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1 Unit I - Perspectives in Human Resource Management

1.1 Introduction

Human Resource Management (HRM) is defined as the strategic approach to
manpower management in an organization. This is a function of the company
which focuses on recruiting the management to provide further information to
the employees, how to take the business to the top level. This process is really
important to today’s businesses, it studied that employees working in teams or
individually are the two main contributors which helps to succeed in the busi-
ness objectives.

Human beings are social beings and hardly ever live and work in isolation.
We always plan, develop and manage our relations both consciously and uncon-
sciously. The relations are the outcome of our actions and depend to a great
extent upon our ability to manage our actions. From childhood each and every
individual acquire knowledge and experience on understanding others and how
to behave in each and every situations in life. Later we carry forward this learn-
ing and understanding in carrying and managing relations at our workplace.
The whole context of Human Resource Management revolves around this core
matter of managing relations at work place.

Since mid 1980’s Human Resource Management (HRM) has gained acceptance
in both academic and commercial circle. HRM is a multidisciplinary orga-
nizational function that draws theories and ideas from various fields such as
management, psychology, sociology and economics.
There is no best way to manage people and no manager has formulated how
people can be managed effectively, because people are complex beings with
complex needs. Effective HRM depends very much on the causes and condi-
tions that an organizational setting would provide. Any Organization has three
basic components, People, Purpose, and Structure.

1.2 What is Human Resource Management?

HRM is the study of activities regarding people working in an organization. It
is a managerial function that tries to match an organization’s needs to the skills
and abilities of its employees.

HRM is concerned with the human beings in an organization. “The manage-
ment of man” is a very important and challenging job because of the dynamic
nature of the people. No two people are similar in mental abilities, tacticians,
sentiments, and behaviors; they differ widely also as a group and are subject to
many varied influences. People are responsive, they feel, think and act therefore
they can not be operated like a machine or shifted and altered like template in a
room layout. They therefore need a tactful handing by management personnel.
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HRM is the process of managing people of an organization with a human ap-
proach. Human resources approach to manpower enables the manager to view
the people as an important resource. It is the approach through which orga-
nization can utilize the manpower not only for the benefits of the organization
but for the growth, development and self satisfaction of the concerned people.
Thus, HRM is a system that focuses on human resources development on one
hand and effective management of people on the other hand so that people will
enjoy human dignity in their employment.

HRM is involved in providing human dignity to the employees taking into
account their capacity, potentially, talents, achievement, motivation, skill, com-
mitment, great abilities, and so on. So, that their personalities are recognized as
valuable human beings. If an organization can trust, depend and draw from their
bank account on the strength of their capital assets, they can trust, depend and
draw more on their committed, talented, dedicated and capable people. This is
what the HRM is involved in every business, managerial activity or introduc-
tion.

The principal component of an organization is its human resource or ‘peo-
ple at work’. According to Leon C. Megginson from the national point of view
Human Resources as, “the knowledge, skills, creative abilities, talents and apti-
tudes obtained in the population; whereas from the . view point of the individual
enterprise, they represent the total of inherent abilities, acquired knowledge and
skills as exemplified in the talents and aptitudes of its employees.”

Human resource has a paramount importance in the success of any organi-
zation because most of the problems in organizational setting are human and
social rather than physical, technical or economical failure. In the words of
Oliver Shelden, “No industry can be rendered efficient so long as the basic fact
remains unrecognized that it is principally human.”

Human Resources Management is concerned with the “people” dimension
in management. Since every organization is made up of people acquiring their
services, developing their skills, motivating them to high level of performance
and ensuring that they continue to maintain their commitment to the organi-
zation are essential to achieve organizational objectives. This is true regardless
of the type of organization, government, business, education, health, recreation
or social action. Getting and keeping good people is critical to the success of
every organization, whether profit or non-profit, public or private.
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1.2.1 Definitions of HRM

There are two different definitions. The first definition of HRM is that “It is the
process of managing people in organizations in a structured and thorough man-
ner.”(4) 5This covers the fields of staffing (hiring people), retention of people,
pay and perks setting and management, performance management, change man-
agement and taking care of exits from the company to round off the activities.
This is the traditional definition of HRM which leads some experts to define it
as a modem version of the Personnel Management function that was used earlier.

The second definition of HRM encompasses “The management of people in
organizations from a macro perspective, i.e. managing people in the form of
a collective relationship between management and employees.” This approach
focuses on the objectives and outcomes of the HRM functions. It means that
the HR function in contemporary organizations is concerned with the notions of
people enabling, people development and a focus on making the “employment
relationship” fulfilling for both the management and employees.

In simple words, Human resource management is management function that
helps manager to recruit, select, train and develop organization members. Or
HRM is a process of making the efficient and effective use of human resources
so that the set goals are achieved.

In general terms, Human Resource Management is “concerned with the peo-
ple dimension in management. Since every organization is made up of people,
acquiring their services, developing their skills, motivating them to high levels
of performance and ensuring that they continue to maintain their commitment
to the organization are essential for achieving organizational objectives. This
is true regardless of the type of organization government business, Education,
Health, regression or social action.”

In the words of Dunn and Stephens, “The HRM is the process of attracting,
holding and motivating all manager line and staff.”

The National Institute of Personnel Management (NIPM) of India has
defined human resource as “that part of management which is concerned with
people at work and with their relationship within an enterprise. Its aim is to
bring together and develop into an effective organization of the men and women
who make up an enterprise and having regard for the well-being of the individ-
uals and of working groups, to enable them to make their best contribution to
its success.”
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1.3 EVOLUTION OF HUMAN RESOURCE MANAGE-
MENT

Everything you need to learn about the evolution of HRM (human resource
management.) Evolution of HRM over the period of time is important for un-
derstanding the philosophy, functions, and practices of HRM that are followed
in different situations so that relevant HRM practices are evolved in the present
situation.

HRM, being a part of management discipline, has followed the pattern of de-
velopment of management because of the interrelationship of the problems of
both the fields. Human Resource Management (HRM) is relatively a very re-
cent term considered for managing human resources in an organisation. HRM
is still evolving to become an amalgam of organisational behaviour, personnel
management, industrial relations and labour legislation.

Historical Perspective of Human Resource Management

The term “human resource management” is of recent origin. In its modern
connotation, it came to be used mainly from the 1980s onwards. During ancient
times and for a long period in the medieval era, production of goods was done
mainly by skilled artisans and craftsmen. They themselves owned the tools and
instruments, produced articles and sold these in the market.

As such, the question of employer-employee or master-servant relationship did
not arise in their cases. They managed their affairs themselves and with the
help of the family members. However, many effluent craftsmen also employed
apprentices and certain categories of hired labourers. There existed a very close
relationship between the master craftsmen and the apprentices, and they them-
selves took care of the problems facing the apprentices and their family members.

A sort of human approach was involved in their relationship. After a pro-
longed period of training, many apprentices established their own enterprises,
and many others remained attached with their master craftsmen on lucrative
terms. During the medieval period, the skilled craftsmen also formed their guilds
primarily with a view to protecting the interests of their respective trades.

These guilds also determined the price of their products, the wages of the
journeymen and hired labourers, and regulated the terms and conditions of
their employment. The ancient and a major part of the medieval period also
witnessed prevalence of certain other distinct types of labourers. These com-
prised slaves, serfs and indentured labourers.
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A brief description of the manner in which they were treated and managed
will be relevant for a proper understanding of human resource management in
a historical perspective.

1. Managing Slaves:

Slaves comprised an important source of manpower in almost all ancient
civilisations. They could be sold and purchased like commodities. Their main
purchasers were the wealthy rulers, landlords, tribal chiefs and effluent business-
men. The purchasers of slaves had a rather complete control over their slaves.
The masters of the slaves took a variety of arduous work from them such as car-
rying heavy loads, rowing ships and boats, construction of buildings and forts,
digging canals, cattle-rearing and tillage of soil.

The remuneration or compensation for their efforts comprised mainly food, shel-
ter and clothing. The slaves were dealt with iron hands. They were subjected
to strict supervision, and non-compliance of the orders of their masters or su-
pervisors was generally punishable with physical tortures, and occasionally with
mutilation of their limbs and even death sentence for grave offences.

2. Managing Serfs:

Serfdom was widely prevalent in the feudal societies of the pre-and early me-
dieval era. Serfs were engaged by landlords mainly in agricultural operations
and allied activities. The landlords would usually give them a piece of land for
their habitat and often, some land for their own cultivation. In many cases, a
paltry sum of money was advanced to them in order that they could remain
attached to their masters.

In lieu of these facilities, the serfs and their family members were required
to serve their masters. The work assigned to serfs mainly comprised – tillage of
soil, cattle-rearing, domestic work and similar other activities. Many landlords
would also give them a meagre amount as wages, whether in cash or in kind.
Usually, serfs could become free after returning to their masters the habitat,
the piece of land and advances with interest. They could also be transferred to
some other landlord on payment.

Under serfdom, some measure of personal relationship existed between the land-
lords and the serfs. Many landlords often tried to solve their genuine grievances
and extended some help to those who were in distress. The feudal lords also
occasionally gave some economic inducements to their serfs in the form of ad-
ditional supply of food-grains and some money for their increased productivity
and good behaviour.
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Although the management of serfs was based on the principle of authoritari-
anism, the element of human treatment was often found in their relationship.
With the abolition of the feudal system, serfdom also came to an end. However,
some remnants of the past can still be found even today, especially in rural ar-
eas. The bonded labour system in India is comparable to the system of serfdom
prevalent in European countries during the medieval period.

3. Managing Indentured Labour:

The system of indentured labour emerged primarily with the flourishing of
mercantilism and advent of industrial revolution. The discovery of new lands
through sea and land routes led to a substantial increase in the demand of Eu-
ropean goods abroad, and at the same time, gave a fillip to the establishment
of industries in the continent.

As a consequence, trade flourished leaps and bounds, and the mercantilism’s,
taking advantage of the expanding markets, tried to accumulate as much wealth
as possible. In their quest for maximising wealth, the mercantilism’s would of-
fer attractive inducements to the artisans and skilled craftsmen for accelerating
production of goods in demand. The artisans and craftsmen responded and
they started engaging an increasing number of apprentices and hired labourers
to cope with the demand of the products.

Emergence of Modern Industrial Labour and Improvement of Sta-
tus:

Even during the periods when slavery and serfdom were rampant, there were
various categories of workers who enjoyed a certain amount of freedom in the
relationships with their employers. They were mainly skilled craftsmen and ar-
tisans and experienced apprentices. However, the composition of free workers
materially changed with the spread of industrialisation and establishment of
factories and other kinds of industrial and business establishments.

Industrialisation led to the congregation of a large number of workers at the
same establishment owned by an individual employer or a company. The em-
ployers were generally interested in maximising their profits, and callously disre-
garded human aspects in managing the affairs of their enterprises. The state also
remained a mute spectator to the miseries and sufferings of the toiling masses
of workers, primarily because of the widespread prevalence of the doctrine of
individualism and laissez faire. These situations led to further deterioration in
the conditions of industrial workers who had to face numerous problems in their
employment.
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Notable among these problems were low wages, excessive hours of work, haz-
ardous and strenuous physical working conditions, instability of employment,
and arbitrary treatment by supervisors and managers.

The industrial workers, sooner or later, came to realise that individually they
might be dispensable to the employer, but collectively, they were indispensable
as the running of the enterprise was in the interests of both. This realisation
induced them to organise and pressurise the employers and the state to take
positive steps to improve their conditions.

However, these early combinations received severe blows from the courts of
law either under common law or under special statutes such as Combination
Acts, 1799 and 1800 of England.

The conditions, however, changed during the course of time. Certain no-
table developments relevant to the management of human resources included
spread of democratic ideals and principles, growth of socialist ideas, emergence
of the concept of welfare state, strengthening of workers’ organisations, efforts
of social reformers, and changes in the size and composition of the labour force.
These developments led to substantial changes in the attitude of the employers
towards workers and the role of the state in regard to labour matters.

The state started enacting labour laws with a view to ameliorating physical
working conditions at the place of work, laying down minimum standards in
specified areas of terms and conditions of employment, making available to
workers certain welfare amenities, adopting social security measures against cer-
tain contingencies such as disablement and death resulting from work-injuries,
sickness and maternity and establishing workers’ right to form trade union and
bargain collectively with the employer.

The employers increasingly came to realise that their prerogatives of “hiring
and firing” workers at their will and unilaterally laying down the terms and
conditions of employment had been enormously encroached upon by union pres-
sures and state intervention, and it would be difficult for them to manage their
enterprises if they did not give due attention to human aspects in dealing with
their workers.

These conditions have come to exist even today, but in a greatly modified form.
Some of the more notable developments relating to human resources in modern
perspective comprise – (i) substantial change in the composition of labour force
with the entry of a large number of educated and highly skilled workers with
specialisation, (ii) greatly improved status of all categories of employees, (iii)
extensive state intervention in the domain of human resources, (iv) develop-
ment of liberal attitude of employers towards employees with major attention

Page 9



SC
SV
M
V

Department of ECE Human Resource Management

on human aspects, (v) enhancement of strength and status of unions, and (vi)
growing international deliberations and exchanges in human resources matters.

Evolution of Human Resource Management – From 19th Century till Recent
Times: Different Eras of Human Resource Management Identification of evolu-
tion of HRM over the period of time is important for understanding the philoso-
phy, functions, and practices of HRM that are followed in different situations so
that relevant HRM practices are evolved in the present situation. HRM, being
a part of management discipline, has followed the pattern of development of
management because of the interrelationship of the problems of both the fields.

Though HRM as a field of study has relatively recent origin, history of manage-
ment of people in the organizations particularly in state administration, is quite
old. However, these ancient developments could not create much impact on the
recent development of literature and practices of HRM as these developments
were concerned primarily to state administration.

Some serious thoughts were applied towards the effective utilization of labour
force in industrial organizations after the industrial revolution that started in
19th century. Since then, organized practices relating to management of people,
initially labour force and subsequently managerial personnel also, started taking
place and literature describing these practices started emerging.

From industrial revolution era to the present era, various stages to devel-
opment of management of human resource practices may be classified as follows:

1. Industrial revolution era— 19th century

2. Trade union movement era — close to the 19th century

3. Social responsibility era — beginning of the 20th century

4. Scientific management era— 1900-1920s

5. Human relations era— 1930s-1950s

6. Behavioural science era— 1950s-1960s

7. Systems and contingency approach era – 1960 onwards

8. Human resource management era — 1980 onwards

1. Industrial Revolution Era:
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The systematic development of HRM started with industrial revolution that
started during 1850s in Western Europe and USA. The industrial revolution
consisted, essentially, the development of machinery, the use of mechanical en-
ergy in production processes, and consequently the emergence of the concept of
factory with large number of workforce working together.

The factory system replaced the old cottage system. Industrial revolution
brought out a number of changes like centralized work locations with large
number of workers working together, mechanized production process, migration
of workers from their place of origin, and indirect contact between factory own-
ers and workers.

In order to manage people in the factory system of industrial revolution, three
systems of HRM were developed- recruitment of workers, training for workers,
and control of workers. However, the basic philosophy of managing workers
revolved around master-servant relationship.

2. Trade Union Movement Era:

Shortly after the emergence of factory system, workers started to organize
themselves based on their common interests to form workers’ associations which
were subsequently known as trade unions. The basic objectives of these associa-
tions were to safeguard interest of their members and to sort out their problems
which arose primarily because of employment of child labour, long hours of
work, and poor working conditions.

Later, other aspects of work such as economic problems and wages, employee
benefits and services, etc. also became issues. These trade unions started such
weapons as strikes, slowdowns, walkouts, boycotts, etc., for the acceptance of
their demands.

These activities of the trade unions forced owners and managers to adopt em-
ployee grievance handling systems, arbitration as a means of resolving conflicts
between owners/managers and workers, disciplinary practice, expansion of em-
ployee benefit programmes, holiday and vacation time, clear definition of job
duties, job rights through seniority, and installation of rational and defensible
wage structures.

3. Social Responsibility Era:
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In the first decade of 20th century, some factory owners started adopting
a more humanistic and paternalistic approach towards workers. Paternalistic
approach to labour management is based on the philosophy that labour is just
like a child and owner is just like a father and the owner should take care of his
labour just like a father takes care of his children.

Those industrialists who adopted paternalistic approach offered a number of
concessions and facilities to labour force like reduced number of work hours, im-
proved facilities at workplace, model villages to workers, etc. All these practices
led to the development of social welfare aspect of labour management. Many
critics to paternalistic approach viewed that this approach was adopted to over-
come the problems posed by labour union movement as plenty of trade unions
emerged which frequently interrupted work performance. Employers observed
that workers were going out of their control and to overcome this problem, they
implemented welfare scheme. Thus, this was a compulsion rather than a phi-
losophy.

