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Ql. Read lhe case sludy and :rns\rer the qucs(ion\ given bclo$.

Financial Servi(e Comlrany - Incentive Siatdiir
A financial services conpany, based in Sri l_anka. *,as ir\.olvecl in the mar.ketnrg of rarious
finanoial producrs like inveslrnent alld Insurarce proalucrs. It was also involved in stock _

broking activities haviDg around 5,000 employees in its 245 brnnches all over thc country. lhe
company had atta;rcd ihe leadership position jn all acaivities undeftaken by it. Even though it
was a sunrise indusrry, the nalure of i dustry was such that i1 was morc inlluence{:l bv thc
market sentiment.

The company was also a competitivc pay master in the induslry. The Company had consciously
takeD care ofthe salary lcvels of various blrsiness divisions in the company as per the prevailing
praolices iD vogue. 'lhe eompensation could be classified into fixed ancl variable components.

The lixed conrponeni had elcmcnts such as basic pay, transport and medical allowances.
f'ufiher, the company also rewarded its employees based oD their perfbnnarrce, which coujd^be'.." -,..*-,
leflned as variable pa),. The variable pay rangcd fiom 80% to 100% based on the pe.tormance
and also the level at which tfie employec vas placcd.

In spite ofthe fact that the company was paying narker dri\,en salaries to its employees along
with pqlbrmance r$vards, the empl(ryees did not appear to be mofivaled to the expcoted levels.
The rcasons that came 10 the knowledge oltop matagelncrt wcre as fbllows.
Since several multinalional companies (MNC) also luve been operating in the financial
services business, thc crpectarions olthe emplolees oflhis colltpany appearcd to be qUite high.
Even though the MNC tlrough the enrployeci out \hen the markel is i| Llu$ntrcn.t, thc
entployees show much inclination toward rhc MNC as the salar] appefls to be quiae high. S.i
Laokan companies do not resort to such prxcrices uiLh rr vic* ,o p,"n"ia" lrU secujity to the
emplolie..



I

I

'Ioday the ertployees in this tector have sulficienl oppollunities ie bcal companies and other I

mullinalional irvestmcnt banking cornpanies the iop nranagelient slltLggled hard to mainiain

its $ork force despite thc $arkct odds One of the major obscrvatiotls brought was the

iroductivity levcl bad not goDe dp in propordon to ihe incroase in s^laries Since nany sUqf - "*

sinlilar enterprises had been etrlcring thc narket' lhe clemand was on a constant rire for

skilled./experienced pcrsonncl' tilc conlpetilc'r w:Ls lbund ofiering over 50 - 100 % it'rc:'\e in

tlre salary lor thc individuals alrcl poachrrg th€rn lofir lhe esublished organi4tioDs lhismade

the attritiorl mte high in thc cntire industr)'

In order to improve the prod cli\ril)_ and to rctair ilre talentcd einployees' lhe tlR Marrager aftel

a ld of clelibcrations with his senior manageme t Leam caffe up with an in(ti\'jdual inLerll\e

plan. Ihc oomparr) sel targcF for evcr i ividual to attain thc ;ndividual $o ld be elieible lor

incentive if he ltlfills targets over and abovc a particolar levcl The targols would be rcvie$ed

on a quarterl] basis keefing in !ie\ the markel condit;ons and various governmelrl regulalions

fol]ntimelolime'.llleConrpan}nadepavnrcnttolhcelpb}.eesloltheiltargesaclrieved.fol.,..

tlrc quMer in tlre sixth month Fu her' tbcre {ere a lot of wcightages the individual had to

luifili to quali! lbr the insentive llor instance' ir tlle case ()1- stock broking activily rhc

investmcnl prodrlcts. lhe employec ha'l to rcach a given level ol'perfbrmance to qrnlifl 1or fte

inceniive. The manageme t hnd conrmunicaled this Io thc Llcpa$mcnlal lkads to in tutr

cotlrmunicate the sane to the tam members 10 \ride publicily Alter one vear' 1he management

as shocked to rrotice lhal the productivily did nol go r'Lp in spirc of the weil publicized

inccnlive schcne On ih' other h^nd' man)_ lalcnted enrplolccs lelt lhe organizrrion nris in

turn, plurrged the organizaliors inlo lo\\'producli!ifv

Questions

i. Idenljf! the islues relatcd to proLluciivity and airtrition ol lalcnted peoplc i lhjs cese

slud' ( 05 Markt

what are lhe reasorrs 1br lo\\ productivit-t and high attrition ol blerled p*o':l- 
. , , ,{' ( 07 Marr ')

