.0850 1. 0:371 1.0892 1. 0,)12 1 .0931 
1.0733 1.0754 1.0775 1.0795 1.0814 1.0834 1.0852 1.0870 
1.0568 1.0708 1.0728 1.07lH) 1.0765 1.0783 I 1.0800 1.0817 

-- 1.0668 1.0686 1.0704 1.0721 1.0738 1.0754 1.0770 
-- -- -- 1.0665 1. (jjfl2 1.0698 1.0713 1.0728· 

Ratio of Hlf(hest Salary Group Hlilpcir:t to LoYest Salary Group lHdpolnt 
4.1 4.2 4.3 4.4 4.5 4.t, 4.7 4.b 

1..2233 1.22(6 -- -- -- -- -- --
1.1929 1.1965 1.2000 1.2034 1.2068 1.2102 1.2134 1.2166 
1.1697 1.1729 1..1759 1.1789 1..1819 1.1848 1.1876 1.1904 
1.1515 1.1541 1.1571 1.1597 1.1623 1.1649 1.1674 1.1698 
1.1369 1.1394 1.1418 1.1442 1.1465 1.1488 1.1511 1.1533 
1.1248 1.1271 1.1293 1.1314 1.1335 1.1356 1.1377 1.13?7 
1.1147 1.1167 1.1187 1.1207 1.1227 1.l246 1.126~ 1.1282 
1..1060 1..1079 1..1098 1.1116 1..1134 1.1152 1.11G9 1.1186 
1..0986 1.1004 1.1021 1.10}8 1.1055 1.1071 1.1087 1.1103 
1.0922 1.0938 1..0955 1.0970 1.0?[l6 1..1001 1.1016 1.103Cl 
1..0566 1.0881 1.0896 1.0911 . t~a925 1..0939 1.0953 1.0957 
1..0815 1.0830 1.0844 1.0857 1.(>372 1.0885 1.08?5 1.0911 
1.0771 1.0785 1.0798 1.08n 1.0824 1.0836 1.0849 1. c35l. 

,\.0 

--
1.2146 
1.1854 . 
1.1532 
1.1453 
1.1317 
1.1201 
1.1104 
1.1021 
1. 0950 
1.0803 
1.0834 
1.0705 
1.(:743 

4·9 

--
1.2254 
1.1931 
1.1722 
1.1554 
1.11.:16 
1. 13ClO 
1.1202 
1.1118 
1.1044 
1.C';l3Cl 
1.0923 
1.0873 
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N=ber of 
Salary Groups 
in Structure 5.0 

9 1. 2228 
10 1.1953 
11 1.}746 
12 1.1576 
13 1.1435 
14 1.1318 
l5 1.1218 
16 1.1133 
17 1.1058 
18 1.0993 
19 1.0935 
20 1.<1.381, 

N=ber of 
Salary Groups 
in Structure b.O 

10 1.2203 
11 1.1962 
12 1.17"'9 
13 1.1611 
14 1.1478 
15 1.1365 
16 1.12'69 
17 1.1155 
18 1.1112 . 

.19 1.1047 
20 1.0939 

~-

EXHIBIT K- -continued 
Table of Group-to-Group Progression Rates for 

Selected Rati o Va lues 

Ratio oT :Rip;hed Salary Grom> ~lid"POint to L=est Ea1a;rr GroUD ~liclDoint 
_..5.1 5·2 5.3 5.4 5·5 5.':> 5.7 5·t5 

1.2259 -- -- -- -- -- -- --
1.1984 1.2011 1.20P 1.2051 1.2085 1.2110 1.2134 1.2157 
1.1769 1.1792 1.1815 1.1837 1.1659 1.1880 1.1901 1.1922 
1.1596 1.1617 1.1637 1.1657 1.1676 1.1696 1.1714 1 .1733 
1.1454 1.1473 1..11,91 1.1509 1.1527 1.151;.4 1~1561 1.1578 
1.1335 1.1352 1.U':i9 1.1385 1.1401 1.1417 1.1432 1.14l,B 
1.1234 1.1250 1.1265 l.128o 1.1295 1.1309 1.1324 1.1338 
1.1147 1.1162 1.1176 1.1190 1.1204 1.1217 1.1230 1.124 3 
1.1072 1.1085 1.1099 1.1112 1.1124 1.1137 1.111,9 1.1161 
1. lOeb 1.1018 1.1031 1.1043 1.1055 1.1eb6 1.1078 1.1039 
1.0947 1.0959 1.0971 1.0982 1.0993 1.1005 1.1015 1.1026 
1.0895 1 .0905 1.0918 1.0928 1.0939 1.0949 1.0959 1.0'}59 