4. Scientific Management Era:

Around the beginning of 20th century, Taylor started to find out ‘one best
way of doing thing’ based on time and motion studies. On the basis of his ex-
periments, he was able to increase workers’ productivity considerably and wrote
many papers based on these experiments and a book on scientific management.

The main principles of scientific management are:

(i) Replacing rule of thumb with science, (ii) harmony, not conflict, (iii) co-
operation, not individualism, and (iv) development of each and every person.
Scientific management techniques relevant to management of workers are- func-
tional foremanship, standardization and simplification of work, and differential
piece wage system.

5. Human Relations Era:

Around 1920s, management researchers gave a close look at the human fac-
tor at work and the variables that affected people’s behaviour. Before that,
Hugo Munsterberg wrote a book on ‘Psychology and Industrial Efficiency’ which
suggested the use of psychology in the field of personnel testing, interviewing,
attitude measurement, learning, etc.

This brief period was termed as ‘Industrial Psychology Era’. In 1924, a group
of professors from Harvard Business School, USA, began an enquiry into the
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human aspects of work and working conditions at Hawthorne plant of Western
Electric Company, Chicago.

They conducted researches from 1924 to 1932 and arrived at the conclusions
that productivity of workers depended on- (i) social factors at the workplace,
(ii) group formation and group influence, (iii) nature of leadership and supervi-
sion, and (iv) communication.

They concluded that in order to have better productivity, management should
take care of human relations besides the physical conditions at the workplace.
Consequently, the concepts of social system, informal organization, group influ-
ence, and non-logical behaviour entered the field of management of personnel.

6. Behavioural Science Era:

In contrast to human relations which assume that happy workers are produc-
tive workers, the behavioural scientists have been goal and efficiency- oriented
and consider understanding of human behaviour to be the major means to that
end. They have tried several sophisticated research methods to understand the
nature of work and the people in the work environment.

The contribution of behavioural scientists to management practices consists
primarily of producing new insights rather than new techniques. It has devel-
oped or expanded a useful way of thinking about the role of the manager, the
nature of organizations, and the behaviour of individuals within organizations.
As against human relations model, they have given the concept of human re-
source model.

Major conclusions of the contributions made by behaviouralists are as fol-
lows:

i. People do not dislike work. If they have been helped to establish objec-
tives, they will want to achieve them. In fact, job itself is a source of motivation
and satisfaction to employees.

ii. Most people can exercise a great deal of self-direction and self-control and
generate more creativity than required in their current job. Therefore, their un-
tapped potential remains unutilized.

iii. Managers’ basic job is to use untapped human potential in the organi-
zation.
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iv. Manager should create a healthy environment wherein all persons can
contribute to the best of their capacity. The environment should provide a
healthy, safe, comfortable, and convenient place to work.

v. Managers should provide opportunity for self-direction by their subordi-
nates and they must be encouraged to participate fully in all important matters.

vi. Operating efficiency can be improved by expanding subordinate influ-
ence, self- direction, and selfcontrol.

vii. Work satisfaction may improve as a ‘by-product’ of subordinates making
full use of their potential.

Behavioural science era led to the development of two-way communication,
participation of employees in decision making, joint goal-setting, group dynam-
ics, management development, and management of change in the organization.
These contributions of behavioural science era are backbone of behavioural ap-
proach of human resource management even in the present context.

7. Systems and Contingency Approach Era:

Systems and contingency approach has attracted maximum attention of thinkers
in management in the present era. It is an integrated approach which considers
management of human resources in its totality based on empirical data. The
basic idea of this approach is that analysis of any object must rely on a method
of analysis involving simultaneous variations of mutually-dependent variables.
This happens when systems approach is applied in managing human resources.

8. Human Resource Management Era:

When the factory system was applied in production, large number of workers
started working together. A need was felt that there should be someone who
should take care of recruiting, developing, and looking after welfare of these
workers. For this purpose, industrial relations department came into existence
in most of the large organizations which was concerned mostly with workers.

However, as the time passed and the complexity of managing human resources
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in large business organizations increased, the scope of industrial relations de-
partment was extended to cover supervisory staff and subsequently managerial
personnel. Industrial relations department was named as personnel department.

With the increasing competition for market share, competition for resources
including human talents, and increased knowledge in the field of managing
human resources, people were not treated merely as physiological beings but
socio-psychological beings as a prime source of organizational effectiveness and
large organizations changed the nomenclature of their personnel department to
human resource ‘department to reflect the contemporary view.

Even the American Society for Personnel Administration, the largest profes-
sional association in the field of human resource management, changed its name
to the Society for Human Resource Management in 1990. At the academic level,
similar pattern was followed and the title of personnel management course was
changed to human resource management. Since then, the expression is gradu-
ally replacing the hackneyed term ‘personnel management’.

1.3.1 History of Modern Human Resource Management

1. Early Philosophy (Before 1900):

The history of modern Human Resource Management began with the efforts
of Robert Owen. Owen is called the founder of Human Resource Management.
In 1813, he wrote a book, A New View of Society. In it he propounded the need
for better industrial relations and improvements in the service conditions. His
attitude towards workers was very cordial, liberal and paternalistic.

He got good houses constructed for his workers by the side of his factory. He
eliminated child labour and provided healthy working conditions. J.S. Mill, An-
drew Yule and Charles Bewarage, contemporaries of Robert Owen, developed
Human Resource Management as a science and supported the idea of wage in-
centives, profit sharing and labour welfare, etc.

2. Efficiency and Productivity Movement (1900-1920):

During the last year of the 19th century arrived the age of efficiency and
productivity movement. The two decades from 1900 to 1920 were the years of
scientific management movement. Taylor’s Scientific Management Thought was
accepted during this period. Taylor opposed the idea of trade unionism and
workers’ organization.
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The main contribution of these two decades has been the increase in the size
of units, introduction of scientific thinking into actions, job analysis, standards
costing, scientific selection and training of workers and the idea of mental rev-
olution.

3. Period of Welfarism and Industrial Psychology (1920- 1930):

Up to 1925, the Human Resource Management had taken a definite form.
Staff line organization became the basis of Human Resource Management. The
opposition of scientific management movement by workers introduced the need
of industrial psychology.

Industrial psychologists developed many new techniques like psychological test-
ing, interviewing, workers training and non-financial incentives. They helped to
give a professional form to Human Resource Management. The Human Resource
Management began to be realized as a profession and a specialist’s function.

4. Period of Human Relations (1930-1950):

When Prof. Elton Mayo and his companions conducted Hawthorn experi-
ments, it was the beginning of recognition of the fact that human resources
have greater influence on production than other psychical resources. A worker
must be treated as a human being. His social, psychological and moral instincts
should be fully recognized by the management.

Due to these experiments the commodity concept of labour changed to social
concept. The decade of 1940-1950 was very important for the development
of Human Resource Management. During that decade, many new techniques
were developed for the selection, training and induction of workers. The human
resource philosophy became people-oriented. Trade unions flourished and pro-
vision of fringe benefits for the workers became common.

5. Modern Times (After 1950):

The history of Human Resource Management since 1950 up to current times
is the age of modern developments. It is the period of the citizenship concept
of labour where the workers have full right to be consulted in determining the
rules and regulations under which they work.

The concept of industrial democracy has imposed many new responsibilities
upon the human resource managers of industrial houses. In modern times, Hu-
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man Resource Management is widely accepted as an independent discipline.
One finds two important developments during this period, after 1960, the Hu-
man Resource Management began to be realized as a behavioural science which
centred completely on human elements with the study of organizational be-
haviour as its main crux.

After 1970s the belief of ‘open social and industrial system’ became very popu-
lar for business organizations. In modern times, Human Resource Management
is fully recognized as a profession dealing with the management of human re-
sources. These developments widened the scope of Human Resource Manage-
ment.

Evolution of Human Resource Management – 3 Stages for the Growth of Human
Resource Management

Historically, the beginning of HRM from the writing of Robert Owen, Charles
Babbage and Henry Towde. Especially, the HRM growth was particularly
marked in the inter-war era. It has branched out specifically along the domains
of applied psychology and sociology. The latter in turn has evolved around
the concept of the “welfare state”. While the former has proceeded as the be-
havioural science movement.

Human Resource Management (HRM) is relatively a very recent term con-
sidered for managing human resources in an organisation. HRM is still evolving
to become an amalgam of organisational behaviour, personnel management, in-
dustrial relations and labour legislation.

Following stages explain the process involved for reaching to the current HRM
stage:

1. Labour Welfare Stage:

Formal beginnings of HRM may have emerged from industrial disputes and
conflicts. An enquiry on determining reasons for industrial disputes and con-
flicts gave light to several problems related to living and working conditions of
employees across industries. This enquiry highlighted limitations of businesses
that perceived human resources as machines for obtaining increased productiv-
ity and more profits at lower costs.

Workers worked long hours in strenuous working conditions that led to the for-
mation of trade unions. These trade unions focused on protecting and promoting
workers’ interests but faced resistance from the management of businesses thus
leading to industrial disputes and conflicts.
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2. Personnel Management Stage:

When labour welfare issues were provided legal assurances, organisations
began focusing on behaviour of employees at all levels at an individual, group
and overall organisational basis. A “Personnel” was appointed to manage the
employee-employer relationship by managing issues related to human resource
planning, recruitment and selection, training and development, performance and
potential appraisal, promotions, transfers, quality of working life, compensation,
compliances to labour laws and legislations.

3. HRM Stage:

Human Resource Management or HRM is a mix of labour welfare and personnel
management. HRM aims at maximising employee performance in accordance
to the objectives set by an organisation. HRM is a result of increasing organ-
isational size, changing social and cultural norms, easy access to information
(via technology) and globalisation. Accordingly, it attempts to build worker-
employees relationship more humanely through motivation, training and devel-
opment, retention, worker protection, etc.

Also, under HRM, HR managers need to obtain and incorporate knowledge
about possible changes that may affect the overall organisation. HR man-
agers thus attempt to execute relevant strategies to ensure smooth transition of
changes without disturbing inter-relationships and avoiding disputes/conflicts
within an organisation.

Evolution of Human Resource Management – From 18th Century to the Modern
Times

In today’s global and competitive environment, human resource is the key to ef-
ficient running and survival of an organisation. The concept of human resource
management has emerged from the personnel management. The term personnel
management has emerged in 1945 after the World War. During this stage, the
personnel managers distinguished themselves from other managerial functions,
and personnel function being declared as a separate managerial function.

At that time, the scope of personnel function was criticised due to the ‘hire
and fire’ policy of the organisations. The concept of HRM has evolved through
various stages of Industrial revolution, trade union, scientific management, Be-
havioural science and human relations. Hence, the concept HRM has gradually
replaced the term Personnel Management. HRM is the most appropriate name
to deal with human resource, as it highlights the significance of the human be-
ings working in an organisation.
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1.3.2 HUMAN RESOURCE MANAGEMENT IN INDIA

References about Personnel management in Arthasastra which indicates job de-
scription of supervisor and performance linked pay for gold smiths • Traditional
craftsman goods shipped to Europe • Master servant relationship in 17th cen-
tuary

1828-Robert Owen father of co-operative movement wrote a book titled as
“New view society”- Improving working conditions and work life of labourers

• After 1850 British rulers institutionalized for running the government
which leads to personnel management system

1931-Role of Royal commission of labour • Industrial revolution • Awakewning
of labour • Government attitude towards labour

1941-First tripartite labour conference

1948-Factories Act, Cultural and social changes. Changes in social value of
labour Changes in managerial value 1950-1969

III five year plans-Private and public sector projects

1990- Personnel management and IR in public sector undertakings

After 1990 the emphasis is shifted to human values and productivity through
people • Role of Public sector companies like BHEL, SAIL and SBI

• 1995 Progressive efforts of in HR

• 1997- Focus on product and customer • Leading to customer satisfaction,
bench marking, core competence, empowerment and learning organization.

• Transition of HR Labour relations,

•Personnel management

• Human resources management

• Human capital management

• Strategic HRM
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1.4 Importance of HR managers in organisations

Strategy management: This is an important aspect of any organisation and
plays a vital role in human resource management. HR managers manage strate-
gies to ensure the organisation reaches its business goals, as well as contributing
significantly to the corporate decision-making process, which includes assess-
ments for current employees and predictions for future ones based on business
demands.

Benefits analysis: HR managers work towards reducing costs, such as with
recruitment and retention. HR professionals are trained to conduct efficient
negotiations with potential and existing employees, as well as being well-versed
with employee benefits that are likely to attract quality candidates and retain-
ing the existing workforce.

Training and development: Since HR managers contribute significantly to
training and development programmes, they also play a pivotal role in strength-
ening employer-employee relationships. This contributes to the growth of em-
ployees within the company, hence enhancing employee satisfaction and produc-
tivity.

Interactivity within employees: HR managers are responsible for conduct-
ing activities, events and celebrations in the organisation which gives way to
team building opportunities. Moreover, it enhances interactivity within em-
ployees and instils a sense of trust and respect among peers.

Conflict management: The department to go to when any kind of profes-
sional conflict arises between employees is HR. They ensure that issues and
conflicts are resolved effectively, approaching the problem with an unbiased at-
titude and encouraging effective communication to reach a solution. In addition,
they help employees understand various ways of developing effective work re-
lationships and the importance of not letting personal judgement affect their
behaviour.

Establishing a healthy work culture: A healthy work culture is pivotal
in bringing out the best in employees. HR managers contribute significantly
in setting up a healthy and friendly work culture, which further translates into
better productivity among employees.

Compliance: HR professionals work towards making the organisation com-
pliant with employment laws, as well as maintaining records of hiring processes
and applicants’.
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1.5 CHALLENGES OF HUMANRESOURCEMANAGE-
MENT

Changes in socio-economic and political conditions are bound to bring about
changes in the environment within the organizations. The personnel managers
of today may find themselves obsolete because of the rapidly changing business
environment, and therefore they should constantly update their knowledge and
skills by looking at the organization‘s needs and objectives. Some of the impor-
tant challenges are:

i. Vision penetration: Evolving the right vision is an entrepreneurial or
top management function, but its utility increases immensely if it percolates,
and is understood and accepted down the line. Vision not only provides the fuel
and direction to business strategy, but also helps managers evaluate manage-
ment practices and make decisions. Penetration of vision shall therefore become
an important, integral part of man management in future.

ii. Internal environment: Creating an environment, which is responsive
to external changes, providing satisfaction to the members of the organization,
and sustaining it through culture, useful traditions, practices, and even systems,
will become another important dimension of managing managerial personnel.

iii. Change in industrial relations: The practice of IR has undergone
sea change. The notion that workers must be disciplined at the manager‘s will
have to be buried. Development of workers may need simpler and appropriate
inputs, but both the workers and managers must be managed and developed by
the same set of assumptions and HRM philosophy of the company.

iv. Building organizational capabilities: The paradigm of managing man-
agers would include not only assisting them to acquire new skills and knowledge
and to evaluate environmental changes to evolve business strategies, but also to
live in a psychological state of readiness to continually change.

v. Job design and organizational structure: In designing organizations,
we will, hopefully, soon give up uncritical acceptance of foreign concepts and
fads like quality circles, TQM, etc. Instead of these, organizational structure
and design will primarily be based on (i) task approach, i.e. understanding
of the intricacies of technology, jobs and functions to be performed to achieve
organizational tasks, and (ii) people approach, which takes cognizance of their
strengths, idiosyncrasies, aspirations and relationships at work.

vi. Increasing size of workforce: The organizations are ever increasing
in size and complexity, multiplying the number of people working therein. The
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management of an increased workforce poses serious problems and challenges
especially since the workers are becoming more conscious of their rights.

vii. Changing psycho-social system: In the traditional bureaucratic mode,
the organizations were designed to perform technical functions with strict com-
partmentalization of work functions. But in future, human participation will be
required not only in technical functions but also in establishing the democratic
humanistic system.

viii. Satisfaction of higher level needs: The workers are becoming much
aware of their higher level needs. The awareness is likely to intensify further in
the future workforce. Therefore managers would be required to evolve appro-
priate techniques of motivating the workers and getting work from them.

ix. Equalitarian social system: Major developments that have taken place in
the last four decades have been due to the desire of the organization‘s members
to have greater say and influence in organizational functioning. Thus, contem-
porary organizations are putting lesser emphasis on the hierarchical structures
and thus moving towards a more equalitarian social system. This is going to be
more common in days to come.

x. Technological advances: In the wake of technological advances new jobs
will created and many jobs will become redundant. Unemployment resulting
from modernization could be liquidated by properly assessing manpower needs
and training of redundant employees in alternate skills.

xi. Computerized information system: It will play a revolutionary role
in managerial decision making. It will also have an increasing impact in coor-
dination and at strategic levels.

xii. Changes in legal environment: To meet with the increasing changes
in the legal environment, necessary adjustments will have to be made so that
greater utilization of human resources can be achieved.

xiii. Management of human relations: The new generation workforce
comprising educated and conscious workers will ask for higher degree of partic-
ipation and avenues for self-fulfillment. It is rather difficult to motivate many
of the new generation workers than their predecessors. This is partly due to
change in their value system and higher levels of professional competency.