.



ol Lhe fact lhat Lhe incenti\e scheme \ as
Why did l}e produ$it iD not Po up rn )prre

w€tl deliberated among the senior Management team? 
( 0g Marks)

Suppose you are the head of lhe HR Division' what would be your suggestions in the

meeting to solve the above issues?
( 08 Marks)

(Totnl 28 Marks)

"Perfurmance Management is more tightly integrated with their c()ryorate and busfii.tii taiinl '^'

stategies atxdplans and ith olher h ndtlresource systems"

Define the strategic planning atrd explain how slrategic plan would be aligned with the

performance of employees at organizational level?

(05 marks)

"lrcenti|es promkes shoud be full ftled tty both emplayer and enplovee' dilferent re at'd

pragruhlme sholtLl be applie(llbt the ttiferent terels ofenployees and compensation tttltcture

thould atch economic situalion '

D€scribe the reasons for success and failue ofincentive system in an organizalion'

( 06 nlarks)

"Perfornance Appraisal Methods ate d tech iqlas thal can be used in eraluating job

petfalmance of enPlolees "

Illustrate with examples the most suitable methods of perfofilance appiaisal for the

l. School teachers

IL College teacher

TTI. Bank Teller

lV. Project tanager in a soflwale company ( 07 Matks)

(Totat 18 Marks)

I



Q3. a) The detclt4nrcnt L,f ali elfectiw in enti( Llnd canpensdtion yagrLnl is raot(d in d

conpdtt-'srisionforthe.furuicancttheroleaJkeyenpl(ryeesvillptdyinthaseexpectutians.

Brielly explair rhe role ofcompeDsation ma agemenl in on orga[ization.

( 05Marks)

b) "The stdtegic pcrspecth)e inrol.)cs thinking dbaut hotr pc.y can otsirt in achieting -
ort:.ttizdtion \uc.e\s, vhile not fuing lixdted an pay techniq es'.

Discuss the key steps io tbrmulate a comperlsalion strategy in ar crgallization.

( 06 varkt

c) Explatu the di/letences betwcen theJbllott ins Nifi ofcucepts

t. lnrcrnal F.quit) and External Equily

lL Pay Level and Pay N{;x

lll. Access Pay Discriminriion and Valuation Pay l)iscrimination

( 07 Nfarks)

(Total l8 Marks)

Q4. a) "Jab perfort)t.tnce represents lhe o trihlitian thdt in{itidu1ls nak to te otgLltlizatian thal

emplays then".

Briefly explaio the elcments ofjob pedomlance ofthe employees in an organizatioD.

( 05 Marks)

q "A 36A negree perfonnance retic\t) i! a foft alized process wherehy .tn itldiri&1al r.+:eiNes

feedhdck fran mult\le indbiduals or "rdter\" \tha rcgularb i eract \.ith the person heing

rcrievetl. catnmonly referted b as "tlE leatnet' .

How do 360 degce pcrlbrmancc rcviews afl'ecl employce altitudes. ellectivcness and

perfbrmaoce?

( 06 Marks)

c) "Conpensation tnust.liltilt the inttinsic and .itrinsic nee.ls d lhe empklee.\" Discuss this

srdr<menr \\ lllr .Uttrhlc e\anrplcs.

( 07Ma&t

(Total l8 Mark)



Q5. a) "Perfotndnce management is a process through \|hich managers ensure that employees,. -.
acti\lities and outputs contibute to the orgdnization,s goats".

Define major five criteria for measuring the effectiveness ofa perfomance management system

and biefly discuss the major methods for measuring performance oftbe employccs.

( 05 Marks)

b) "Perfot nance Apptubal Slstem that gathet data f.)r ctecLrions about remuneratrcn, truining,
pranation an l careet dewlopment o;f the emptoyees',.

Briefly describe the inlernal and extenul factors affecting Employee performance Appraisal

Sj\r.nr rn d \ ork eI\ ironmenr.

(06 Marks)

c) " Emplq)ee Vdlue Prcpositio (EVp) specifes t hdt emptalees v,il get Jiom the arydnizatian
Il/hen they hleet organizdtion's expectatians',_ Develop an EVp for a selecle{l organization of
Your choice.

( 07 Marks)

(Total 18 Mark)


