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SUMMARY

The new set of employment equity laws call for South African organisations to justify their
compensations systems. During compensation discrimination litigation, evidence is required to
support arguments put before the court in order to meet the burden of proof. The similarity between
foreign and domestic legal systems, suggests that the operational implications of foreign legislation
will also be relevant to South Africa. This raises the debate as to the nature of fairness in the
compensation context, the debate of comparable worth and the use of multiple regression analysis.
The organisation must present to the court evidence to show that the choice of compensable
constructs, their measurement and application does not discrimination directly or indirectly based on
group membership. Multiple regression analysis, a statistical method to model the compensation
system, is fraught with difficulties and misunderstanding. It is nevertheless the most appropriate
method to investigate compensation fairness. Comparable worth and multiple regression analysis
require assessment in the South African context. The issues, which hindered the successful use of
multiple regression analysis abroad, are reviewed in order to smooth its entry into South African
litigation. A framework is presented based on literature and case law whereby all parties concerned

can produce and evaluate such evidence
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classified or standardised, as there is no inherent or universal value of labour (Mohr & Fourie, 1995;

Rees, 1979).

Many different factors affect the price at which the individual is willing to work and the price at which
the employer is prepared to procure labour. Firstly, labour is usually employed by way of a long-term
contract, and therefore, in most cases, the price of labour is not continuously renegotiated. Secondly,
the price of labour is also affected indirectly by factors not related to the supply and demand, for
example taxation. There are many non-monetary factors, which also affect the price of labour by way
of supply and demand, for example, the location and working conditions. Thirdly, due to the imperfect
functioning of the labour market, considerations other than material advantage enter the relationship.
Non-economic, largely societal factors such as equity, loyalty, fairness, appreciation and justice

influence the functioning of the labour market (Mohr & Fourie, 1995; Rees, 1979).

A change in the quantity of labour demanded or supplied affects the market’s evaluation of the
labour’s worth. The value of the labour may be transcribed to the compensation package comprised of
the salary/wage rate and non-wage benefits of employment. The compensation package therefore
attempts to serve as parity between the efforts expended by the individual, as a function of the value of
the competencies and the relative value of the labour accrued to the organisation. The performance of
an employee in a particular job is the ultimate compensable factor and many proxy measure are used to
operationalised this very comprehensive and multifaceted construct. As it is performance that
contributes value to the organisation, it is ultimately the level of performance which should be

compensated.

Organisations and individuals in a labour market are influenced by a complex combination of other
factors, which have a bearing upon the level of compensation an organisation would pay for labour as
compensation also serves many roles and purposes for both parties. The labour market deals with
people’s hopes, fears and ambitions; political, social and ethical consideration; and as a result wage

determination has both an economic and non-economic dimension.

2.1.1  Compensation System

The workforce is arranged within the organisation in categories by means of a job evaluation system.
Each job is assessed by factors such as skill, responsibility and physical effort. Jobs with similar

scores are often graded into job ranks, resulting in an organisational hierarchy. The compensation
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