Compensation and Benefits
Jun 2026 Examination


Q1. Elite Retailers Pvt. Ltd., a pan-India retail chain, recently conducted an internal audit and found inconsistencies in pay scales for similar roles across regions. Employee dissatisfaction is increasing, especially among high-performing female staff. The HR department is tasked with reviewing and standardizing compensation structures to ensure equity and compliance with statutory pay regulations like the Equal Remuneration Act. The management wants to ensure legal protection, organizational fairness, and an improvement in trust and retention rates. Apply the principles of compensation compliance to recommend a standardized compensation framework for Elite Retailers Pvt. Ltd. How can the HR team ensure both legal compliance and internal equity while addressing current employee grievances and enhancing organizational morale? (10 Marks)
Ans 1.
Introduction
Compensation inconsistency in a pan-India retail chain is both a legal liability and a cultural problem. When employees performing identical roles at different locations receive different pay, the organization violates the principle of internal equity and, when the disparity correlates with gender, runs into direct conflict with the Equal Remuneration Act, 1976, which mandates equal pay for equal work regardless of gender. For Elite Retailers, the audit finding that high-performing female staff are disproportionately dissatisfied is a red flag that suggests the inconsistency is not merely regional variation but potentially discriminatory in pattern. Addressing this requires a structured compensation framework built on job evaluation, pay band 
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Q2 (A). A large manufacturing firm operates in multiple regions with varying costs of living. Employees in high-cost areas express dissatisfaction, believing the compensation strategy lacks external competitiveness and does not address their local realities. Simultaneously, the company's centralized HR policy emphasizes uniform pay structures to reinforce a sense of fairness and internal equity. The senior HR manager asks you to assess whether the current approach best serves the organization's needs. Assess the pros and cons of maintaining standardized pay structures versus adopting geographically-adjusted compensation in a multi-regional organization. (5 Marks)
Ans 2(A).
Introduction
The tension between standardized pay and geographically adjusted compensation reflects a fundamental conflict in compensation philosophy: internal equity versus external competitiveness. For a multi-regional manufacturing firm, neither approach is universally correct, and the right answer depends on which problem is causing more harm at a given moment.
Concept and Application
Internal equity ensures that employees feel their pay is fair relative to colleagues doing similar 


Q2 (B). A tech startup recently adopted an AI-powered platform to automate payroll and compensation adjustments. While efficiency improved, employees questioned how the system uses their data and raised concerns about algorithmic bias. Regulators are also increasing scrutiny over privacy practices in AI compensation tools. Leadership must now decide whether to revisit their technology strategy, enhance transparency, or revert to manual oversight. Assess the legal and ethical implications of utilizing AI-driven compensation systems, especially concerning data privacy and potential bias. (5 Marks)
Ans 2(B).
Introduction
AI-driven compensation systems offer genuine efficiency gains, but they introduce legal and ethical risks that are not present in manually administered systems. When an algorithm determines or adjusts compensation, the basis for those decisions must meet the same standards of fairness and compliance as human decisions, and in some respects higher standards because algorithmic outputs scale much faster across a workforce.
Concept and Application
The legal and ethical concerns raised by the tech startup's employees fall into two categories: 
