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Part A

Answer any five questions. Each question carries 2 marks.

1. Define Compensation.

2. What do you mean by Wage Differentials?

3. What do you mean by External Equity?

4. What are the different components of Compensation Package?
5. What are the objectives of Gain Sharing?

6. What do you mean by Social Security?

7. Mention the important issues related to compensation management.
(5%2 = 10 Marks)
Part B

Answer any five questions. Each question carries 6 marks.

8. Explain 'Supplementary Compensation' and its importance.
9. Explain the process of Job Evaluation.

10. Discuss the relevance of computer aided job evaluation.
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B

Explain Incentives. Discuss its objectives and major types.

Discuss the various benefits available at the time of retirement to the employees in an
Indian organisation.

Elucidate the salient features of The Payment of Bonus Act ,1965.

What is Board Room pay? Justify if it is appropriate to be influenced by their performance.
(5%6 = 30 Marks)
PartC
Answer any two questions. Each question carries 10 marks

Question number 17 is compulsory .

Explain the most commonly used variable components of employee’s salary.

Determine the institutional mechanism for wage determination. Examine their pros and
cons.

Compulsory Question

Fortune Furnitech is a state-of-art modular furniture manufacturer, started with an initial
500 crores investment, by raising a term loan from different financial institution and about
65 percent contribution from the traditional family business. The group has a traditional
family history of woodcraft manufacturing. Leveraging the family trend, the present owner
Asim Singh and his wife Ragini ventured into this business. Asim Singh has toured
extensively all over the world with his father, right from his childhood. According to
Mr.singh, India has top quality berg woods in its North-eastern states, which are imported
by countries such as the USA. However, Indian use them as firewood, because of lack of
awareness. The company launched an ambitious plan to manufacture and sell hardwood
furniture worldwide, as their study indicated that the Indian market for furniture is still
unorganized, and the affluent class used imported furniture made out of concentrated
wood dust or waste products. To achieve this goal, the company recruited the best
designers, business heads, and production people worldwide. Many designers were
either Italian-born or trained in Italy. The biggest challenge the company faced was in
designing managerial compensation.

Management compensation received attention primarily because of its performance
implication and strategic fit in Fortune Furnitech. The HR manager claimed that it had a
positive effect on the company's financial performance and recommended the
appropriateness of different compensation for specific strategic situations. However, he
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could not convince the top management of the need to formulate an executive
compensation package accordingly.

Asim Singh only considered such alignment for executives on the board, arguing that their
achievements was traceable. The HR manager argued that compensation cost in the
company was the second largest expense category, the first being the cost of raw
materials and other implements (excepting labour). Hence, it has to be managed
strategically, aligning with the performance of the organization and its fit with overall
organizational strategy. He supplied extensive literature to sell his argument. He
complained that the organization did not have a well-documented compensation
philosophy, despite this evidence. Some incentives were also counter productive. He
argued that it is time to develop executive compensation, de-emphasizing the immediate
financial gains and tagging it with long range strategy of the organization. After listening to
the HR head'’s argument, the CEO directed him to develop a model that may work in the
organization.

Question:

Imagine you are the HR Manager. Design the appropriate pay model for executives of the
organization.

(2x10 = 20 Marks)
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Answer all questions.
Each question carries 12 marks.

1. (a) Explain the principles of wage and salary administration.
Or

(b) Explain two basic sytems of wage payment, bringing out their merits and demerits.

N

{a) Distinguish between factor comparison method and point method of job evaluation,
highlighting the relative merits and demerits of the two methods.

Or

(b) How does job evaluation contribute to the objective determination of pay package 7
What are the comparative advantages of various job evaluation methods ?

3. (a) Explain various individual and group incentive plans. What are the advantages and
problems associated with wage incentives ?

Or

(b) Distinguish between profit-sharing and co-partnership. Explain the merits and demerits
limitations of co-partnership.

4. (a) Write notes on:

(1) Wage incentives in India. (ii) Scanlon plan.
(1) Employee stock option. (iv) Profit-sharing in India.
Or

(b) During the recent years there has been a rapid increase in the compensation packages
offered to managerial employees of the private sector especially the MNCs. Explain the
current phenomenon and examine their implications.

5. (a) Explain the steps you will suggest to design an effective salary system for a mediumsized
equipment manufacturing organization.
Or
(b) Discuss the emerging issues in compensation management

(5 x 12 = 60 marks