1.6 Inclusive growth and affirmative action

Affirmative action is a method that Human Resources uses to prevent discrim-
ination by race, religion, and gender. Inclusive growth refers to the way people
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Figure 1: Affirmative action

can contribute to the economic growth of a company and benefit from this
growth.

1.6.1 What is affirmative action?

It is a program or policy of a company that aims to eliminate discrimination
by providing equal opportunities and improving his /her profession. (education)

Affirmative action refers to policies that take factors including ”race, color,
religion, sex, or national origin” into consideration in order to benefit an un-
derrepresented group, usually as a means to counter the effects of a history of
discrimination.

Examples of affirmative action

1. Recruit a diverse manpower

2. Generate amiable work environment

3. Training and counselling

4. Disciplinary action against discrimination of any kind

1.6.2 What is Inclusive growth?

Inclusive growth approach takes a longer term perspective as the focus is on
productive employment

Examples

1. More Productive jobs will be created
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2. Economic opportunity expanded for all

• Direct income redistribution

• Increasing incomes for excluded groups

1.6.3 INCLUSIVE GROWTH AND AFFIRMATIVE ACTION OF
HR IN AN ORGANISATION

Affirmative action should provide consistent, fair and ethical leadership to meet
present and future HR challenges.

NEW TRENDS IN HUMAN RESOURCE MANAGEMENT

• Attitude Surveys

• Better Communication Channels

• Change in the Work-Life

• Job Redesign

• Job Enlargement

• New approaches to compensation and rewards

• Career Planning

• Performance Appraisal

• Decentralisation

• Breaking down the hierarchical structure

• Facilitating Empowerment

• Initiating and facilitating process of change

• Enlarging the knowledge base

• Developing team spirit

• Facilitating the employees desires of self-actualisation.
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1.7 Role of HRM

The role of HRM is to plan, develop and administer policies and programs de-
signed to make optimum use of an organizations human resources. It is that
part of management which is concerned with the people at work and with their
relationship within enterprises.

Its objectives are:

(a) Effective utilization of human resources,

(b) Desirable working relationships among all members of the organizations,
and

(c) Maximum individual development.

Human resources function as primarily administrative and professional. HR
staff focused on administering benefits and other payroll and operational func-
tions and didn‘t think of themselves as playing a part in the firm‘s overall
strategy.

HR professionals have an all encompassing role. They are required to have
a thorough knowledge of the organization and its intricacies and complexities.

The ultimate goal of every HR person should be to develop a linkage between
the employee and organization because employee‘s commitment to the organi-
zation is crucial.

The first and foremost role of HR personnel is to impart continuous educa-
tion to the employees about the changes and challenges facing the country in
general and their organization in particular. The employees should know about
the balance sheet of the company, sales progress, and diversification of plans,
share price movements, turnover and other details about the company. The
HR professionals should impart such knowledge to all employees through small
booklets, video films and lectures.

The primary responsibilities of Human Resource managers are:

• To develop a thorough knowledge of corporate culture, plans and policies.

• To act as an internal change agent and consultant

• To initiate change and act as an expert and facilitator

• To actively involve in company‘s strategy formulation

• To keep communication line open between the HRD function and individ-
uals and groups both within and outside the organization
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• To identify and evolve HRD strategies in consonance with overall business
strategy.

• To facilitate the development of various organizational teams and their
working relationship with other teams and individuals.

• To try and relate people and work so that the organization objectives are
achieved efficiently and effectively.

• To diagnose problems and determine appropriate solution particularly in
the human resource areas.

• To provide co-ordination and support services for the delivery of HRD
programmes and services

• To evaluate the impact of an HRD intervention or to conduct research so
as to identify, develop or test how HRD In general has improved individual
and organizational performance.

According to Dave Ulrich HR play‘s four key roles.

1. Strategic Partner Role-Turning strategy into results by building or-
ganizations that create value;

2. Change Agent Role- making change happen, and in particular, help
it happen fast

3. Employees Champion Role—managing the talent or the intellectual
capital within a firm 4. Administrative Role—Trying to get things to happen
better, faster and cheaper. The role HR in organizations has undergone an
extensive change and many organizations have gradually oriented themselves
from the traditional personnel management to a human resources management
approach.

The basic approach of HRM is to perceive the organization as a whole. Its
emphasis is not only on production and productivity but also on the quality of
life. It seeks to achieve the paramount development of human resources and the
utmost possible socio-economic development.

Current Classification of HR roles
According to R.L Mathis and J. H. Jackson (2010) several roles can be fulfilled
by HR management. The nature and extent of these roles depend on both what
upper management wants HR management to do and what competencies the
HR staff have demonstrated. Three roles are typically identified for HR.
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Figure 2: Role of HRM

1. Administrative Role ofHR

The administrative role of HR management has been heavily oriented to ad-
ministration and record keeping including essential legal paperwork and policy
implementation. Major changes have happened in the administrative role of
HR during the recent years. Two major shifts driving the transformation of the
administrative role are: Greater use of technology and Outsourcing.

Technology has been widely used to improve the administrative efficiency of
HR and the responsiveness of HR to employees and managers, more HR func-
tions are becoming available electronically or are being done on the Internet
using Web-based technology.Technology is being used in most HR activities,
from employment applications and employee benefits enrollments to e-learning
using Internet-based resources. Increasingly,many HR administrative functions
are being outsourced to vendors.This outsourcing of HR administrative activities
has grown dramatically in HR are as such as employee assistance (counseling),
retirement planning, benefits administration, payroll services, and out place-
ment services.

2. Operational and Employee Advocate Role for HR

HR managers manage most HR activities in line with the strategies and
operations that have been identified by management and serves as employee
—champion‖for employee issues and concerns.

HR often has been viewed as the —employee advocate‖in organizations.
They act as the voice for employee concerns, and spend considerable time on
HR —crisis management, dealing with employee problems that are both work-
related and not work-related. Employee advocacy helps to ensure fair and eq-
uitable treatment for employees regardless of personal background or circum-
stances.
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Some times the HR‘s advocate role may create conflict with operating managers.
However, without the HR advocate role, employers could face even more lawsuits
and regulatory complaints than they do now.The operational role requires HR
professionals to cooperate with various departmental and operating managers
and supervisors in order to identify and implement needed programs and poli-
cies in the organization. Operational activities are tactical in nature.Compliance
with equal employment opportunity and other laws is ensured, employment ap-
plications are processed, current openings are filled through interviews, super-
visors are trained, safety problems are resolved, and wage and benefit questions
are answered. For carrying out these activities HR manager matches HR activ-
ities with the strategies of the organization.

3. Strategic Role for HR

The administrative role traditionally has been the dominant role for HR.
However, as Figure 1.4 indicates that a broader transformation in HR is needed
so that significantly less HR time and fewer HR staffs are used just for clerical
work.

Differences between the operational and strategic roles exist in a number of
HR areas.The strategic HR role means that HR professionals are proactive
in addressing business realities and focusing on future business needs,such as
strategic planning, compensation strategies,the performance of HR, and mea-
suring its results. However,in some organizations, HR often does not play a
key role in formulating the strategies for the organization as a whole; instead it
merely carries them out through HR activities.

Many executives, managers, and HR professionals are increasingly seeing the
need for HR management to become a greater strategic contributor to the
—business‖ success of organizations. HR should be responsible for knowing
what the true cost of human capital is for an employer. For example, it may cost
two times key employees‘annual salaries to replace them if they leave.Turnover
can be controlled though HR activities, and if it is successful in saving the com-
pany money with good retention and talent management strategies,those maybe
important contributions to the bottom line of organizational performance.

The role of HR as a strategic business partner is often described as —having
a seat at the table,‖ and contributing to the strategic directions and success
of the organization. That means HR is involved in devising strategy in addi-
tion to implementing strategy. Part of HR‘s contribution is to have financial
expertise and to produce financial results, not just to boost employee morale
or administrative efficiencies. Therefore, a significant concern for chief financial
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officers(CFOs)is whether HR executives are equipped to help them to plan and
meet financial requirements.

However, even though this strategic role of HR is recognized, many organiza-
tions still need to make significant progress toward fulfilling it. Some examples
of areas where strategic contributions can be made by HR are:

• Evaluating mergers and acquisitions for organizational —compatibility,‖structural
changes, and staffing needs

• Conducting workforce planning to anticipate the retirement of employees
at all levels and identify work force expansion in organizational strategic
plans

• Leading site selection efforts for new facilities or transferring operations
to international outsourcing

• locations based on workforce needs

• Instituting HR management systems to reduce administrative time, equip-
ment, and staff by using HR technology

• Working with executives to develop a revised sales

• compensation and incentives plan as new products

It is the era when for the competitive triumph of the organization there is
a need to involve HRM significantly in an integrated manner, which demands
such capabilities from the HR specialists.

The role of HR shifted from a facilitator to a functional peer with competencies
in other functions,and is acknowledged as an equal partner by others.The HR
is motivated to contribute to organizational objectives of profitability and cus-
tomer satisfaction, and is seen as a vehicle for realization of quality development.
The department has a responsibility for monitoring employee satisfaction,since
it is seen as substitute to customer satisfaction.

According to McKinsey‘s 7-S framework model HR plays the role of a cata-
lyst for the organization. According to this framework, effective organizational
change is a complex relationship between seven S‘s. HRM is a total matching
process between the three Hard S‘s(Strategy, Structure and Systems) and the
four Soft S‘s(Style, Staff, Skills and Super-ordinate Goals). Clearly, all the S‘s
have to complement each other and have to be aligned towards a single corpo-
rate vision for the organization to be effective. It has to be realized that most
of the S‘s are determined directly or indirectly by the way Human Resources
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are managed, and therefore, HRM must be a part of the total business strategy.

1.8 HR Management Policies

Human resource policies are the formal rules and guidelines that businesses put
in place to hire, train, assess, and reward the members of their workforce. These
policies, when organized and disseminated in an easily used form, can serve to
preempt many misunderstandings between employees and employers about their
rights and obligations in the business place. It is tempting, as a new small busi-
ness owner, to focus on the concerns of the business at hand, and put off the task
of writing up a human resource policy. All business analysts and employment
lawyers will advise a new business owner to get a policy down on paper, even if
it is a simple one drafted from a boilerplate model. Having policies written is
important so that it is clear to all what the policies are and that they are applied
consistently and fairly across the organization. Moreover, when issues concern-
ing employee rights and company policies come before federal and state courts,
it is standard practice to assume that the company’s human resource policies,
whether written or verbal, are a part of an employment contract between the
employee and the company. Without clearly written policies, the company is at
a disadvantage.

Small businesses–and especially business startups–can not afford to fritter
away valuable time and resources on drawn-out policy disputes or potentially
expensive lawsuits. Having a human resource policy in place from the start can
help to avoid this situation. The business owner who takes the time to establish
sound, comprehensive human resource policies will be far better equipped to
succeed over the long run than the business owner who deals with each policy
decision as it erupts. The latter ad hoc style is much more likely to produce
inconsistent, uninformed, and legally questionable decisions that may cripple an
otherwise prosperous business. For as many small business consultants state,
human resource policies that are inconsistently applied or based on faulty or
incomplete data will almost inevitably result in declines in worker morale, de-
terioration in employee loyalty, and increased vulnerability to legal penalties.
To help ensure that personnel management policies are applied fairly, business
owners and consultants alike recommend that small business enterprises pro-
duce and maintain a written record of its HR policies and of instances in which
those policies came into play.
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1.8.1 SUBJECTS COVERED BY COMPANY HR POLICIES

Small business owners should make sure that they address the following basic
human resource issues when putting together their personnel policies:

• Equal Employment Opportunity policies

• Employee classifications

• Workdays, paydays, and pay advances

• Overtime compensation

• Meal periods and break periods

• Payroll deductions

• Vacation policies

• Holidays

• Sick days and personal leave (for bereavement, jury duty, voting, etc.)

• Performance evaluations and salary increases

• Performance improvement

• Termination policies

A broad spectrum of issues can be addressed in human resource policies,
depending on the nature of the business in question. Examples of such issues
include promotion policies; medical/dental benefits provided to employees; use
of company equipment/resources (access to Internet, personal use of fax ma-
chines and telephones, etc.); continuity of policies; sexual harassment; substance
abuse and/or drug testing; smoking; flextime and telecommuting policies; pen-
sion, profit-sharing, and retirement plans; reimbursement of employee expenses
(for traveling expenses and other expenses associated with conducting company
business); child or elder care; educational assistance; grievance procedures; em-
ployee privacy; dress codes; parking; mail and shipping; and sponsorship of
recreational activities.

ADVANTAGES OF FORMAL HUMAN RESOURCE POLICIES

Small business owners who have prepared and updated good personnel man-
agement policies have cited several important ways in which they contribute to
the success of business enterprises. Many observers have pointed out that even
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the best policies will falter if the business owners or managers who are charged
with administering those policies are careless or incompetent in doing so. But
for those businesses that are able to administer their HR policies in an intelli-
gent and consistent manner, benefits can accrue in several areas:

Communication with employees A well written and thoughtfully pre-
sented human resource policy manual can establish the tone that a new business
person wishes to maintain within his or her business. Such a policy also serves
to disseminating information about what employees may expect from the com-
pany as well as what the employer expects from the employees regarding work
performance and behavior while on the job.

Communication with managers and supervisors Formal policies can be
helpful to managers and other supervisory personnel faced with hiring, promo-
tion, and reward decisions concerning people who work under them.

Time Savings Prudent and comprehensive human resource management
policies can save companies significant amounts of management time that can
then be spent on other business activities, such as new product development,
competitive analysis, marketing campaigns, etc.

Curbing litigation Members of the legal and business communities agree
that organizations can do a lot to cut off legal threats from disgruntled current
or ex-employees simply by creating–and applying–a fair and comprehensive set
of personnel policies.

1.8.2 MAKING CHANGES TO EXISTING HR POLICIES

Companies typically have to make revisions to established HR policies on a
regular basis, as the company grows and as the regulatory and business envi-
ronments in which it operates evolve. When confronted with the challenge of
updating HR policies, however, it is important for small businesses to proceed
cautiously. For example, if an employee asks the owner of a small business if
he might telecommute from his home one day a week, the owner may view the
request as a reasonable, relatively innocuous one. But even minor variations
in personnel policy can have repercussions that extend far beyond the initially
visible parameters of the request. If the employee is granted permission to work
from home one day a week, will other employees ask for the same benefit? Does
the employee expect the business to foot the bill for any aspect of the telecom-
muting endeavor–purchase of computer, modem, etc.? Do customers or vendors
rely on the employee (or employees) to be in the office five days a week? Do
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other employees need that worker to be in the office to answer questions? Is the
nature of the employee’s workload such that he can take meaningful work home?
Can you implement the telecommuting variation on a probationary basis?

Small business owners need to recognize that changes in HR policy have
the potential to impact, in one way or another, every person in the company,
including the owner. Proposed changes should be examined carefully and in
consultation with others in the organization who may recognize potential pit-
falls that other managers, or the business owner herself, may have failed to
detect. Once a change in policy is made, it should be disseminated widely and
effectively so that everyone within the business is working from the same human
resource policy at all times.

Policies are broad guidelines as to how the objectives of a business are to
be achieved. Human resource policies lay down the decision making criteria in
line with the overall purpose of the organisation in the area of Human Resource
Management.

They are developed by the HR Manager in consultation with the top manage-
ment to assist the managers at various levels to deal with the people at work.
HR Policies are continuing guidelines of the organization which are intended for
adoption in managing its people.

It represents specific guidelines to HR managers various matters concerning
employments. It states the intent of the organization about different aspects of
Human Resource management such as recruitment, promotion, compensation,
training, selections etc.

HR Policies define the conception and value of the organization on how peo-
ple and things should be treated. Therefore, it serves as a reference point when
human resources management practices are being developed or when decisions
are being made about people.

Learn about: 1. Introduction and Meaning of HR Policy 2. Characteristics
of HR Policy 3. Need 4. Types 5. Significance 6. Steps 7. Factors 8. Options
9. Responsibilities 10. Guidelines 11. Advantages.

HR Policies – Meaning

Policies are broad guidelines as to how the objectives of a business are to
be achieved. While objectives provide the ends which a manager should try
to achieve, policies provide the guidelines which he should keep in view while
achieving the ends.
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Human resource policies lay down the decision making criteria in line with
the overall purpose of the organisation in the area of Human Resource Man-
agement. They are developed by the HR Manager in consultation with the top
management to assist the managers at various levels to deal with the people at
work.

Thus, personnel policies can be interpreted as the recognised intentions of top
management with respect to efficient management of workforce.

Some examples of personnel policies are given below:

(1) The employees will not accept any gift from any supplier except for to-
ken gifts of purely nominal or advertising value.