Ratio of Highest 'Sala!Y Groun lIidnoint to LO\o'ed Salary GrouP Hiclnolnt 
6.1 6.2 0·3 b.'! 6·5 6.b 6.7 b.b 

1.2225 -- -- -- -- -- -- --
1.1982 1.2002 1.2021 1.2040 1.2058 1.2077 1.2095 1.2113 
1.1787 1.1804 1.1821 1.1838 1.1855 1.1871 1.18.:'>3 1.1904 
1.1626 1.1642 1.1658 1.1673 1.1688 1.1703 1.1718 1.1732 
1.1492 . 1.1507 1.1521 1.1535 l.1549 1.1562 1.1576 1.1589 
1.1379 1.1392 1.1~03 1.141(3 1.11131 1.1443 1.1455 1.1468 
1.1231 1.1294 1.13OJ 1.1317 1.1329 1.1341 1.1352 1.1:;,63 
1 .1195 1.12d.l 1.1219 1.12:;0 1.121,1 1.1252 1.1262 1.1273 
1.1123 1.1133 1.U43 1.1154 1.1164 1.1174 1.11134 1.1194 
1.1057 1.10')7 1.1077 1.1d.l6 1.10J,5 1.ll05 1.112.5 1.1124 
1.0998 1.1008 1.1017 1.1026 1.1035 1.1044 1.1053 1.1c62 

-

5.<; 

--
1.218::> . 
1.1942 
1.1751 
1.1594 
1.146 3 
1.1352 
1.1255 
1.1173 
1.1101 
1.1037 
1.0379 

-. ~ 

o.~ 

--
1.2131 
1.1919 
1.1746 
1.1602 
1.1479 
1.1374 
1.1233 
1.1203 
1.1133 
1.1070 

-" 
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o 



161 

EXHIBIT L 

RECOMMENDED SALARY STRUCTURE 

-
Salary Group Minimum Midpoint Maximum 

1 340 425 510 

2 372 465 558 

3 412 515 618 

4 452 565 678 

5 496 620 7/.4 

6 548 6B5 822 

7 600 750 900 

8 660 B25 990 

9 72B 910 1 092 

111 BOO 1 000 1- 200 

11 BBO 1 100 1 320 

12 96B 1 210 1 452 

13 1 064 1 330 1 596 

14 1 172 1 465 1 75B 

15 1 2BB 1 610 1 932 . 
1-. _________ -------------. -------------------------

NOTE :: 
Group-to-group progression rate = 1,1000 (before adjust­
ments). 
Salary range spread = 50S. 



a 

Salary Group 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 

EXHIBIT M 

COMPARISON OF RECOM MENDE D SALARY STRUCTURE TO 
COMPETITIVE AVERAGE TOTAL COMPENSATION MIDPOINTS 

Percentage Recommended Mi dpoint 
Competitive Average Varies From 

Recommended Salary Total Compensation Competitive Average Total 
Structure" (Midpoint) Midpoint Compensation Midpoint 

425 414 +2,7 
1.65 480 -3,1 
515 520 -1,0 
565 558 +1,3 
620 606 +2,3 
685 704 -2,7 
750 740 +1,4 
825 820 + 0,6 
910 924 -1,5 

1 DOD 999 -
1 100 1 114 -1,3 
1 210 1 204 +0,5 
1 330 1 304 +2,0 
1 465 1 500 -2,3 
1 610 1 592 +1,1 

Average Variance = 0 .,0 
~ ~-

Group-to-group progression rate = 1,1000 (before adjustments). 

NOTE: 
Group-to-group progression rate for Group 15 (racommended) 
to Group 16 (present) = 1,1280. 

