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estion 1

Consider the following information and answer the questions that follow

“Tofn Troebal is a businessman who decided to start a new business named Toffee-Pop Roadhouse. This

2l 2

“foadhouse will specialise in take-aways Tom plans to employ the following personnel .

Job-Category Number of Employees
Manager 1 .
Admin Supervisor 1
Cheis 3
Kitichen Staff 2
Warters g
Administrative Clerks P
Position Basic Remuneration
Manager R 25000
Admin Clerk R 10000
Warter R 3000

11 With reference to the information provided in the table, develop a job hierarchy by making use of an
organogram (schematic representation). (6}

12 Tom Troebel ams to incentivise fus personnel when the company exceeds minimum acceptable
performance standards. Discuss profit-shanng plans. (15)

13 Refer to the table and explan why the basic remuneration of waiters are less than the basic
remuneration of admimstrative clerks 4

Total [25]

Note: Guestions 2 and 3 are based on the paragraph below.

: Employee compensation trends

Globatization, outsourcing, movement from manufacturing to a service economy, and sluggish economic
growth have all affected employee compensation over the past five years, said Fobert Goldstone, al
principal at Wellesley Gonsufting, who spoke at the Connecticut Business and Industry Association's 2006
Compensation and Benefils Symposum. .
Low inflation and a fiat economy have given empioyers an advantage, said Goldstone. Employees have
had limited expectatons as far as pay increases are concerned and unions have been less effective in
influencing the workpiace. At the same time, growth in the use of a contingent workiorce made up of
outsourcing providers, independent contractors, part timers, home workers, temporary staff, and retired
employees has been outpacing real workfarce growth. Finally, employers have been dealing with double
digit ncreases in healthcare and pension expenses.

Goldstone said that these trends are being reflected in compensation structures. He said that there 1s a
definite market linkage to base pay and believes the structure of base pay systems s revering to more
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traditonal pay practices. One way this is manifesting in compensation programs i1s a move away from
broad banding to traditional salary grade structure with a minimum, mwdpoint, and maximum. He also noted
that the current metit spending pattem is around three to four percent annually.
Goidstone also discussed consistency and_faimess in base-pay structures. In this era of small annual
increases, Goldstone sawd, employees feel that “if you can't pay me more, pay me farly." Therefore,
intemnal equity and pay for performance are becoming even higher pnorties and things like broad banding,
siall based pay, and lump-sum ment payments are on their way out On the other hand, growth has been
kobserved in management incentives, key staff incentives, and mull-year cash-incentive plans.
Source: Adapted from hiip-f/hr bir com/MA-news/HR-Administraton/HRA-Strategic-Planning/Trends-in-Employes-Compensation/

Question 2

After reading the paragraph above, answer the following questions

21 From the paragraph above, it 1s clear that broad-banding 1s not a high pronty as it used to be.

Discuss why this would be the case. (10)
2.2 Explain the concept of equity in the compensation context. (15)
Total [25]

Question 3

After reading the paragraph on above, answer the following questions.

31 Goldstone indicated that compensation programmes moved to tradiional salary grade structures,
Provide a definon of a pay structure and discuss your understanding of a “tradrional salary grade
structure”. In your discussion you should include a brief explanation on the following concepls:
mintmurn, midpoint and maxamum, {15)

3.2 Bnefly discuss what pay for perforrance is (also known as mert pay) In your discussion, inciude
the motivational theories on which it is founded. (10)

Total [25]
Question 4

4.1 Discuss the purposes and inportance of a job analysis. In your discussion you are required to
indicate how compensation links to j1ob analysis and explain the possible kmitations for building

internal consistent pay systems (15)

42 Adwvise HR specialists on the legal considerations for job analysis In the South Afncan context
(10)

Total {25]
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Question 5

Read the following case study and answer the questions that follow on the next page:

. . 5 » New Age Airline ” -
New Age Aidine is one of the new of low-cost airimes operating in a highly oompemwe sector. Started by a
gifted entrepreneur, New Age operates primanly in the African sectors. An Increass in costs as well ag
tight margins has led to redundancies in the company as the volume of business has dipped significantly,
The company is relatively unionised and pay for most staff is collectively bargained with a staff union. Pay
for the airine’s piots are declded after consuitation with the pilots’ union. Managers pay is set on an
mdividualised basis, with senior executives qualifying for share options. Levels of basic pay in the
company are set generally 1o be in the lower part of the salary market, with the salanes falling into the
lower quartiie range. There is a strong nnovative and perfarmance-oriented culture 1n this company and all
- staff are eligible for cash bonuses; ‘based on corporate profitabiity. In the iast iwo years, performance has
not reached the necessary target feveis for such payments to be awarded. ; e
The company hag dectded to appoint a new business development directorto lead the company's plans to
develop and keep ahead of the compatition. After a prolonged search a most suiable candidate has been
identified, with very relevant expenence in tuming arcund a strugghng Brtish domestic airine. He i1s British
Fand is very interested n taking on a more intemational role, based in Johannesburg. He has, however,
been disappointed about the level of share options offered with the position, which are far short of those he
would expect in @ comparable role in the UK. He and his family have also investigated the costs of ving in
Johannesburg and he is askmg for a basic salary of R800 000, plus share optaons and annual cash
bonuses b !

-r " -
“

&

" You have been appointed asa mmuneration specialist tcrthe company
 The CEO of New Age Alriine has made tt clear to you that he will decide on the level of basic pay to be
offered, but that your input will provide important information for them in reaching a decision. You do not
know the exact extent of the remuneration packages of the board members themselves — as this
information ts confidential and is only knowr to the CEQ and the remuneration committes.

" You have-collected some salary survey data, but the job tself doas not fit clossly intw the categones used
, n the main salary surveys. The surveys you have selected have the advantage of largish samples and you
 think that this data will be useful for making a sound recommeandation,

Source, Adagpted from; anht. Angeta. 2006. Reward Management in Context. London Thé, Chartered Institute of Personnel
Development, p.104-10G5. : &

5.1 Identify and discuss New Age Airfines’ current pay policy Use examples from the case study to
substantiate your answer. {5)

52 Identify the business strategy that New Age Auriines follows and discuss the common organisational
and HR strategy that they would follow (10)

53 In order to assist you in making salary recommendations to the CEO of New Age Aifine, you have
chosen 1o collect salary survey data. Discuss why orgamsations make use of compensation
surveys as well as the usefulness of compensation survey information. (10)

Total [25]
Total for paper [75)]
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CHECKLIST

Did you complete 3 questions?

Did you complete all your personal particulars on the cover of the exarmination answer book?

Did you indicate the numbers of the questions you chose on the cover of the examination answer
book?
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