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Introduction to Remuneration 

 Remuneration is probably the most important function  

 Employees come to work and expect remuneration for performing their jobs 

 Remuneration is holistic it includes recognition, motivation, rewards and taking care 
of employees  

 Employees are looking for a stimulating work environment, flexibility, work-life 
balance and performance-related pay  

 SA is faced with challenges related to complying with government legislation, 
meeting the needs of unions and balancing the demand and supply of labour 

 Remuneration will need to be tailored to individual and organisational needs  

 The HRM function in organisations manages the employee remuneration.  

Defining remuneration? 

 Compensation is used interchangeably with other terms such as remuneration, pay, 
or reward.  

 Remuneration is the most commonly term used in SA 
 It means it is remuneration that an employee gets for services rendered to the 

company that employee works for. Thus, employees come to work, to work towards 
achieving the organisational goals and gets remunerated for the achievement thereof. 

 It is not only money, it also includes non-monetary rewards such as work-life balance, 
motivation, recognition. 

 Remuneration includes both intrinsic and extrinsic rewards which employees receive 
for performing their jobs. This is also known as the "Reward Package" or the "Total 
Rewards Approach", meaning the total rewards and benefits (monetary and non-
monetary) that you can offer an employee. Refer to your study guide to see what is 
the different components of Remuneration System. i.e. intrinsic and extrinsic rewards 
(aka; job characteristics, monetary and non-monetary). 

 Some elements that are included in the Remuneration System includes: policies, 
practices, procedures, reward criteria, reward strategy. 

Remuneration Components 

 Remuneration consist of financial and non-financial elements, these terms consist of 
base pay, incentive pay, benefits and various allowances 

 Financial rewards are monetary forms of pay. The employer pays financial rewards 
and are cash payment such as base payments and pay for performance 

 Direct Remuneration (salary, incentives, bonuses and commissions)  

 Indirect remuneration (benefits, medical aid, pension)  

 Non-financial rewards (work life balance, telecommuting, flexi-time, career 
development, recognition and job security)  



 discretionary benefits are voluntary benefits and legally required benefits are 
compulsory benefits (what does this mean, be sure to explain this in a question). 

 

Importance of Remuneration 

 Cost Control – employers do need to focus on cost management of remuneration. 
Remuneration makes up 50% of operational cost. Remuneration influence employee’s 
perception  

 Individual needs – remuneration fulfil individual needs, maintain a certain quality of 
life and employees wants to feel fairly treated 

 Competitive advantage – remuneration reflects the values of the organisation and in 
remuneration policies and practices. Organisations use their reward package to assert  

 Motivator – organisations use the pay packages as a long-term motivator. Both for pay 
for performance and non-monetary rewards are motivators 

 Organisation objectives – employees must meet organisational objectives. 
Remuneration packages direct employee behaviour  

What is meant by strategic remuneration? 

 The world of work has changed and is changing drastically. While organisations and 
the needs of employees change so should remuneration systems.  Organisations are 
striving for alignment – alignment between their strategies and bottom line. Different 
strategies require different remuneration systems. 

 Organisations want to implement reward programmes that set them apart from their 
competitors, therefore they want to have a competitive advantage by motivating 
employees to excel, learn new knowledge and skills.  

 Competitive Advantage means that your organisation's product is so unique and set 
you apart from another organisation's product and therefore it becomes a product 
that everyone will want to have and therefore can be charged at a premium rate. This 
is called a differentiation advantage. If your product is similar to other organisations' 
products and it is selling at  lower cost, it is called a cost advantage. 

What is meant by tactical and strategic activities?  

 Strategic decisions are concerned with the entire environment in which the 
organisation operates, the resources and the people who form the 
organisation.  Strategic decisions support the business objectives. 

 Tactical decisions, affect the day-to-day implementation of steps required to reach the 
goals of a strategy, for example recruitment, which supports the implementation of 
strategic decisions.  

 Refer to the figure in your Study Guide to provide you with a better picture of what 
this means. 

What competitive strategic choices should I make if I am doing strategic decision making?  



 As a HR or Remuneration Specialist you will be required to make strategic decisions 
from time to time. There are two kinds of competitive strategic choices you can make 
when having to make strategic decisions, they are Cost Leadership and Differentiation 
Strategy. These two are categorised as Business Strategies. 