(2) Each employee will proceed on atleast one week vacation each year.

(3) The employees will not accept any outside assignment.

HR policies cover the principles and rules of conduct governing the dealings
of the organisation with its employees, and set the tone for the administration of
personnel programs in a manner conducive to the attainment of the objectives
of the organisation.

The need for sound personnel policies stems from the fact that in order to
achieve the overall objectives of the enterprise, an atmosphere has to be cre-
ated in which optimum and spontaneous co-operation of the employees can be
achieved.

HR Policies are continuing guidelines of the organization which are intended
for adoption in managing its people. It represents specific guidelines to HR
managers various matters concerning employments. It states the intent of the
organization about different aspects of Human Resource management such as
recruitment, promotion, compensation, training, selections etc.

HR Policies define the conception and value of the organization on how peo-
ple and things should be treated. Therefore, it serves as a reference point when
human resources management practices are being developed or when decisions
are being made about people.

A good HR policy could provide generalized guidance on the approach adopted
by the organization, and therefore its employees, concerning various aspects of
employments. However, each company has a different set of circumstances, and
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so each develops an individual set of human resource policies.

HR Policies – Need

The formulation of HR policies can help an organization demonstrate, both
internally and externally, that it meets requirements for diversity, ethics and
training as well as its commitments in relation to regulation and corporate gov-
ernance of its employees.

For example, in order to dismiss an employee in accordance with employment
law requirements, amongst other considerations, it will normally be necessary to
meet provisions within employment contracts and collective bargaining agree-
ments. The establishment of an HR Policy which sets out obligations, standards
of behavior and document disciplinary procedures, is now the standard approach
to meeting these obligations.

They provide frameworks within which consistent decisions are made and pro-
mote equity in the way in which people are treated. HR policies can also be
very effective at supporting and building the desired organizational culture.

The need can be highlighted by way of following points:

1. They provide clear communication between the organization and their em-
ployees regarding their condition of employment.

2. They form a basis for treating all employees fairly and equally.

3. Policies are a set of guidelines for supervisors and managers.

4. They create a basis for developing the employee’s handbook.

5. They establish a basis for regularly reviewing possible changes affecting
employees.

6. Policies form a context for supervisor training programs and employee orien-
tation program.

HR Policies – 6 Important Types: Originated, Appealed, Imposed,
General, Specific and Written Policies and Implied Policies

The HR policies are discussed below:

1. Originated Policies – These are set-up by top management intentionally
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with a view to guiding executive pondering over various levels.

2. Appealed Policies – These policies are formulated to fulfill the requirements
of certain unusual situations which are riot found covered by the earlier policies.
Usually, such requests came from subordinates who fail to handle the cases on
the basis of the guidance offered by the existing policies.

3. Imposed Policies – As it is evident from the name of these policies these
are formed under imposition or pressure from external agencies like govern-
ment, trade associations, and unions.

4. General Policies – These policies manifests the philosophies and priorities
of the top management in formulating the broad plan for mapping out the or-
ganisation’s growth chart.

5. Specific Policies – As it is evident from their name, these policies cover
specific issues such as hiring, rewarding and bargaining. Such policies, however,
should be in line with the basic framework which is offered by the general poli-
cies.

6. Written Policies and Implied Policies – Implied policies as evident from
the behaviour of members like dress code, gentle tone while interacting with to
customers, not getting angry while at work, etc. On the other hand written
policies, spell out managerial thinking on paper so that there is very little room
for loose interpretation.

HR Policies – Top 10 Qualities

An HR policy should clearly define the attitude, outlook and trend of future
behaviour of the management towards employees. However, it should be very
simple, precise and clear. There should not be any ambiguity about it. It should
aim at improving industrial relations and contribute towards the accomplish-
ment of the organisational goals.

It should also specify the place of the workers in the organisation so that they
may feel proud of it and feel involved in the affairs of the organisation. It should
make adequate provision for the development of employees. It should also create
consciousness and generate confidence and cooperation among employees.

It should be capable of taking full advantage of the capabilities of the em-
ployees. HR policies should be in writing. They should also be flexible. They
should be distinguished from rules and procedures.

Policies should be taught. They should be controlled. Above all, the poli-
cies should be practicable.
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Thus, an ideal HR policy should have the following qualities:

i. HR policy should contribute to organisational objectives:
An ideal HR policy should be such that its implementation may help in the
accomplishment of the desired objectives of the organisation.

ii. HR policy should make the employees conscious of their impor-
tance and place in the organisation:
This makes the employees feel proud that they also have got a place in the
organisation and that the organisation realises their importance.

iii. HR policy should be in writing:
An ideal policy should be in writing. Putting policies in writing is the best way
of putting them to work. Management should not feel that written policies lead
to rigidity. Written policies eliminate vagueness and inconsistency. By more
precise communication in writing, the difficulty of communicating intentions
and desires is reduced considerably. A major management consulting firm has
summarised the importance of a written policy as follows –

It builds on proved decisions of the past, conserving executive energy for new
decisions, it creates an atmosphere in which individual actions may be taken
with confidence, it speeds administration by reducing repetition to routine, it
supports consistency of endeavour across a large group through the years. It
stabilises the enterprise. It frees top management so that more creative con-
sideration can be given to the problems of today and the new programmes of
tomorrow.

iv. HR Policy should create a sense of security:
An ideal HR policy should create a sense of security among the employees. They
should feel that the management has got a policy whereby it ensures the secu-
rity for employees.

v. HR policy should encourage cooperation between the manage-
ment and the employees:
An ideal HR policy should aim at fostering the spirit of cooperation between
employees and the management. It should create an environment in which there
is no place for suspicion or doubt against each other.

vi. HR policy should be flexible:

Although policies should not change frequently, an ideal HR policy is one which
has the element of flexibility, that is, if the objectives of major plans of the organ-
isation change, then policies should also be reconsidered to meet the changed
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circumstances. However, if an HR policy is disregarded quite often, then it
shows that the policy is not sound and it must be re-framed.

vii. HR policy should aim at creating opportunities for the devel-
opment of employees:
An ideal HR policy should aim at creating opportunities for the development of
employees. Such a policy would win the heart of the employees, and they would
work very sincerely.

viii. HR policy should be consistent:
An ideal HR policy should be consistent, otherwise it is unlikely to help in the
accomplishment of the desired objectives of the organisation. Although every-
body agrees with this contention, in practice, it is violated quite often. An HR
policy should be clear on all matters and may be suitable even in unusual sit-
uations. An ideal HR policy should have the quality of clarity, leaving nothing
to chance. It should be able to withstand unusual situations.

ix. HR policy should be controlled:
As HR policies are likely to be misinterpreted or getting obsolete, it is necessary
that they may be controlled. The job of controlling the HR policies can best be
done by the top management. It should be controlled by a top executive who is
well versed in writing, teaching, familiar with the history and operations of the
organisation and has a lot of experience of administrative work. Harold Koontz
and Cyril O’Donnell have also favoured the control of policies.

x. HR policy should be taught:
Simply issuing a policy or statement is not enough. A policy is likely to be
misunderstood or misinterpreted, and we know the consequences of a misun-
derstood policy. Hence, a policy must be explained and taught. Wherever and
whenever needed, it should be interpreted.

Thus, an ideal HR policy should have the aforesaid features to serve its de-
sired purpose.

1.9 COMPUTER APPLICATION IN HRM

The computer application in human resource management is the managerial ap-
plications of computer use which is usually known as management information
system. In case of Human Resource Management, it is known as Human Re-
source Information System (HRIS). Computer converts the data into meaningful
information needed by the manager to make decisions, planning and control.

Today HRIS is computer based information system. Manager as a decision
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maker is a processor of information. He must possess the ability to obtain the
information, store the information, process and retrieve the information and use
it for the right decision.

The use of computers in HRIS can be as follows:

(i) Job description:

Produce printouts that describe jobs according to user specifications and in-
formation input into the system. As a minimum job description includes job
title, purpose, duties and responsibilities, the computer programme should al-
low the authorised users to update and reform job descriptions.

(ii) HR planning:

It forecasts demand for key jobs as well as employee turnover and patterns
of inter organizational mobility. It can be used to project future employee and
competency needs for staffing and developing activities.

(iii) Staffing:

It refers to recruitment, selection and placement functions and can include the
following modules.

• Applicant tracking: - It tracks key information on job applicants and other
relevant selection process information.

• Job posting: - It provides a listing of open jobs within the organization. The
listing typically identifies title of the job, job location, primary responsibilities
and job requirements.

Job requirements analysis: - This is the analysis ofjob duties and responsi-
bilities to identify competencies that predict effective job performance.

• Job - person matching: - This is comparision of competency assessments
of candidates with competency requirements.

(iv) Succession planning:

It reports information on the availability of competent candidates for key po-
sitions. It will help in identifying candidates for each key position and the
development needs of candidates where they fall short ofthe requirements for a
target job.
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(v) Training and development reeord:-

This will help track recommended training for skill levels, training site avail-
ability, course schedules, enrollments, attendance, and completion of course,
trainer and trainee evaluation, results etc. It includes the following:

• Career planning: - Career planning helps employees in understanding job
options and compares their competencies with the competency requirements of
these jobs.

• Development needs analysis: - This type of analysis helps identify employ-
ees and employee groups that will best benefit from training and development.

• Development advisor: - It provides feedback to employees by identifying gaps
between an employee’s competencies and job competency requirements of his
current job.

(vi) Performance Appraisal:

Through performance appraisal, managers know about the standing of employ-
ees performance-wise, and direct them to achieve organizational objectives and
develop their individual competencies. It can also help devise performance ap-
praisal forms based on goals, standards and competencies required for a job and
record appraisal rating for employees on goals accomplishment and competency
assessment. This all is done through following.

Performance assessment: - Through regular assessment of employees’ perfor-
mance the data about their competency can be kept up to date.

• Goals accomplishment: - Goals set beforehand, serve as mile stones. They
help in examining employees performances.

• Reward management: - It is through performance appraisal, that compen-
sation management can be turned scientific and judicious. Reasonability of
payment of perks and perquisites is justified and internal and external pay eq-
uity is satisfactorily maintained. This ultimately helps in maintaining employee
motivation and morale.

(vii) Job Evaluation:

In modem times, the computer supported job evaluation helps managers de-
termine job evaluation points, classification levels and job hierarchies.

(viii) Culture Scenario:

Employee attitude surveys provide data on composite profiles of employee con-
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cerns etc. and help managers to take appropriate actions.

1.10 Human Resources Accounting and Audit

Human resource accounting is the procedure to recognize and report the invest-
ments made in the Human Resources of an Organization that are currently not
accounted for in the conventional accounting practices. It is an expansion of
the Accounting Principles of matching the costs and revenues and of organizing
data to converse significant information. Normally, human resource Accounting
(HRA) engages accounting for the organization’s management and employees as
human capital that provides future benefits. In the human resource accounting
approach, expenditures associated with human resources are reported as assets
on the balance sheet in contrast to the conventional accounting approach which
treats costs related to a company’s human resources as expenses on the income
statement that decrease profit.

1.10.1 Concept and historical review of Human Resource Account-
ing

In the decade of 1960, many researchers developed procedures of accounting for
organizational human resource asset. It is based on the established notion that
all expenditure of human capital formation is regarded as a charge against the
revenue of the period as it does not create any physical asset. But this concept
has changed and the cost incurred on any asset (as human resources) should be
capitalized as it yields benefits quantifiable in financial terms. Human Resource
Accounting indicates accounting for people as the organizational resources. It
is the measurement of the cost and value of people to organization. It involves
measuring costs incurred by private firms and public sectors to recruit, select,
employ, train and develop employees and judge their economic value to the or-
ganization. Human resource accounting is a complicated way to determine in
financial terms the effectiveness of the personal manager activities and the use of
people in an organization. It is process of accounting people as an organization
resource. It attempts to place a value on the organizational human resources
as assets and not as expenses. This method demonstrates the investment made
by organization in the people and how the value of these people changes over
a time. The possession of employee is compared with the substitute cost from
time to time.

According to American accounting association committee, Human Resource Ac-
counting is the process of identifying and measuring data about human resource
and identifying and measuring data about human resource and communicating
this information to interested parties. Likert (1971) explained that Human
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Resource Accounting serves several purposes in an organization. It provides
cost/value information for taking management decisions about acquiring, allo-
cating, developing, and maintaining human resources in order to attain cost-
effectiveness. It permits management employees to scrutinize effectively the use
of human resources. Jasrotia (2004) emphasized the need for human resource
accounting on India. The investigator concentrated on the remarkable shift from
manufacturing to service rendering in the Indian economy where success of or-
ganizations depends on the knowledge and intellectual capabilities of personnel.
The suggestion from the research was that Indian government should make the
accounting and reporting of human resources mandatory for every organization
just like as it is adopted in Denmark from the year 2015. HRA provides ef-
fective basis of human asset control, that is, whether the asset is appreciated,
depleted or conserved. It assists in the development of management principles
by classifying the financial consequences of various practices. Main goals of Hu-
man Resource Accounting is to provide cost value information about acquiring,
developing, allocating and maintaining Reallocating and maintaining HR, en-
able management to effectively monitor the use of HR, enable management to
effectively monitor the use of HR, find whether human asset is appreciating or
depreciating, find whether human asset is appreciating or depreciating over a
period of time, assist in the development of effective management practices, to
motivate individual persons in the organization, increase their worth by train-
ing, in planning physical resource. The human resource accounting is done to
provide cost value information for making appropriate and effective manage-
ment decisions about acquiring, allocating, developing and maintaining human
resources in order to achieve cost effective organizational objectives. Leading
management scholar, Flamholtz (1979) explains the human resource accounting
model as ”psycho-technical systems” (PTS) approach to organizational mea-
surement. This approach indicated that, the two functions of measurement are
process functions in the process of measurement and numerical information from
the numbers themselves. Therefore important role of human resource account-
ing is to present numerical measures. The HRA measurement process facilitates
to increase recognition that human capital is vital to the organization’s short
and long-term productivity and expansion.

1.10.2 Uses of Human Resource Accounting

Grojer and Johansson stated that human resource accounting is a political tool
used to demonstrate mismanagement of human resource. It works as a peda-
gogical instrument for analyzing and structuring, and used as a decision making
aid to ensure that decision on HR are more rational from the management point
of view.
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Figure 3: Human Resource Accounting and Audit

1.10.3 Benefits of Human Resource Accounting

There is several advantage of using human resource accounting. These include
foresee the changes, provides different methods of testing , Increase productiv-
ity, brings high return, helps individual employee to aspire, provides scope for
advancement, throws light on the strength and weaknesses of existing workforce
and helps potential investors to judge a company.

1.10.4 Limitations of Human Resource Accounting

Human resource accounting is not easy to value human asset. It results in de-
humanizing human resource. There is no evidence. HR is full of measurement
problem. Employees and Unions may not appreciate the ideas. This process is
lack of Empirical evidence.

In India, companies do not give much consideration to issues related to hu-
man resource accounting. In India this concept is struggling for recognition and
has not been initiated as a system. Indian companies act does not necessitate
company to provide information related to workers cost in their annual report.
Though, since last decade, there is awareness toward measurement and report-
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ing of human asset. In India, Human resource accounting was first utilized in
public sector by Bharat Heavy Electrical ltd (BHEL) in financial year 1972-73.
Afterward, other organization both in public and private organization started
to provide information related to human resource in the annual report. Orga-
nizations that are using human resource accounting process are Infosys, Steel
authority of India, Southern Petrochemicals, Industries Corporation of India
Ltd, Mineral and Metals Trading Corporation of India Hindustan Zinc Ltd, As-
sociated cement Companies Ltd, Madras Refineries Ltd, Oil India ltd Oil and
Natural Gas Commission and Cement Corporation of India.

To summarize, Human resource accounting evaluates the employees’ per-
formance in terms of costs and contributions of employees. The fundamental
reason for developing HR Accounting is to reduce problems arising from the
valuation of intangible assets. HRA provides an insight on employees as assets
and a profile to the enterprise and thus improves its status. HRA investigates to
keep intelligent human capital. Human resource accounting considers human re-
sources as equivalent to other assets in the organization. They need investment
over time to make them productive. Such investment relates to the recruiting,
exercise, and development costs, which are capitalized and amortized over an
assumed probably productive life for the human resource, taking into account
attrition and eventual deterioration, HR Accounting system attempts to evalu-
ate the value of human resources of an organization in a systematic manner and
record them in the financial statement to converse their worth with changes in
time.

1.10.5 Human Resource Audit

Auditing has been a usual practice in the field of finance, particularly because it
is a constitutional obligation. However, in case of Human Resource, there is no
legal binding to implement auditing. Some of the companies favor the process
of Human Resource audits. Human resource audit is a tool which appraises
effectiveness of human resource functions of an organization.

