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 Part A -  Answer Any Two Full Questions ( 2* 20 = 40 marks)     

1 (a) Define internal alignment. Name three factors on which internal alignment is 

based upon. 

It is the relationship between the pay structure and the design of the 

organization and the work. It focuses attention on the importance of 

designing a pay structure that supports  

Organizational strategy the workflow, is fair to employees, and directs their 

behaviours toward organizational objectives. 

 

[03] CO1 L1 

(b) Explain equity, tournament and institutional theory of internal alignment.  

Adams' Equity Theory is named for John Stacey Adams, a workplace and 

behavioral psychologist, who developed his job motivation theory in 1963. 

Much like many of the more prevalent theories of motivation (such 

as Maslow's Hierarchy of Needs  and Herzberg's Two-Factor Theory), 

Adams' Equity Theory acknowledges that subtle and variable factors affect 

an employee's assessment and perception of their relationship with their work 

and their employer. 

The theory is built-on the belief that employees become de-motivated, both in 

relation to their job and their employer, if they feel as though their inputs are 

greater than the outputs. Employees can be expected to respond to this is 

different ways, including de-motivation (generally to the extent the employee 

perceives the disparity between the inputs and the outputs exist), reduced 

effort, becoming disgruntled, or, in more extreme cases, perhaps even 

disruptive. 

Tournament theory is the theory in personnel economics used to describe 

certain situations where wage differences are based not on marginal 

productivity but instead upon relative differences between the individuals. 

This theory was invented by economists Edward Lazear and Sherwin Rosen.  

 

[07] CO1 L2 

(c) Analyze the strategic choices in designing internal structures.   

 Tailored VS Loosely Coupled 

[10] CO3 L4 

http://psycnet.apa.org/index.cfm?fa=search.displayRecord&uid=1964-04111-001
https://www.mindtools.com/pages/article/newLDR_92.htm
https://www.mindtools.com/pages/article/newTMM_74.htm
https://en.wikipedia.org/wiki/Personnel_economics
https://en.wikipedia.org/wiki/Marginal_productivity
https://en.wikipedia.org/wiki/Marginal_productivity
https://en.wikipedia.org/wiki/Edward_Lazear
https://en.wikipedia.org/wiki/Sherwin_Rosen


Page 2 of 5 

 Hierarchical VD Egalitarian 

 

     

2 (a) Define pay differential? In which type of structure pay differentials are higher?  

Pay differentials are conditions for which an employer is willing to 

compensate an employee with additional pay to get them to take certain 

assignments. 

 

[03] CO1 L1 

(b) Discuss various factors effecting in internal pay structures.  

 

[07] CO1 L2 

(c) Evaluate with examples the three strategic perspectives of pay. 

 Strategy  

 Workflow  

 Motivation 

[10] CO3 L5 

     

3 (a) Define internal pay structure? Explain with example.   

Decision on how to pay each level  

  

 

[03] CO1 L1 

(b) Explain with example the types of compensation management systems. 

 
 

[07] CO2 L2 

(c) Illustrate the steps to formulate a compensation strategy.  [10] CO3 L4 
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 Part B - Compulsory (01*10=10 marks)    

4  Read the case and answer questions given at the end of the case study.     

(a) 
 

 
 

 CO3 L5 
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Questions 

1. Evaluate the orchestra’s pay structure in terms of levels and differentials.  

2. Why does violinist I receive more than oboist and trombonist? 

Summarize the factors explaining the difference.  

3. How well do equity and tournament models apply here? Justify you 

answer.  

 

Answers to case are dependent on student’s discretion.  
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Cognitive level KEYWORDS 

L1 list, define, tell, describe, recite, recall, identify, show, label, tabulate, quote, name, who, when, where, etc. 

L2 describe, explain, paraphrase, restate, associate, contrast, summarize, differentiate interpret, discuss 

L3 
calculate, predict, apply, solve, illustrate, use, demonstrate, determine, model, experiment, show, examine, 

modify 

L4 classify, outline, break down, categorize, analyze, diagram, illustrate, infer, select  

L5 
grade, test, measure, defend, recommend, convince, select, judge, support, conclude, argue, justify, compare, 

summarize, evaluate 

L6 design, formulate, build, invent, create, compose, generate, derive, modify, develop, integrate 

 

 

 

 
 

 

 

 

 

 

 

 

 

 
 

Course Outcomes 

P
O
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P
O

2
 

P
O

3
 

P
O

4
 

P
O

5
 

P
O

6
 

P
O

7
 

 

CO1: 

Gain insights of various conceptual aspects 

of Compensation and Benefits to achieve 

organizational goals 

1a, 

1 b, 

2a, 

3a   

2b,       

CO2: 

Determine the performance based 

compensation system for business 

excellence and solve various cases 

 3b      

CO3: 

Designing the compensation strategies for 

attraction, motivation and retaining high 

quality workforce. 

 

1c, 

2c, 

3c 

   
4 a, 

b, c  
 

CO4: 

Understand the Legal & Administrative 

Issues in global compensation to prepare 

compensation plan, CTC, wage survey and 

calculate various bonus. 

       

PO1 - Knowledge application; PO2 - Analytical and logical thinking; PO3 - Team work; 

PO4 - Leadership; PO5 - life-long learning; PO6 - Analyze and practice aspects of business; PO7- Personal and Societal 

growth;  