 For both of these two Business Strategies, there are Organisational Strategies and HR 
Strategies that link back to these. You have to refer to your Study Guide and Prescribed 
Textbook, to understand what these imply. You will need to be able to identify from a 
scenario the type of Business Strategy being used and the Organisational and HR 
Strategies that goes with the specific Business Strategy - or the other way around.  

What are the main objectives of a Remuneration Department?  

 As a Remuneration Specialist you will have to achieve 3 goals to promote effective 
an effective remuneration system. These goals are:  

o Internal Consistency (Internal Alignment/Internal Equity) 
Internal consistency defines the relative value or worth of each job. We 
determine this by doing a job analysis and job evaluation. Job analysis is the 
systematic collection of information relating to the nature of the job. Job 
evaluation, is the classification of the relative worth of jobs so that the job 
can be graded and placed on the organisational structure or hierarchy. This 
process is done to ultimately determine if jobs of similar value and worth are 
paid equally. You might have heard the term "Equal Pay for Work of Equal 
Value" before. 

o Market Competitiveness (External Competitiveness/External Equity) 
To determine what the market is paying for similar jobs, this is done by 
making use of a salary survey 

o Recognising individual contributions 
This is done by Seniority Pay, Performance-related Pay, Incentives or Pay 
structuring.  

 The remuneration philosophy underpins these broad values and beliefs  

How does remuneration fit into HRM? 

 the HRM Department manages the employer and the employee relationship 

 they will also manage the remuneration as other HR functions such as performance 
management and recruitment are also looked after by the HRM.  

The Remuneration Framework 

 The amount to pay employees depend on value and performance of the employee, 
profitability of the organisation, compliance and legislation.  

 Remuneration decisions are based on job, person, performance and the job is created 
through job analysis and job evaluation the pay structure for a job requires internal 
and external equity so employees feel that the remuneration is fair 

 Remuneration systems must maintain fair pay among jobs of equal value and maintain 
remuneration levels that will attract, retain and motivate.  



What are Remuneration Objectives? 

Remuneration Practices 

What is meant by job analysis?  

 job analysis is to setup a job hierarchy  

 systematic process that investigate tasks, duties, responsibilities 

 the level of decision making, task autonomy, variety, complexity, mental and physical 
effort are investigated 

 this information is documented in a job description and job specification  

 job description describes the job and the specification  

 elaborates on the tasks, responsibilities, accountability, skills, qualification and 
wyalitites.  

 Job analysis determines compensable job factors 

What is job evaluation?  

 Is the process of systematically determining the relative worth of jobs to establish a 
logical hierarchy of jobs to which a fair and equitable pay structure can be attached 

 Job evaluation is done through using job evaluation methodology to grade the role 
and to slot it into a job level  

What is a job hierarchy?   

 The organisation use the hierarchy to manage reporting structures  

 Refers to the levels of management from highest to lowest those on a higher level 
have more decision making power and control than employees on lower levels  

 Job hierarchy is based on job value and external market  

Employee 
Attraction

Employee 
Retention

Employee 
Motivation

Labour Law 
Compliance

Fairness

Cost 
Effectiveness



 There are 4 basic job structure departmental, functional and geographical and 
business units.  

 

What is a Pay Structure? 

 It is the different pay salaries attached to jobs in the organisation 

 4 types exists: Traditional, Market-based, Broadband and Step Structures 
*Make sure that you can define and discuss the different types of pay structures 

Employee Contributions 

 Consist of two elements; they are Pay for Performance and Incentives.  

 Can you write a few key characteristics for each?  

Employee Contributions 

Pay for Performance Incentives 

  

  

  

  

  
 

  

  

  

  

  
 

These are only some of the learning outcomes for  Workbook 1, be sure to visit you’re the 
Workbook to ensure that you have covered all the learning outcomes.  

Very Important – Go to the prescribed textbook and make sure that you study the following 
topics:  

remuenration 
practices

Internal 
alignment

job analysis

job evaluation

job hierarchy

external 
competitiveness

surveys

benchmarking

pay

Make sure that you can discuss 

remuneration practices, i.e. what is 

meant by internal alignment and 

external competitiveness? 



 Employee Benefits  

 Benefit Design (Who should be protected, How many choice and options should 
employees have, how should benefits be financed) 

 Total Reward Package  

 Strategic Remuneration  

 What influences the remuneration strategy  

 How do you align Organisational Strategy to HR Strategy  

 Development Process 

 Different types of Remuneration Strategies  

 What is the value of having a Remuneration Strategy?  

Please post any questions you might have on this workbook. 

 