1.10.6 Concept and scope of human resource audit:

The Human Resource Audit is an organized official process, which is designed to
investigate the strategies, policies, procedures, documentation, structure, sys-
tems and practices with respect to the organization’s human resource manage-
ment. It systematically and scientifically evaluates the strengths, constraints,
and developmental needs of the existing human resources in order to improve
organizational performance. The human resource audit is based on the principle
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Figure 4: Human Resource Audit

that human resource processes are dynamic and must constantly be redirected
and revived to remain responsive to the changing needs. Human Resource Au-
dits are not regular practices aimed at problem solving. Instead of directly
solving problems, HR audits, help in providing insights into probable causes for
existing and future dilemmas.

Human resource audit is conducted to ensure compliance, improve HR prac-
tices, train managers of company, prepare for potential government audit or
litigation, gain an understanding of department’s environment, and show a
”good faith effort and correct errors. Basic principles of audits are to identify
the Scope, develop a Questionnaire, collect Data, benchmark Findings, provide
Feedback about Results, create Action Plans and foster Climate of Continuous
Improvement.

The main intent of audit in human resource is to clarify desired practices of
HR work and roles within the organization (HR Department, Line Managers),
to establish a baseline for future improvement, to evaluate current effectiveness,
to standardize practices across multiple sites within a division or company, to
assess current knowledge and skills required of HR practitioners and to improve
performance levels to key customers within the organization.

Internal audit: The internal audit is conducted by the company’s own
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Figure 5: Human Resource Audit

staff as a part of their control activities.
External audit: The external audit is conducted by outsiders specifically

employed for this purpose. The advantage is to get the employed for this pur-
pose is unbiased evaluation by competent people of the manpower management
function.

1.10.7 Preparation for an Audit

Auditor Engagement:If using internal resource, it is better to employ them
formally with clarity on scope and select persons who are nonpolitical or those
who are not high on hierarchy. Also, if internal persons are auditing there must
be training in auditing.

Data gathering:Completion of a self-assessment questionnaire significantly
expedites the audit process and allows for better audit planning.
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Human resource audit process: The human resource audit process is
conducted in different phases. Each phase is designed to build upon the pre-
ceding phase so that the organisation will have a very strong impression of the
HR function. The general process of conducting an audit includes seven key
steps that are to determine the scope and type of audit, develop the audit ques-
tionnaire, collect the data, benchmark the findings, provide feedback about the
results, create action plans and foster a climate of continuous improvement.

Scope and type of the audit: To reveal the needed information, it is
vital to establish exactly what areas should be targeted for check. If the orga-
nization has never audited its human resource function, or if there have been
current significant organizational or legal changes, the audit team can carry out
a comprehensive review of all human resource practice areas. Alternatively, if
concerns are limited to the sufficiency of a particular process or policy, the audit
must concentrate a review of that particular area.

Develop the audit questionnaire: In next step, it is important to invest
enough time in developing a comprehensive document that obtains information
on all the subjects of the inquiry. A list of specific questions must be composed
to ensure that the questionnaire is complete.

Collect the data: The next stage includes the actual process of assessing
specific areas to collect the data about the company and its human resource
practices. Audit team members will use the audit questionnaire as tool to re-
view the specific areas identified within the range of the audit.

Benchmark the findings: To completely review the audit findings, au-
ditors must be compared with human resource benchmarks. This comparison
will offer insight into how the audit results compare against other similar size of
firms. Typical information that might be internally benchmarked includes the
company’s ratio of total employees to HR professionals, general and adminis-
trative costs, cost per new employees hired, etc. Benchmarking might include
the number of days to fill a position, average cost of annual employee benefits,
absenteeism rates.

Provide feedback about the results: In this step of the audit process,
the audit team must review the data and give feedback to the company’s hu-
man resource experts and senior management team in the form of findings and
recommendations. Findings normally are reduced to a written report with rec-
ommendations prioritised based on the risk level assigned to each item. From
this final analysis, framework for action can be developed that will help deter-
mine the order in which to address the issues raised. In addition to a formal
report, it is significantly important to examine the results of the audit with
employees in the human resource department, as well as the senior management
team, so everyone is conscious of needed changes and approvals can be obtained
promptly.
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Figure 6: Human Resource Audit

Create action plans: In this step, it is crucial actually to analyse the in-
formation identified as a result of an audit. The company must generate action
plans for implementing the changes proposed by the audit, with the findings
separated by order of importance: high, medium and low. It really increases
legal risk to conduct an audit and then fail to act on the results.

Foster a climate of continuous improvement: At the end of the audit,
it is essential to constantly observe and improve the company’s policies, pro-
cedures and practices so that the organization never stop to keep improving.
This will make certain that the company achieves and retains its competitive
advantage. In the process of continuously monitoring human resource systems,
it is to ensure that they are updated with latest information and to have follow-
up mechanisms built into every one of them. Similarly, it is important to keep
track of the audit findings/changes made, turnover, complaints filed, hotline is-
sues, employee survey results to recognize trends in the company’s employment-
related issues. Identifying problematic issues, growth areas or declining problem
spots can assist in the decision of where to allocate time, money and take pre-
ventive measures.
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1.10.8 Approaches to Human Resource Audit

There are five approaches for the purpose of evaluation of HR in any organi-
zation. These include Comparative approach, Outside authority, Statistical,
Compliance approach and Management By Objectives (MBO).

main steps of the audit is to Define desired HR practices for your organi-
zation, Assess current practices against the criterion that you have established,
Analyze the results, and establish improvement goals and take action.

Comparative approach: In this approach, the auditors identify Competi-
tor Company as the model. The results of their organization are compared with
that Company/ industry.

Outside authority approach: The auditors use standards set by an out-
side consultant as benchmark for comparison of own results.

Statistical approach: Statistical measures of performance is developed
considering the company’s existing information.

Compliance approach: Auditors review past actions to calculate whether
those activities comply with legal requirements and industry policies and pro-
cedures.

anagement by objectives (MBO) approach: This approach creates
specific goals, against which performance can be measured, to arrive at final
decision about organization’s actual performance with the set objectives.

1.10.9 Benefits of Human Resource Audit

Human resource audit has many advantages. Human resource audit helps to
find out the proper contribution of the HR department towards the organization.
It enhances the professional image of the HR department of the organization,
reduce the HR cost, motivate the HR personnel, find out the problems and solve
them smoothly, provides timely legal requirement. Human resource audit has
effective Performance Appraisal Systems and Systematic job analysis. It has
smooth adoption of the changing business attitude.

To summarize, Human resource audit denotes people and the processes that
are responsible for efficient working in organizational functions. Human resource
audit can qualify its effectiveness within an organization. Human Resource au-
dits may achieve many objectives, such as ensuring legal compliance; helping
maintain or improve a competitive advantage; establishing efficient documen-
tation and technology practices; and identifying strengths and weaknesses in
training, communications and other employment practices. Human Resource
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auditing is something that many companies do yearly, just as they audit their
financial information. This gives them an accounting of their personnel and the
efficiency with which the organization as an entity deals with its people, from
recruiting to firing. Human resource audit helps senior management to guaran-
tee compliance with wage-and-hour laws and the myriad of other employment
and benefits-related statutes. It examines the effectiveness and costs of HR
policies and practices and their role in the organizations strategic planning and
benchmark actual against desired performance and develops an action plan for
addressing shortfalls. HR audit saves money by identifying and correcting in-
efficiencies and compliance problems. This process allows a company to get a
general thought of where it stands so that it can rectify any potential problems
and plan for the future. Human Resource Accounting benefits the company to
determine how much investment it has made on its employees and how much
return it can anticipate from this asset.
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2 Unit - II THE CONCEPT OF BEST FIT EMPLOYEE

2.1 Human Resource Planning – Introduction:

Human resources undoubtedly play the most important part in the functioning
of an organization. The term ‘resource’ or ‘human resource’ signifies potentials,
abilities, capacities, and skills, which can be developed through continuous in-
teraction in an organizational setting.

The interactions, interrelationships, and activities performed all contribute
in some way or other to the development of human potential. Organizational
productivity, growth of companies, and economic development are to a large
extent contingent upon the effective utilization of human capacities.

Hence, it is essential for an organization to take steps for effective utilization
of these resources. In the various stages in the growth of an organization, effec-
tive planning of human resources plays a key role. Matching the requirements of
the job with the individual is important at all stages, including the recruitment
procedures, in this endeavour.

When organizations contemplate diversification or expansion, or when em-
ployees have to be promoted, human resource planning plays an important role.
Further, the organizational plans, goals, and strategies also require effective hu-
man resource planning.

2.1.1 Human Resource Planning – Meaning:

E.W. Vetter viewed human resource planning as “a process by which an organi-
sation should move from its current manpower position to its desired manpower
position. Through planning, management strives to have the right number and
right kind of people at the right places at the right time, doing things which
result in both the organisation and the individual receiving maximum long-run
benefit.”

According to Leon C. Megginson human resource planning is “an integrated
approach to performing the planning aspects of the personnel function in or-
der to have a sufficient supply of adequately developed and motivated people
to perform the duties and tasks required to meet organisational objectives and
satisfy the individual needs and goals of organisational members.”

Human resource planning may be viewed as foreseeing the human resource
requirements of an organisation and the future supply of human resources and-
(i) making necessary adjustments between these two and organisational plans;
and (ii) foreseeing the possibility of developing the supply of human resources
in order to match it with requirements by introducing necessary changes in the
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functions of human resource management. In this definition, human resource
means skill, knowledge, values, ability, commitment, motivation, etc., in addi-
tion to the number/of employees.

Human resource planning (HRP) is the first step in the HRM process. HRP
is the process by which an organization ensures that it has the right number
and kind of people, at the right place, at the right time, capable of effectively
and efficiently completing those tasks that will help the organization achieve its
overall objectives.

HRP translates the organization’s objectives and plans into the number of
workers needed to meet those objectives. The actual HRM process starts with
the estimation of the number and kind of people required by the organization
for the coming period.

HRP is also known by other names such as ‘Manpower Planning’, ‘Employ-
ment Planning’, ‘Labour Planning’, ‘Personnel Planning’, etc. HRP is a sub-
system in the total organizational planning. In other words, HRP is derived
from the organizational planning just like production planning, sales planning,
material planning, etc.

2.1.2 Human Resource Planning – Definition:

The organisation’s objectives and strategies for the future determine future re-
quirement of human resources. It only means that the number and mix of human
resources are reaction to the overall organisational strategy. If the intent is to
get closer to people possessing requisite qualifications, the organisation should
act quickly.

Human Resource Planning or Manpower Planning (HRP) is the process of
systematically reviewing HR requirements to ensure that the required number
of employees with the required skills is available when they are needed. Getting
the right number of qualified people into the right job is the crux of the problem
here.

In actual practice, this is not easy. Due to constant changes in labour mar-
ket conditions, qualified people possessing relevant qualifications are not readily
available. The organisation needs to go that extra mile, dig up every source
of information and exploit every opportunity that comes its way in order to
identify talent.

HRP is simply not a process of matching the supply of people (existing em-
ployees and those to be hired or searched for) with openings the organisation
expects over a given timeframe. It goes a step further in order to reach out
to right kind of people at right time, spending time, resources and energies.
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Without careful planning, advance thinking and prompt actions, it is next to
impossible to get competent and talented people into the organisation.

Human resource planning is the responsibility of both the line and the staff
manager. The line manager is responsible for estimating manpower require-
ments. For this purpose, he provides the necessary information on the basis of
the estimates of the operating levels. The staff manager provides the supple-
mentary information in the form of records and estimates.

2.1.3 Human Resource Planning – Need and Importance:

The following points highlight the need and importance of HRP in the organi-
zations:

I. Assessing Future Personnel Needs:

Whether it is surplus labour or labour shortage, it gives a picture of defective
planning or absence of planning in an organization. A number of organizations,
especially public sector units (PSUs) in India are facing the problem of surplus
labour.

It is the result of surplus labour that the companies later on offer schemes
like Voluntary Retirement Scheme (VRS) to eliminate surplus staff. Thus, it is
better to plan well about employees in advance. Through HRP, one can ensure
the employment of proper number and type of personnel.

II. Foundation for Other HRM Functions:

HRP is the first step in all HRM functions. So, HRP provides the essen-
tial information needed for the other HRM functions like recruitment, selection,
training and development, promotion, etc.

III. Coping with Change:

Changes in the business environment like competition, technology, govern-
ment guidelines, global market, etc. bring changes in the nature of the job.
This means changes in the demand of personnel, content of job, qualification
and experience needed. HRP helps the organization in adjusting to new changes.

IV. Investment Perspective:

As a result of change in the mindset of management, investment in human
resources is viewed as a better concept in the long run success of the enterprise.
Human assets can increase in value as opposed to physical assets. Thus, HRP
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is considered important for the proper planning of future employees.

V. Expansion and Diversification Plans:

During the expansion and diversification drives, more employees at various
levels are needed. Through proper HRP, an organization comes to know about
the exact requirement of personnel in future plans.

VI. Employee Turnover:

Every organization suffers from the small turnover of labour, sometime or
the other. This is high among young graduates in the private sector. This ne-
cessitates again doing manpower planning for further recruiting and hiring.

VII. Conformity with Government Guidelines:

In order to protect the weaker sections of the society, the Indian Government
has prescribed some norms for organizations to follow. For example, reserva-
tions for SC/ST, BC, physically handicapped, ex-servicemen, etc. in the jobs.
While planning for fresh candidates, HR manager takes into consideration all
the Government guidelines.

VIII. International Expansion Strategies:

International expansion strategies of an organization depend upon HRP. Un-
der International Human Resource Management (IHRM), HRP becomes more
challenging. An organization may want to fill the foreign subsidiary’s key po-
sitions from its home country employees or from host-country or from a third
country. All this demands very effective HRP.

IX. Having Highly Talented Manpower Inventory:

Due to changing business environment, jobs have become more challenging
and there is an increasing need for dynamic and ambitious employees to fill the
positions. Efficient HRP is needed for attracting and retaining well qualified,
highly skilled and talented employees.

2.1.4 Human Resource Planning – Objectives:

The main objectives of HRP are:

(i) Proper assessment of human resources needs in future.

(ii) Anticipation of deficient or surplus manpower and taking the corrective
action.
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(iii) To create a highly talented workforce in the organization.

(iv) To protect the weaker sections of the society.

(v) To manage the challenges in the organization due to modernization, re-
structuring and re-engineering.

(vi) To facilitate the realization of the organization’s objectives by providing
right number and types of personnel.

(vii) To reduce the costs associated with personnel by proper planning.

(viii) To determine the future skill requirements of the organization.

(ix) To plan careers for individual employee.

(x) Providing a better view of HR dimensions to top management.

(xi) Determining the training and development needs of employees.

2.1.5 Human Resource Planning – Organisation:

Every line manager is responsible for planning manpower of the respective de-
partment and the top management is responsible for the planning of resources for
the entire organisation. The personnel department supplies relevant information
and data to all the line managers and helps those regarding interdepartmental
transfers, promotions, demotions etc. Personnel department also helps in using
the techniques and forecasting the manpower.

Personnel department forecasts internal mobility surplus or deficit of human
resources for the entire organisation, prepares action plans regarding redeploy-
ment, redundancy, employment, development and internal mobility and submits
plans to the management at the top which either by its own or by appointing
a committee reviews departmental plans and overall plans, make necessary ad-
justments and finalises the plans. Personnel department in its turn prepares
modified plans for the departments based on finalised overall plan and commu-
nicates them to respective heads of department.

Personnel department may co-ordinate the control activity of human re-
source plan and it has to send coordinated reports to the management at the
top for actual review, control and monitor the human resource system. The
management at the top may appoint a committee consisting of heads of depart-
ment and external identification of deviations, reasons thereof and steps to be
taken to correct the deviations. The committee further helps the management
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in executing the programmes of corrections.

2.1.6 Human Resource Plan – Factors:

Several factors affect HRP. These factors can be classified into external factors
and internal factors.

External Factors:

i. Government Policies – Policies of the government like labour policy, in-
dustrial relations policy, policy towards reserving certain jobs for different com-
munities and sons-of the soil, etc. affect the HRP.

ii. Level of Economic Development – Level of economic development de-
termines the level of HRD in the country and thereby the supply of human
resources in the future in the country.

iii. Business Environment – External business environmental factors influ-
ence the volume and mix of production and thereby the future demand for
human resources.

iv. Level of Technology – Level of technology determines the kind of human
resources required.

v. International Factors – International factors like the demand for resources
and supply of human resources in various countries.

vi. Outsourcing – Availability of outsourcing facilities with required skills
and knowledge of people reduces the dependency on HRP and vice-versa.

