
Tutorial 4 – Workbook 4 

External Competitiveness 

Important to note, that as an employer you would want a market-competitive pay 

system as it plays a great role in attracting and retaining the most qualified employees. 

It also contributes to your company’s competitive advantage in the way that it sets your 

company apart from other companies. Market-competitive pay systems should also 

promote the achieving the company's competitive strategies.  

What are the make-up of external competitiveness?  

There are a few steps that you should take to build a great market-competitive pay 

system. They are:  

 

Competitiveness 

- Refers to how your 
organisation remunerates 
your employees about the 
market. 

- Also known as external 

competitiveness  

The Labour 
Market 

- Depends on the geographical 
area from which your 
organisation recruits  

- Depends on the labour 
demand and supply 

 Strategic Analysis is looking 

what is happening outside 
the organisation now and 
how the future might look  

 Breaking down a complex 
problem into more 
manageable actions 

 Different analytical methods 
can be used to conduct 
strategic analysis 

 

The Product 
Market 

- The degree of competition of 

products in the market plays 
a role 

- How quickly your 
organisation can adjust 
prices to remain competitive 

The 

Organisation 

- The organisation depends on 
the status and movements in 

the labour and product 
market  

 

*This is not all the detail – Go to your workbook and prescribed textbook and 

ensure that you fill the gaps! 

What is a remuneration survey?  

- A remuneration survey is a survey that is made up of remuneration information 

paid by various employers in various industries.  

- Companies purchase a compensation survey from other companies that gather 

this information, to look up and compare their internal jobs to what the market is 

paying  

- Remember we said that you first need to do job analysis and then job evaluation 

and then you establish internal alignment/equity… Remuneration surveys are 

used to establish external equity. Now that you know what job title and job grade 

you have internally, you can look it up on your salary survey and see what you 

are paying for a job similar to what the market is paying.  

 

 



How can the data found in remuneration surveys help us?  

The data you obtain from your compensation survey can assist you with the following in 

your organisation:  

1. set entry rates or new graduate starting salaries 

2. verify salary structures or make appropriate changes 

3. identify positions that need to be paid differently for the rate for the grade, for 

4. example a financial accountant 

5. assess typical salary increases required for the salary structure as a whole, or by 

6. grade or by position 

7. keep informed of benefits and extras being offered 

8. review all the components of the remuneration mix, i.e. guaranteed pay, variable 

pay 

9. (e.g. incentives, shares) and performance-related pay 

10. assess the pay slope, pay ranges and paygrade overlap of the salary structure 

Making use of consultants to conduct salary surveys have some advantages and 

disadvantages. They are:  

 

So linking back to the question on the make-up of external competitiveness, it 

looks like there are strategic decisions that you have to make with regards to 

choosing a remuneration survey. What are they?  

We have established that some of the building blocks of a market-competitive system 

are to conduct a strategic analysis, look at the geographic, the labour market, the 

product market and the organisation. Choosing a compensation survey, we also have to 

make some strategic decisions regarding:  

1. the relevant market we found our organisation in  

We have to look at competitors in our market, other organisations that are in the 

same industry and business we are in, to ensure we look at the correct and most 

competitive salaries. Thus, we must look at organisations that compete for the 



same skills and product/services. We have to look at the occupation or skills 

required, the geographical area and the employers competing with us.  

2. Choosing benchmark jobs.  

We have to decide which jobs we are going to benchmark, identify the jobs you 

want to compare 

What are the characteristics of remuneration data?  

- Survey data contains huge amounts of data (this includes statistical information), 

and this can be in some instances quite confusing and daunting if you are not 

familiar with all the statistical terms! 

- The data may be outdated. In some instances, there is a lag between the time 

that data is sourced to the point where the final information is provided to you. 

One way to solve this is to make use of external survey houses that use up-to-

date, real-life data.  

- This, however, has its drawbacks as well, but we will not get into that right now. 

- Statistical analysis needs to be conducted to integrate internal job structures. 

What are the different pay policies Organisations use to set pay levels?  

A Pay Level is the average of the array of pay rates inside an organisation. Here are the 

different ones:  

 

- Go visit your workbook and prescribed textbook, study each Pay Policy and 

provide an example of each.  

*check out your workbook to make sure you have studied everything in the 

study unit. Make sure where your workbook referred you to the prescribed 

textbook, that you have gone back to do so.  

Remember you can post any questions you might have on this workbook on this 

forum.  

 

Pay Policies

Market Lead 
Policy

Market Lag 
Policy 

Market 
Match Policy 

A Flexible Pay 
Policy

Employer-of-
choice Policy