I 
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EXHIBIT N 

COMPARISON OF RECOMMENDED SALARY STRUCTURE TO 
PRESENT SA LARY STRUCTURE 

Recommended Present Percentage Recom.., 
Salary Structure 

(Midpoints)a 
Structure b mended Variea 

Group ( Midpoints) From present 

--
1 425 380 + 11,8 

2 465 421 +10,5 

3 515 466 + 10,5 

4 565 516 +,9,5 

5 620 572 + 8,4 

6 685 633 +8,2 

7 750 702 +6,8 

8 825 777 +6,2 

9 910 861 +5,7 

10 1 000 953 +4,9 

11 1 100 1 056 ~. 4,2 

12 1 210 1 169 +3,5 

13 1 330 1 295 +2,7 

1l, 1 465 1 435 +2,1 

15 1 610 1 589 +1,3 

-- - -
Average Variance =+6,4 

- --
aGroup-to-group progression rate = 1,1000 (before adjustments). 

b Group-to-group progreseion rate = 1,1076. 

NOTE: 
Group -to-group progression rate for Groups 16 and 
above = 1·,1399. 
Group-to-group progression rate for Group 15 (recommended) 
to Group 16 (present) = 1,1280. 



EXHIBIT 0 

SALARY DATA WORKSHEET: AS INCORPORATED IN 
REPORT TO PARTICIPATING ORGANISATIONS 

- --
POSITION TITLE POSITION DESCRIPTION NO. 

Marketing Director - Head Office 

Number of Bsse Selary 
Company Code Employees Plus bonus 

A 1 
B -
(;;; -
D 1 
E 1 
F -
G -
H 1 
I 1 
J 2 
K -
L 1 
M: -
N 1 
0 1 
P -

Mobil 1 

Number of Companies: 
Community Average : 
Weighted Averag e : 
Median : 

3033 
--

1823 
2480 
--

3250 
3760 
2771 
-

2763 . 
-

3038 
2347 
-

2772 

9 
2807 (Arithme tic Mean) 
2804 
2771 

1 

Comments 
Plus Car Plus Plus 
BeneFits Entertainment Other 

Comparabi li ty Allowance BeneFits 

Equal 275 67 67 
- - - -- - - -

15% Light 175 75 -
15% Light 175 - -- - - -- - - -
15% Heavy 275 200 -

Equal 225 - -
15% Light 275 200 -- - - -

Equal 275 BO -- - - -
Equal 275 125 -

30% Light 275 125 -- - - -
Survey Position 275 - -

i 

I 

-> 
CTI .,. 
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EXAMPLES 
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EXAMPLE A 
PERCENTAGE DEVIATION 

CALCULATION (INDIVIDUAL) 

If the Trend Line Value (752) is larger than the Average 
Base Salary Midpoint (740). 

752 
740 '" + 1,016 

-1,000 
+0,016 '" + 1 , 6%· 

EXAMPLE B 
PERCENTAGE DEVIATION 

CALCULATION (INDIVIDUAL) 

If the Trend Line Value (900) is smaller than the Average 
Base Sslary Midpoint (924). 

Salary Group 

900 
924 = +0,974 

-1,000 
- 0,026 = -2,6% 

EXAMPLE C 
AVERAGE DEVIATION 

PERCENTAGE CALCULATION 

Percentage Deviation of Trend Lina 
Velue from Average Base Salary 

Midpoint 

11 ••......................•... -2,7 
12 ••••.•. " •••.•.......•.•. " •.. +2,2 
13 No Competitive Average Base Salary Midpoint 
14 ••••.....••...•...........•• +1,3 
15 .••...•........•... . .....•.. -2,5 
Total of minus deviations = -5,2 
Total of plus deviations = +3,5 

Remainder = -1,7 
Averaga Deviation (Variance) = (-1,7 + 4) 

= -0,4% 
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EXAMPLE D 
MATHEMATICAL CALCULATION OF 

GRoUP-To-GRoUP PROGRESSION RATE 

r = Group-to-Group Progression Rate 

= N-1 Rm 

In this equation: 
N = number of salary groups in structure. 
M1= midpoint of highest salary group in structure. 
M~= midpoint of lo~est salary group in structure. 
Rm = M1 divided by M2 • 

Example: 
-' 

N := 15 
M1= 805 

M2= 212 

Rm= 3,7972 

Substi tuting: 

r = 15-1 805 
m 

= 14 3,7972 

log 3,7972 = 0,57946 

divide log 3,7972 by 

0.57946 
14 = 0,04139 

Then: 

14 

antilog 0,04139 = 1,1000 

Thus Group - to-Group Progression Rate for thia Example = 1,1000 
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