Internal Factors:

i. Company policies and strategies – Company policies and strategies relat-
ing to expansion, diversification, alliances, etc. determines the human resource
demand in terms of quality and quantity.

ii. Human resource policies – Human resources policies of the company re-
garding quality of human resource, compensation level, quality of work-life, etc.,
influences human resource plan.

iii. Job analysis – Fundamentally, human resource plan is based on job anal-
ysis. Job description and job specification determines the kind of employees
required.
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iv. Time horizons – Companies with stable competitive environment can
plan for the long run whereas the firms with unstable competitive environment
can plan for only short- term range.

v. Type and quality of information – Any planning process needs qualitative
and accurate information. This is more so with human resource plan; strategic,
organisational and specific information.

vi. Company’s production operations policy – Company’s policy regarding
how much to produce and how much to buy from outside to prepare a final
product influence the number and kind of people required.

vii. Trade unions – Influence of trade unions regarding number of working
hours per week, recruitment sources, etc., affect the HRP.

2.1.7 Human Resource Planning at Different Levels:

Different institutions make HRP at different levels for their own purposes, of
which national level, industry level, unit level, departmental level and job level
are important.

i. National level – Generally, government at the centre plan for human
resources at the national level. It forecasts the demand for and supply of human
resource, for the entire nation.

ii. Sector level – Manpower requirements for a particular sector like agri-
cultural sector, industrial sector or tertiary sector are projected based on the
government policy, projected output/operations, etc.

iii. Industry level – Manpower needs of a particular industry like cement,
textiles, chemical are predicted taking into account the output/operational level
of that particular industry.

iv. Unit level – This covers the estimation of human resource needs of an
organisation or company based on its corporate/business plan.

v. Departmental level – This covers the manpower needs of a particular
department in a company.

vi. Job level – Manpower needs of a particular job family within depart-
ment like Mechanical Engineer is forecast at this level.

vii. Information technology – The impact of information technology on
business activities, human resource requirement and human resource plan is sig-
nificant. It requires multi skilled experts, preferably less in number.
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2.1.8 Human Resource Planning – Responsibility:

Human resource planning is the responsibility of the personnel department. In
this task, it is aided by the industrial engineering department, the top manage-
ment and the team of directors of different departments. It is mostly a staffing
or personnel function.

The overall responsibility lies with the Board of Directors because, as the
manpower planning scheme of Hindustan Lever indicates, “these members are
in a position to direct the future course of business, set appropriate goals for
the management concerned in the formulation of personnel policies.”

The personnel department’s responsibility is “to recommend relevant per-
sonnel policies in respect of manpower planning, devise methods of procedure,
and determine the quantitative aspects of manpower planning.”

The responsibilities of the personnel department in regard to manpower
planning have been stated by Geisler in the following words:

(i) To assist, counsel and pressurise the operating management to plan and
establish objectives;

(ii) To collect and summarise data in total organisation terms and to ensure
consistency with long- range objectives and other elements of the total business
plan;

(iii) To monitor and measure performance against the plan and keep the top
management informed about it; and

(iv) To provide the research necessary for effective manpower and organisa-
tional planning.

Human Resource Planning – Benefits:

Human Resource Planning (HRP) anticipates not only the required kind and
number of employees but also determines the action plan for all the functions
of personnel management.

The major benefits of human resource planning are:

i. It checks the corporate plan of the organisation.

ii. HRP offsets uncertainties and changes to the maximum extent possible
and enables the organisation to have right men at right time and in right place.
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iii. It provides scope for advancement and development of employees through
training, development, etc.

iv. It helps to anticipate the cost of salary enhancement, better benefits, etc.

v. It helps to anticipate the cost of salary, benefits and all the cost of human
resources facilitating the formulation of budgets in an organisation.

vi. To foresee the need for redundancy and plan to check it or to provide
alternative employment in consultation with trade unions, other organisations
and government through remodeling organisational, industrial and economic
plans.

vii. To foresee the changes in values, aptitude and attitude of human re-
sources and to change the techniques of interpersonal, management, etc.

viii. To plan for physical facilities, working conditions and the volume of
fringe benefits like canteen, schools, hospitals, conveyance, child care centres,
quarters, company stores, etc.

ix. It gives an idea of type of tests to be used and interview techniques in
selection based on the level of skills, qualifications, intelligence, values, etc., of
future human resource.

x. It causes the development of various sources of human resources to meet
the organisational needs.

xi. It helps to take steps to improve human resource contributions in the
form of increased productivity, sales, turnover, etc.

xii. It facilitates the control of all the functions, operations, contribution
and cost of human resources.

Human Resource Planning – Problems:

Though HRP is beneficial to the organisation, employees and trade unions,
some problems crop up in the process of HRP.

Important among them are:

1. Resistance by Employers and Employees:

Many employers resist HRP as they think that it increases the cost of man-
power as trade unions demand for employees based on the plan, more facilities
and benefits including training and development. Further, employers feel that
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HRP is not necessary as candidates are/will be available as and when required
in India due to unemployment situation. Employers’ version may be true about
unskilled and clerical staff but it is not true in the case of all other categories
as there is shortage for certain categories of human resources.

Trade unions and employees also resist HRP as they view that it increases
the workload of employees and prepares programme for securing the human re-
sources mostly from outside. The other reason for their resistance is that HRP
aims at controlling the employees through productivity maximisation, etc.

2. Uncertainties:

Uncertainties are quite prominent in human resource practices in India due
to absenteeism, seasonal employment, labour turnover, etc. Further, the uncer-
tainties in industrial scene like technological change, marketing conditions also
cause uncertainties in human resource management. The uncertainties make
the HRP less reliable.

3. Inadequacies of Information System:

Information system regarding human resources has not yet fully developed
in Indian industries due to low status given to personnel department and less
importance attached to HRP. Further, reliable data and information about the
economy, other industries, labour market, trends in human resources, etc., are
not available.

Human Resource Planning – Recent Implications:

Most of the organisations, employed human resources without proper HR
plans before 1990s. This was more acute in the public sector whose objective
was creation of employment opportunities. The absence of human resources
planning before 1990s led to the following implications in Indian companies.

(i) Overstaffing – Most of the organisations are found to be overstaffed
compared to their counterparts in other countries.

(ii) VRSI Golden-handshake – The absence of human resources plan-
ning led to overstaffing. Consequently, most of the organisations announced
VRS/Golden-handshake programmes in order to reduce the consequences of
overstaffing.

(iii) Delayering and Downsizings Most of the organisations de-layered
their organisations and announced downsizing programmes to rectify the con-
sequences of overstaffing.
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Human Resource Planning – Recent Trends:

Unfortunately, the human resource planning efforts of organizations have
often been inadequate by failing to emphasize the truly systematized approach
geared toward meeting overall objectives.

As Lopez and others have observed:

Some organizations have perceived manpower planning primarily in terms of
budgeting to control labour costs; others have viewed it as a management devel-
opment technique; still others see it as a table of back-ups and replacements for
current employees; and finally, others have viewed it as a means of establishing
a human resource information system and a personnel inventory.

Since each of these approaches is necessarily limited in scope, the state of
the art in human resource planning has limped along quite slowly.

Toward More Sophisticated Human Resource Planning:

In recent years, both personnel practitioners and researchers emphasized
some of the basic facets of personnel decision making (1) taking systems and
contingency approaches, and (2) developing more sophisticated human resource
forecasting and planning models. For example, the growth of equal employment
opportunity regulations in recent years has increased the awareness of human
resource planners of the effects of external changes on personnel systems.

The observations are in order regarding these more sophisticated approaches.
First, more complex planning systems have generally been used in larger firms.
Large organizations generally must undertake complex human resource planning
and can afford the higher costs of such approaches.

Second, although a wide range of human resource models have been devel-
oped, some of these models have ignored so many “real life” personnel variables
that they have had virtually no practical application. On the positive side,
there have been numerous quantitative models that have been very useful to
organizations.

There are a number of reasons for the recent increase in the use of more
sophisticated human resource planning models. For example, organizations sim-
ply have been growing larger and more complex, requiring more sophisticated
approaches. This has been especially true in those organizations in which inter-
dependencies have increased.

The invention and development of the computer has made possible the anal-
ysis of complex human resource problems that would previously have been so
time-consuming as to be cost prohibitive or virtually impossible to deal with by
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manual computations.

“The manpower mix in organizations had gradually come to focus around
highly skilled managerial and technical talent.” Such personnel have at times
been in short supply, and more of a lead time has been required for their train-
ing and development.

Once an integrated, well-thought-out human resource planning programme
has been initiated, managers tend to appreciate its benefits and work together
with the firm’s human resource specialists in developing viable programmes-
“they are more willing to plan in this area, if only they are shown how to begin,”

Problems with Sophistication in Human Resource Planning:

Despite these reasons for the growth of more sophisticated human resource
planning, such approaches face a number of problems:

1. There is an inherent mathematical complexity associated with efforts to
model human resource systems.

2. Always there is a lack of certainty surrounding human resource needs in
the future, coupled with the existence of an acquisition lead time for meeting
those needs. Even if an organization’s human resource planning experts were
completely uncertain about the number of operation researchers that would be
needed at a point in future, the organization would face no problems if it could
at that future time instantaneously obtain any number of such personnel to
meet its objectives.

However, lead times are needed to recruit and train new personnel and to
train and promote existing employees for new positions or assignments. Acqui-
sition lead times have become more of a problem in recent years because of the
needs for highly skilled managerial and professional personnel.

Since this trend is expected to continue in future years, the problem of ac-
quisition lead times creates forecasting difficulties for most organizations.

Finally, human resource plans must be updated more frequently in firms (or
in any of their subsystems) in which greater uncertainty exists. As one observer
has observed-

“Increasing instability and the greater uncertainties associated with certain
job requirements (e.g., research and development or marketing) indicate a re-
quirement for more up-to-date information on emerging needs. This manpower
data is increasingly subject to change, and organizational needs dictate timely
information with appropriate systems support”.
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2.2 Forecasting the Demand for Human Resources

2.2.1 Introduction

Human resource (HR) demand forecasting is the process of estimating the fu-
ture quantity and quality of people required. The basis of the forecast must be
the annual budget and long-term corporate plan, translated into activity levels
for each function and department.

In a manufacturing company, the sales budget would be translated into a
production plan giving the number and type of products to be produced in
each period. From this information, the number of hours to be worked by each
skilled category to make the quota for each period, would be computed. Once
the hours are available, determining the quality and quantity of personnel will
be the logical step.

2.2.2 FACTORS AFFECTING HR DEMAND FORECASTING

Human Resource Demand Forecasting depends on several factors, some of which
are given below.

1. Employment trends;

2. Replacement needs;

3. Productivity;

4. Absenteeism;

5. Expansion and growth

2.2.3 IMPORTANCE OF HR DEMAND FORECASTING

-
There are several good reasons to conduct demand forecasting. It can help:

1. quantify the jobs necessary for producing a given number of goods, or
offering a given amount of services;

2. Determine what staff-mix is desirable in the future;

3. Assess appropriate staffing levels in different parts of the organization so
as to avoid unnecessary costs;

4. Prevent shortages of people where and when they are needed most; and

5. Monitor compliance with legal requirements with regard to reservation of
jobs.
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2.2.4 Forecasting Techniques:

HR Forecasting techniques vary from simple to sophisticated ones. Before de-
scribing each technique, it may be stated that organizations generally follow
more than one technique. The techniques are:

1. Ratio-trend analysis

2. Regression analysis

3. Work study techniques

4. Delphi technique

5. Flow models

6. Other forecasting techniques

1. Ratio-trend Analysis
This is the quickest HR forecasting technique. The technique involves studying
past ratios, say, between the number of workers and sales in an organization and
forecasting future ratios, making some allowance or changes in the organization
or its methods.

2. Regression Analysis
This is similar to ratio-trend analysis in that forecast is based on the relation-
ship between sales volume and employee size. However, regression analysis is
more statistically sophisticated. A firm first draws a diagram depicting the re-
lationship between sales and workforce size. It then calculates regression line
– a line that cuts right through the center of the points on the diagram. By
observing the regression line, one can find out number of employees required at
each volume of sales.

Example of trend analysis –

• Production of Units : 5,000

• No. of Workers : 100

• Ratio : 100:5000 = 0.02

• Estimated Production : 8,000

• No. of Workers required : 8000 × 0.02 = 160

3. Work-study Techniques
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Figure 7: Forecasting

Work-study techniques can be used when it is possible to apply work mea-
surement to calculate length of operations and the amount of labor required.
The starting point in a manufacturing company is the production budget, pre-
pared in terms of volumes of saleable products for the company as a whole, or
volumes of output for individual departments. The budgets of productive hours
are then compiled using standard hours for direct labor. The standard hours
per unit of output are then multiplied by the planned volume of units to be
produced to give the total number of planned hours for the period. This is then
divided by the number of actual working hours for an individual operator to
show the number of operators required.

4. Delphi Techniques

Delphi Technique Named after the ancient Greek Oracle at the city of Del-
phi, the Delphi technique is a method of forecasting personnel needs. It solicits
estimates of personnel needs from a group of experts, usually managers. The
human resource planning (HRP) experts act as intermediaries, summarize the
various responses and report the findings back to the experts. The experts are
surveyed again after they receive this feedback. Summaries and surveys are
repeated until the experts’ opinions begin to agree. The agreement reached is
the forecast of the personnel needs. The distinguishing feature of the Delphi
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Figure 8: Delphi Technique

technique is the absence of interaction among experts.

5. Flow Models

Flow models are very frequently associated with forecasting personnel needs.
The simplest one is called the Markov model. In this technique, the forecasters
will:

1. Determine the time that should be covered. Shorter lengths of time are
generally more accurate than longer ones. However, the time horizon depends
on the length of the HR plan which, in tum, is determined by the strategic plan
of the organization.

2. Establish categories, also called states, to which employees can be assigned.
These categories must not overlap and must take into account every possible
category to which an individual can be assigned. The number of states can
neither be too large nor too small.

3. Count annual movements (also called ‘ flows’) among states for several time
periods. These states are defined as absorbing (gains or losses to the company)
or non-absorbing (change in position levels or employment status). Losses in-
clude death or disability, absences, resignations and retirements. Gains include
hiring, rehiring, transfer and movement by position level.

4. Estimate the probability of transitions from one state to another based
on past trends. Demand is a function of replacing those who make a tran-
sition. There are alternatives to the simple Markov model. One, called the
semi-Markov, takes into account not just the category but also the tenure of
individuals in each category. After all, likelihood of movement increases with
tenure. Another method is called the vacancy model, which predicts probabili-
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ties of movement and number of vacancies. While the semiMarkov model helps
estimate movement among those whose situations and tenure are similar, the
vacancy model produces the best results for an organization.

6. Other Forecasting Techniques

New venture analysis will be useful when new ventures contemplate em-
ployment planning. This technique requires planners to estimate HR needs in
line with companies that perform similar operations. For example, a petroleum
company that plans to open a coal mine can estimate its future employment
needs by determining employment levels of other coal mines.

2.3 Matching supply and demand

It is one of the objectives of human resource planning to assess the demand
for and supply of human resources and match both to know shortages and sur-
pluses on both the side in kind and in number. This will enable the human
resource department to know over staffing or under-staffing. Once the man-
power gaps are identified, plans are prepared to bridge these gaps. Plans to
meet the surplus manpower may be redeployment in other departments and
retrenchment in consultation, with the trade unions. People may be persuaded
to quit through voluntarily retirement. Deficit can be met through recruitment,
selection, transfer, promotion, and training plans. Realistic plans for the pro-
curement and development of manpower should be made after considering the
macro and micro environment which affect the manpower objectives of the or-
ganisation.

2.3.1 Demand Forecasting:

Demand forecasting is a quantitative aspect of human resource planning. It is
the process of estimating the future requirement of human resources of all kinds
and types of the organisation.

Factors:
Forecasting of demand for human resources depends on certain factors such as:

(1) Employment trend in the organisation for at least last five years to be
traced to determine the future needs.

(2) Organisation has to find out the replacement needs due to retirement,
death, resignation, termination etc.
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(3) Improvement in productivity is yet another factor. To improve productiv-
ity organisation needs better employees with skills and potential. Productivity
leads to growth but depends on the demands for the product of the enterprise in
the market. Higher demand may lead to more employment of skilled personnel’s.

(4) Expansion of the organisation leads to hiring of more skilled persons.
The base of human resource forecast is the annual budget. Manufacturing plan
depends upon the budget. Expansion in production leads to more hiring of skills
and technology.

Methods of Demand Forecasting:

There are three major methods of demand forecasting. They are as follows.

(1) Executive Judgment:

Executive or Managerial Judgment method is the most suitable for smaller
enterprises because they do not afford to have work study technique. Under
this method the executives sit together and determine the future manpower re-
quirements of the enterprise and submit the proposal to the top management
for approval. This approach is known as ‘bottom up’ approach.

Sometimes the members of top management sit together and determine the
needs on the advice of personnel department. The forecasts so prepared sent
for review to the departmental heads and after their consent approved the need.
This is known as ‘top down’ approach. The best way is the combination of the
two approaches. Executives at both levels equipped with guidelines sit together
and determine the human resources need of the organization.

(2) Work Load Forecasting:

It is also known as work load analysis. Under this method the stock of work-
load and the continuity of operations are determined. Accordingly the labour
requirement is determined. The workload becomes the base for workforce anal-
ysis for the forthcoming years. Here due consideration is given to absenteeism
and labour turnover. This method is also known as work study technique. Here
working capacity of each employee is calculated in terms of man-hours. Man-
hours required for each unit is calculated and then number of required employees
is calculated.

The example is given below:

(a) Planned annual production = 2, 00,000 units

(b) Standard man-hours required for each unit = 2 Hours
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(c) Planned man-hour needed for the year (a x b) = 4, 00,000 hrs.

(d) Planned annual contribution of an employee = 2000 hrs.

(e) No. of employees required ————- (c/d) = 4, 00,000/2000 = 200

This method is useful for long term forecasting.

(3) Statistical Techniques:

Long range demand forecasting for human resources is more responsive to
statistical and mathematical techniques. With the help of computers any data
is rapidly analyzed.

The following are the methods of forecasting used under this category:

(a) Ratio Trends Analysis:

Under this method the ratios are calculated for the past data related to num-
ber of employees of each category i.e. production, sales and marketing levels,
work load levels. Future production and sales levels, work load, activity levels
are estimated with an allowance of changes in organization, methods and jobs.
The future ratios are estimated. Then future human resources requirement is
calculated on the basis of established ratios. This method is easy to understand.
Value depends upon accuracy of data.

(b) Econometric Models:

Econometric models are built up on the basis of analysis of past statistical
data establishing the relationship between variables in a mathematical formula.
The variables are those factors such as production, sales, finance and other ac-
tivities affecting human resource requirement. Econometric model is used to
forecast human resource requirements based on various variables.

(c) Bureks Smith Model:

Elmer Bureks and Robert Smith have developed a mathematical model for
human resource forecasting based on some key variables that affects overall
requirement for human resources of the organisation. They have given an equa-
tion.

En = (Lagg + G) 1/x/ y

Where En = Estimated level of demand for employees
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Lagg = Turnover or overall current business activity

G = Total growth in business activity anticipated thought period ‘n’ in term
of rupees

x = Average productivity improvement from today thought planning period.

y = Conversion figure relating today’s overall activity to required employees.

This method is used when the values of G, x and y are accurate. To obtain
the values of G, x and y different statistical techniques are used.

(d) Regression Analysis:

Regression analysis is used to forecast demand for human resources at some
point of time in future by using factors such as sales, production services pro-
vided etc. This method is used when independent and dependent variables are
functionally related to each other. Nowadays computers are used to solve re-
gression equations for demand forecasting.

2.3.2 Supply Forecasting:

Supply forecasting means to make an estimation of supply of human resources
taking into consideration the analysis of current human resources inventory and
future availability.

Existing Inventory:

The first step in supply forecasting is to take a stock of existing HR inven-
tory as follows.

(a) Head Count:

Count of the total number of people available department-wise, sex- wise,
designation-wise, skill-wise, pay roll-wise etc.

(b) Job Family Inventory:

It consists to number and category of employees of each job family i.e. the
jobs related to same category like office staff, sales and marketing staff, produc-
tion staff, maintenance and industrial engineers, quality control engineers etc.

(c) Age Inventory:
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It consists of age-wise number and category of employees. This gives us age
composition of human resources. Dynamism, creative abilities innovativeness
is present in young employees while making of proper judgment and display of
maturity is shown by elderly employees.

Organisations prefer both young and old employees. Human resource plan-
ning should give due consideration to age-wise human resource mixing young
and old employees in due proportions.

(d) Inventory of skill, experience, values and capabilities:

Organisation should take a stock of present inventory of skill, employees with
number of years of experiences (10 yrs, 15-yrs, 20 yrs and more etc.), values and
capabilities.

(e) Inventory of Qualifications and Training:

This consists of educational qualifications of the employees academic and
technical and special qualifications if any and the training received by the em-
ployees.

(f) Inventory of Salary grades:

This includes pay and allowance-wise and total emoluments-wise stock tak-
ing.

(g) Sex wise Inventory:

Inventory of male and female employees of the organisation.

(h) Local and Non-Local-wise Inventory:

It includes the stock of local employees and the employees belonging to other
areas such as different states of India.

(i) Inventory of Past Performance and Future Potentialities:

There are several human capacities or potentials required for performing jobs
at the workplace. Requirement of these along experience need to be taken into
consideration while taking stock of human resource inventory.

Sources of Supply:

Estimation of supply of human resources depends upon internal and external
sources.
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Internal Factors:

Internal source of supply of human resources include the output from estab-
lished training programme for employees and management development pro-
grammes for executives and the existing reservoirs of skills, potentials, creative
abilities of the organisation.

External Factors:

External factors can be grouped into local and national factors.

(a) Local Factors:

Local factors include the following:

(1) Population densities within the reach of enterprise.

(2) Current and future wage and salary structure from other employers.

(3) Local unemployment level.

(4) Availability of employees on part time, temporary and casual basis.
(5) The output from local educational institutions and training institutions

managed by government and private establishments.

(6) Local transport and communication facilities.

(7) Availability of residential facilities.

(8) Traditional pattern of employment locally and availability of human re-
sources with requisite qualifications and skills.

(9) The pattern of migration and immigration.

(10) The attraction of the area as a better place to reside.

(11) The attraction of a company as a better workplace and company as a
good paymaster.

(12) The residential facilities, educational health and transport facilities.

(13) The regulations of local government in respect of reservation of back-
ward and minorities communities.

(b) National Factors:
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National factors include the following:

(1) Trends in growth of working population of the country.

(2) National demands for certain categories of human resources such as tech-
nical and management professionals, computer professionals, medical practition-
ers, technicians, secretaries, craftsmen, graduates etc.

(3) The output from universities, technical and professional institutions.

(4) Impact of changes in educational patterns.

(5) Cultural patterns, social norms and customs.

(6) Impact of government training schemes.

(7) Impact of government policies in respect of employment regulations.

(8) Migration and immigration patterns.

(9) Impact of national educational facilities.

The net human resource requirement depends upon the human resource re-
quirement of the organization for future i.e. demand forecasting and the total
supply of human resources available.

2.4 Recruitment

2.4.1 What is recruitment?

Recruitment refers to the process of identifying, attracting, interviewing, select-
ing, hiring and onboarding employees. In other words, it involves everything
from the identification of a staffing need to filling it.

Depending on the size of an organization, recruitment is the responsibility
of a range of workers. Larger organizations may have entire teams of recruiters,
while others only a single recruiter. In small outfits, the hiring manager may be
responsible for recruiting. In addition, many organizations outsource recruiting
to outside firms. Companies almost always recruit candidates for new positions
via advertisements, job boards, social media sites, and others. Many companies
utilize recruiting software to more effectively and efficiently source top candi-
dates. Regardless, recruitment typically works in conjunction with, or as a part
of Human Resources.
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Recruitment is another important function in Human Resource management.
Simply the R means, the process of identifying and attracting a suitable staff
to the organization.

2.4.2 What is recruiting in HRM?

Human Resource Management, otherwise known as HRM or HR for short, is the
function of people management within an organization. HR is responsible for fa-
cilitating the overall goals of the organization through effective administration of
human capital — focusing on employees as the company’s most important asset.

Recruitment is the first step in building an organization’s human capital. At
a high level, the goals are to locate and hire the best candidates, on time, and
on budget.

2.4.3 Definition of Recruitment

Recruitment refers to the process of identifying and attracting suitably quali-
fied people to apply for a particular employment. Basically, it is a function that
relates to job seekers as well as the job offers.

Mathis Jackson defined recruitment as a process of generating a pool of
qualified applicants for organizational jobs.

According to the Decenzo and Robbins recruitment is the process of discov-
ering the potential for actual or anticipated organizational vacancies.

2.4.4 Importance of Recruitment

The recruitment function is so important to the organization in many ways. So
this function plays a vital role in Human Resource management.

• The organization will able to acquire a pool of suitably qualified job seek-
ers.

• Efficiency and effectiveness increases

• Efficiency and effectiveness increases

• The quality of the product or service will increase because of the suitable
pool of people.

• Easy to conduct further Training Development programs

• The quality of human resources depends on the successful performance of
recruitment.
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Figure 9: Recruitment process

2.4.5 What does recruitment involve?

While the recruitment process is unique to each organization, there are 15 es-
sential steps of the hiring process. We’ve listed them here, but for a detailed
exploration of these steps, check out our page on Hiring Process Steps:

• Identify the hiring need

• Identify the hiring need

• Devise a recruitment plan

• Write a job description

• Advertise the position

• Recruit the position

• Review applications

• Phone Interview/Initial Screening

• Interviews

• Applicant Assessment

• Background Check

• Decision

• Reference Check
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• Job offer

• Hiring

• Onboarding

2.4.6 Recruitment Process

When it comes to the Recruitment process, mainly there are 7 steps including
identify job vacancies, determine job requirements, consider factors affecting R,
prepare a job application form, select the methods of R, implementing, and
finally evaluating. Let’s discuss each step in this process.

Identify job vacancies

As the first step in the Recruitment Process, the entity needs to clarify what
type of employees they need for employment. By using Human Resource Plan-
ning they identify present and future vacancies (by analyzing employee demand
supply). Also, some types of vacancies to be filled for a particular period of time.

In addition to that, sometimes an organization needs employees because of
special requests made by departments or unit managers, due to unexpected res-
ignations, deaths or retirements, etc.

Determine job requirements

After identifying job vacancies, the entity needs to ascertain the job require-
ments of those identified job vacancies. Job requirements mean some special job
characteristics, required qualifications or qualities to be posed by the needed
person to perform the employment.

Some jobs need special requirements and some other jobs don’t need any
special requirements. Therefore determining job requirements is a must for
preparing the right recruitment message.

Consider factors affecting Recruitment

There are several factors that affect the recruitment process. The factors in-
clude organization R policies, cost, employee market condition, type of needed
employees, and the time constraint.

The organization’s R policy can be divided into two ways such as internal R
policy and external R policy. An internal recruitment policy refers to acquiring
candidates to fill job vacancies within the organization and the external recruit-
ment policy means acquiring candidates to fill job vacancies from outside of the
organization.
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When doing this R process, the HR managers need to consider the cost.
Because they have to do this process under a certain budget. The cost that
incurs in attracting people is the influence on the R function.

Also when doing the recruitment process, the entity needs to consider em-
ployee market conditions. It is very difficult to hiring people when there is a
strong economy and, with a weak economy, there will be a surplus of applicants.

The organization needs a different type of employees to operate business
functions (finance, operations, marketing, RD, HRM). So this will affect the
scope of the recruitment effort.

Prepare job application form

The job application form is prepared by the organization to collect related
information about job applicants in a formal way.

By the way, this step may not apply to all types of jobs. Because most of
the time the job application forms are prepared by the job applicants and also
application form is one of the methods of selecting the suitable person for the
organization. Therefore it should be prepared carefully. The main aspects of
a job application form are The required information, Arrangements, and Filling.

2.4.7 Select the method or methods of R

Mainly, R methods can be represented as internal recruitment methods and ex-
ternal recruitment methods. Organizations use one of these methods or both
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methods to acquire a pool of suitable people for the organization.

Some internal Recruitment methods are as follows

• Notifying job vacancies on org; notice boards

• Organization magazines

• News letters

• Skill management inventories

• Intranet

• Succession plans

And also the external recruitment methods can be represented as follows

• Advertising

• Internet

• Trade unions

• Employee referrals

• Pre- applicants

• Past employees

• Educational institutions

• Employment agencies

• Executive search firms

Implementation In this step, all of the decisions which took in the above
steps are implemented. It means, identifying job vacancies, determining job re-
quirements, considering factors, selecting appropriate methods are implemented
in this step.

Evaluation After all steps, the success of the R process can be decided in
this step. By evaluating the R process, the entity will able to collect the follow-
ing details.

• The ratio of qualified recruits and unqualified recruits

• The cost per recruiter

• Number of recruiter per method

• The number of recruiters within a particular duration.

• Advertising
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2.4.8 Types of recruiting

There are several types of recruiting. Here’s an overview:

Internal Recruiting: internal recruiting involves filling vacancies with ex-
isting employees from within an organization.

Retained Recruiting: When organization hire a recruiting firm, there are
several ways to do so; retained recruiting is a common one. When an organi-
zation retains a recruiting firm to fill a vacancy, they pay an upfront fee to fill
the position. The firm is responsible for finding candidates until the position
is filled. The organization also agrees to work exclusively with the firm. Com-
panies cannot, in other words, hire multiple recruiting firms to fill the same
position.

Contingency Recruiting: like retained recruiting, contingency recruiting
requires an outside firm. Unlike retained recruiting, there is no upfront fee with
contingency. Instead, the recruitment company receives payment only when the
clients they represent are hired by an organization.

Staffing Recruiting: staffing recruiters work for staffing agencies. Staffing
recruiting matches qualified applicants with qualified job openings. Moreover,
staffing agencies typically focus on short-term or temporary employment posi-
tions.

Outplacement Recruiting: outplacement is typically an employer-sponsored
benefit which helps former employees transition into new jobs. Outplacement
recruiting is designed to provide displaced employees with the resources to find
new positions or careers.

Reverse Recruiting: refers to the process whereby an employee is encour-
aged to seek employment with a different organization that offers a better fit
for their skill set. We offer Reverse Recruiting Days to help workers with this
process. At our Reverse Recruiting Days we review resumes, conduct mock
interviews, and offer deep dives into specific job roles. Click here for more in-
formation.

Tips for effective recruiting

Recruitment is a nuanced process that requires extensive research, thorough
procedures, and finesse in order to produce high-quality hires with regularity.
With that in mind, here are out top-three tips for effective recruitment:

Look internally before externally: there’s a good chance the best can-
didate for your position is already working for your organization. Internal can-
didates are already familiar with and contributing to your corporate culture
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and goals. Given their past success within your organization, it is reasonable to
expect they will continue to excel in a new position.

Reach out to “passive” candidates: there is a good chance your ideal
candidate is not actively looking for a new job and will not respond to your
job board ad. Why? Because they’re likely already employed elsewhere. After
all, why wouldn’t your competitors also want to employ your ideal candidate?
Therefore, effective recruiting requires you to look outside of your applicant
pool for top talent. Encouraging your staff to attend industry conferences and
participate in professional organizations; developing relationships with local uni-
versity business schools (or other relevant departments); searching social media
sites (i.e. LinkedIn) for strong resumes from candidates who might not be ac-
tively looking for a new job; and encouraging your employees to refer people
they know or are connected to are all important mechanisms through which to
expand your recruitment network.

Hire the sure thing: according to two authors and experts, you should
hire the person who is already excelling doing the exact job in your industry.
Past success, in other words, is the best indicator of future success.

2.5 Selection

2.5.1 What is Process of Selection?

Selection is the process concerned with placing the right man in the right job.
It is concerned as the negative process. It eliminates all unsuitable candidates.
Selects the most appropriate candidates among the large pool. Created by the
recruitment process. Selection is the process of choosing the right candidate.
who is suitable for a vacant job position in the organization.

In other words, selection can also be explained as the process of interviewing
the candidates and evaluating their qualities. which are required for a specific
job and then choosing the suitable candidate.

2.5.2 Definition Of Selection Process

The selection of the right applicant for a vacant position will be an asset to the
organization, which will be helping the organization in reaching its objectives.

Selection is an important process because hiring the best employee can help
increase the overall performance of the organization. In contrast, if there is a
bad hire with a bad selection process, then the work will be affected and the
cost incurred for replacing that bad resource will be high.
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Figure 10: Selection Process

The organization has to follow a proper selection process or procedure, as
a huge amount of money is spent on hiring the right candidate for a position.
If a selection is wrong, then the cost incurred in the induction and training the
wrong candidate will be a huge loss to the employer in terms of money, effort,
and also time. Hence, a selection is very important and the process should be
perfect for the betterment of the organization.

2.5.3 The Process of Selection

Every organization designs the selection process as per its planning. The main
selection process steps are:

Inviting Applications
this is the first step, in the process of selection. Inviting the application for
recruitment by using advertisement. Description of job and job specification
are provided in the advertisement. To find the potential candidate which are
suitable for the job.
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Receiving Of Applications

Once the personal interview is passed by the candidate. He is asked to fill
the standard application form. The application form generally consists the in-
formation about the qualification, age, experience, etc. of the candidate. On
the basis of which the interviewer gets the idea about the candidate. This in-
formation also helps in asking questions.

Scrutiny Of Applications

After applications are received. They are then scrutinized by the concerned
committee. Only the candidates who qualify the basic qualification of the screen-
ing committee are called for the interview. Usually, the candidates selected for
an interview are three to five times than the number of posts. Send them the
letter or call them for an interview.

Employment Test

After the interview letter send them and before going to the interview. There
is one more step and that is the employment tests. In this test, the company
checks the ability and skill of the candidate. These tests changes from organi-
zation to organization and change as per the need of the particular job.

these tests are aptitude tests, intelligence tests, trade tests, interest test,
personality tests, etc. these tests must be designed properly otherwise they will
not a good indicator of one knowledge.

Employment Interview

The employment interview is only for those candidates who qualify for the
employment interview. in interview company checks the communication skill
and other ability, HR manager tell them what they need to perform in the orga-
nization, to check the communication skill of the candidate, etc. At the end of
an interview of each candidate, the members of the panel discussion about the
candidate and give him the grades. There may be a direct interview or indirect
interview.

Checking References

Before selecting the employ the prospective employee generally looks out for
the referees given by the candidate. To check about the candidate’s reputation,
past record, police record, etc.

Physical Examination
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The organizations always check the medical fitness of the candidate to know
the physical strength of the candidate if the candidate fails in the medical test
the job will not give to that candidate. because the company don’t want to
waste their money on the unfit person

Final Selection
At last, the candidate selected. He is appointed by issuing an appointment let-
ter. selection of the candidate who pass all the step and then they sent to for
the training if they pass in the training only then they get a permanent job in
the organization otherwise they will be terminated

2.6 Induction

Everything you need to know about induction in human resource management.
Induction means introduction of a new employee to the job and the organization.

It is the process of receiving and welcoming an employee when he first joins
a company and giving him the basic information he needs to settle down quickly
and happily and start work.

It is a welcoming process to make him feel at home and generate in him a
feeling of belongingness to the organization. In the process of induction the new
comer is explained his duties and responsibilities, company rules, policies and
regulations so as to make him familiar to the organization.

The prime aim of an induction session is to guarantee a successful integra-
tion of the employees and the management.

Research has also shown that a well-planned induction programme increases
staff retention. It is important for the new employees to get a proper idea of
the organization’s values and objectives, and the job they are required to do.

Induction is the biggest event of the organizational life of a new employee.
It is beneficial to both, employee as well as organization.

But many organizations treat it as a formality and, therefore, take it lightly
and not in its true perspective. Such organizations cannot create favourable
image in the minds of new recruits and to that extent, their effectiveness is
affected adversely.

2.6.1 Induction in HRM – What do You Mean by Induction?

When a new employee reports to duty, he will be new to the organization and to
its policies, rules and existing employees also. New employee will be a stranger
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to the work, place and to the entire environment. Unless he is familiar to the
organization, he cannot work with confidence and pleasure. Therefore, there is a
necessity of introduction of an employee to the organization which is technically
called Induction.

Induction means introduction of a new employee to the job and the organi-
zation. It is the process of receiving and welcoming an employee when he first
joins a company and giving him the basic information he needs to settle down
quickly and happily and start work. It is a welcoming process to make him feel
at home and generate in him a feeling of belongingness to the organization. In
the process of induction the new comer is explained his duties and responsibili-
ties, company rules, policies and regulations so as to make him familiar to the
organization.

2.6.2 Induction covers the following:

History- The organization’s traditions, customs, myths, background of founders
and the present members in the top management.

Company Coals- Coals of the organization with rules, values or principles
directing the organization.

Language- Jargons, slangs, and technical terms unique to the organization.

Politics- Ways and means to gain formal and informal information about
jobs and relationships/power structures in the organization.

People- Nuances in initiating and maintaining relationships with peers.

Performance Proficiency- Effectiveness in acquiring and using knowledge,
skills and abilities needed for the job.

In addition to the above, induction includes communication of HRM policies
such as work hours, pay procedures, overtime requirements/company benefits,
and duties and responsibilities of new members; In large organization the mem-
bers are shown the various physical facilities available. Important aspect is
introduction of the new employee to his supervisor and co-workers.

Induction is taken care of by the employee’s supervisor/manager or the HRM
personnel. Sometimes computer-based programmes are used.
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2.6.3 Induction in HRM – 8 Important Characteristics

The important characteristics of induction are:

(i) Encouraging employees to ask questions.

(ii) Including information on both technical and social aspects of the job.

(iii) Making the new employee’s manager responsible for the orientation.

(iv) Avoiding embarrassment to the new members.

(v) Arranging formal and informal interaction with managers and peers.

(vi) Providing relocation assistance such as house hunting, information about
the local society, and etc.

(vii) Giving information about the company’s products, services and cus-
tomers.

(viii) Familiarizing adequately with the culture of the organization such as
how work is done, what matters in the organization, which work- related be-
haviours are acceptable or unacceptable and etc.

2.6.4 Induction in HRM – 6 Main Objectives of Induction

The main object of induction is to make the new employee feel at home and
develop a sense of pride in the organization and commitment to the job.

The following are the some of the other important objectives:

(i) To help the new employee to develop a close and cordial relation with
the existing employees.

(ii) To give the new employee necessary information such as – location of
the different building, company rules, leave rules, rest periods etc.

(iii) To help the new employee overcome his natural shyness and nervousness
in meeting the new people in the organization.

(iv) To develop a sense of belongingness and loyalty among new employees.

(v) To help the employees know the different facilities and opportunities
available in the organization.
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(vi) To help the new employees to minimize the “reality shock” that they
may undergo after reporting to duty.

2.6.5 Induction in HRM – Need for Induction

As companies work hard to recruit the right candidate for their organization,
it is equally important for them to carry out a well-planned and organized in-
duction session for the new recruits. Proper training sessions can make these
recruits invaluable assets to the organization.

The induction programme is an ideal occasion for the managers to influence
the candidates positively, in order to extract the best possible outcome from
them. An induction process is also conducted for the benefit of the experienced
employees, who have been either transferred or promoted.

The prime aim of an induction session is to guarantee a successful integra-
tion of the employees and the management. Research has also shown that a
well-planned induction programme increases staff retention. It is important for
the new employees to get a proper idea of the organization’s values and objec-
tives, and the job they are required to do. Induction helps in reducing the time
period required for these functions.

The reasons for induction, therefore, are fairly simple and straight-
forward:

i. Employees have the right to a proper orientation to any new job position.
Fowler (1983) stated that, new employees need to have realistic expectations of
their jobs.

ii. They need to be helped to fit rapidly into the organization and into the
working group.

iii. They need to know clearly what is expected of them- the standards and
style of the work they are to perform.

iv. They need to understand their organization’s rules and regulations.

v. They must know who’s who at work, and who can make decisions about
which issues.

vi. They should be helped to develop their aptitudes and talents.

vii. They need to feel that their employer has a respect for them as indi-
viduals, as potentially resourceful humans rather than as a mechanistic human
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resource.

Once the objectives of induction are clear, it is wise to plan the content and
duration of sessions carried out during the induction programme in order to get
the best from the employees.

2.6.6 Induction in HRM – HRM’s and CEO’s Role in Induction

1. HRM’s Role in Induction:
(i) Induction function can be performed by HRM, line management or a com-
bination of the two.

(ii) In spite of preference for a combination strategy, HRM plays a major
role in new-employee induction.

(iii) HRM ensures that appropriate components are in place.

(iv) Moreover, HRM also serves as a participant in the program.

(v) As it is appropriate that offer letters should come from HRM, orientation
must be coordinated by HRM.

(vi) When job offers are accepted, HRM should instruct the new employee
when to report.

(vii) Before the new employee formally reports himself/herself for duty, HRM
must be prepared to handle some of the routine needs, particularly well-prepared
answers to the long list of questions about the benefits the company offers.

(viii) Some organizations are proactive and prepare a package focusing on
important decisions the new employee is expected to take such as choice of
health insurance, banks for direct deposit of pay packs, tax deduction informa-
tion etc.

(ix) HRM must spend some time addressing what assistance it can offer to
the new employee in future.

(x) In addition to providing an array of services such as career guidance,
employee training etc., the HRM should let the new employees know what else
HRM can do suppose many HRM services are outsourced.

2. CEO’s Role in Induction:

In the earlier days, CEOs never bothered to take part in the induction pro-
grammes. Consequent to the advice given by the management consultants many
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top managers started making themselves visible in their organizations, meeting
and greeting employees and listening to employee concerns.

(i) Having the CEO present from day one, and addressing new employees,
helps allay the fears about the new job/organization.

(ii) The CEO’s first responsibility is to welcome new employees and talk to
them about the good job choice they made. It is similar to cheerleading pep rally.

(iii) The CEO is in a position to inspire new employees by talking about
what it is like to work for the organization.

(iv) The CEO can discuss what really matters in the company i.e. an indoc-
trination to the organization’s culture.

(v) When a CEO is present in the induction programme, the organization
shows that it truly cares for its employees.

2.6.7 Induction in HRM

Induction is the activity of introducing employees to the organization and its
policies, procedures and rules. In a formal orientation/induction program, em-
ployee is provided with all the information about company’s history, current
position, its leave rules, its benefit programs to which he will also be a part.

In some organizations induction takes a week, whereas, in others it may take
a day or two. Informal interactions are also held where the top executives give
some guidance to new recruits about their career growth. New recruits are given
films, CDs, handbooks etc. to know the organization well before they start the
work.

Objectives:
The major purpose or objective of induction program is:

(a) To make employee well informed with the rules, regulations, procedures
and policies etc. of the company.

(b) To build confidence in employees by telling them about job content,
people with whom they have to work, terms and conditions of employment and
names of superiors who can be contacted in times of any problem. This will
enhance the impression of the company in the minds of newcomers. They will
adapt themselves to the demands of the new job and will be more committed
to their job.
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Contents:

A formal induction programme may be arranged from a day to a fortnight
depending upon a number of employees to be inducted, size of the organiza-
tion, nature of the business etc. Induction or orientation programme may be
arranged in different way like tour of the plant or office, lecture or talk on the
history or background of the organization, distribution of company hand book
or manual, use of film slides or group seminar etc.

Generally a formal orientation or induction programme should
provide the following information:

i. Company history and its products and operation.

ii. Organization structure of the company.

iii. Policies, rules and regulations.

iv. Location of the department and daily work routine.

v. Facilities available and safety measures provided.

vi. Terms and conditions of service.

vii. Payment of salaries and wages, working hours, overtime, holidays etc.

viii. Rules regarding disciplines.

ix. Opportunities for training, promotion, transfer etc.

x. Grievance procedures and suggestion schemes.

Importance of Induction Programme:

Induction or orientation programme offers the following advantages:

(i) Helps to develop close and cordial relation – Induction helps new employ-
ees to develop close and cordial relation with present employees.

(ii) Helps to get necessary information – Programme helps to get necessary
information about location of plant, company rules and regulations, leave rules,
rest periods etc.

(iii) Helps to overcome natural shyness – It helps employees to overcome
their natural shyness and nervousness in meeting people working in the organi-
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zation.

(iv) Helps to know different facilities – It helps to know the different facilities
offered and opportunities available in the organization.

(v) Helps to build confidence – It helps employees to build confidence and
enables them to be efficient and sincere.

(vi) Enables employees to develop team spirit – It helps employees to develop
a sense of belongingness and team spirit among themselves.

(vii) Provides opportunities to express difficulties – It provides employees an
opportunity to express their difficulty and problem relating to work and helps
them to avoid their fear and misconception about their company.

(viii) Helps to maintain good communication – Proper communication can
be maintained between workers and management through induction programme.

2.6.8 Evaluation of Induction Programme:

1. There must be an annual review to find out if the objectives of the induction
programme are achieved and to identify future improvements.

2. To improve induction there must be candid, comprehensive feedback from
everyone involved in the programme. Feedback is induction are received through
many ways- in-depth interviews with randomly day one well forming selected
employees and supervisors, questionnaires for coverage of all the new employees
and round table discussions with the new employees after their first year.

2.6.9 Points to Ponder in Induction:

(i) As first impression must be the best impression, day one is crucial. It must
be managed well because employees remember it for years.

(ii) The impressions formed during the first 60-90 days on a job are lasting
reasonable.

(iii) New employees are interested in learning about the organization as a
whole and how they fit into it.

(iv) Employees are given major responsibility for their own induction through
guided self-learning with direction and support.
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(v) Overloading of information is to be avoided; information are to be in-
duction provided in reasonable amounts.

(vi) It must be recognized that community, social and family adjustments
for improvement are critical aspects of induction productivity and that it is.

(vii) The immediate supervisors are made responsible for the success of in-
duction process.

(viii) Thorough induction is a ‘must’ for improvement of productivity.

(ix) Induction is a vital part of the total management system.

2.6.10 Making Induction Programme Effective:

Induction is the biggest event of the organizational life of a new employee. It
is beneficial to both, employee as well as organization. But many organizations
treat it as a formality and, therefore, take it lightly and not in its true perspec-
tive. Such organizations cannot create favourable image in the minds of new
recruits and to that extent, their effectiveness is affected adversely.

In order to make an orientation programme effective, there are following
prerequisites:

1. Involvement of Top Management:

Top management involvement is a pre-requisite for the success of any human
resource management function. However, it has specific relevance for orienta-
tion programme because of two factors. First, involvement of top management
in orientation process sends a right signal about the importance that the orga-
nization attaches to its human capital. Second, involvement of top management
in orientation programme is quite significant from the point of view of the new
recruits.

A new recruit might be more impressed by shaking hands with his chief ex-
ecutive than the beautiful folders he receives during orientation. These folders
carry information but shaking of hands carries attitudes, and for human beings,
attitudes are more important than information which they can collect otherwise.

2. Preparation for New Employees:

No new employee feels himself a part of the organization unless he is fully
inducted into it. The induction programme must focus on this and there must
be proper preparation before the employees come to the organization. There
must be someone to receive them and make them comfortable before the orien-
tation programme begins.
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It becomes quite embarrassing for a new recruit if someone asks him, “Who
are you?” “Oh!, I did not realize that you were coming to work today.”

Such impersonalization does not create an atmosphere of initial acceptance
and trust. Before a new recruit becomes a part of the organization, he is a guest
and deserves the treatment which is accorded to a guest.

The present employees with whom the new recruit is likely to work must also
be informed about the arrival of the new recruit; they must be convinced about
the need for the new recruits. This is essential specially when the new entrants
are likely to erode the position and status enjoyed by the existing employees.

3. Determination of Information Need of the New Employees:

What the new employees should know at the time of orientation must be
worked out in advance. While determining the information need to new employ-
ees, two factors must be evaluated. First, the new employees should be provided
all such information which is of their immediate relevance.

Second, there should not be information overload at the time of orientation
as the employees go on learning something throughout their organizational life.

4. Planning the Presentation of Information:

It should be planned before the commencement of the orientation programme
that ‘who will provide what information’. There should be linkage in providing
such information at various stages of the orientation with a view that all nec-
essary information is provided and there is no unnecessary duplication of the
information.

HR department should be given the responsibility for providing information
about organizational issues, HR policies and rules, employee benefits, etc. Line
supervisors should present information related to the job such as work-flow pro-
cesses, work rules, and other aspects of job performance.

5. Concluding Session:
Towards the end of the induction programme, a concluding session should be
organized; many companies call it special anxiety reduction session. The main
objective of the session should be to identify whether the newcomers have un-
derstood all that was intended. They should be encouraged to raise queries
about those aspects which are not clear to them and attempt should be made
to clear the ambiguities. The session should be organized in a friendly way and
not in the threatening way.
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2.7 Socialization

Socialization is a process of adaptation after entering the organization. Social-
ization refers to the adaptation that takes place when an individual passes from
outside the organization to role of an inside member.

Socialization is a process of adaptation, adjustment, making arrangements
for setting one employee in the organizational environment.

In order to reduce the anxiety that new employees may experience, attempts
should be made to integrate the person into the informal organization. The ini-
tial TD effort designed for employees is Socialization, the guided adjustment of
new employees to the company, the job, and the work group.

2.7.1 I. Purposes of Socialization

Socialization formats are unique to each firm. However, some basic purposes
include emphasizing these areas: the employment situation (job, department,
and company), company policies and rules, compensation and benefits, corpo-
rate culture, team membership, employee development, dealing with change,
and socialization.

a. The Employment Situation
A basic purpose, from the firm‘s viewpoint, quickly as possible. Therefore, spe-
cific information about performing the job may be provided at an early point
in time.

b. Company Policies and Rules

Every job within an organization must be performed considering the guide-
lines and constraints provided by policies and rules. Employees must have an
understanding of these to permit a smooth transition to the workplace.

c. Compensation and Benefits

Employees will have a special interest in obtaining information about the
reward system. Although this information is usually provided during the re-
cruitment and selection process, a review of the data is appropriate during
Socialization.

d. Corporate Culture

The firm‘s culture reflects, in effect, how w the way employees dress to the
way they talk.
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e. Team Membership

A new employee‘s abilityeams is and most likely willingness determined be-
fore he or she is hired. In Socialization, the importance of becoming a valued
member of the company team may be emphasized.

f. Employee Development

Employees should know exactly what is expected of them and what is re-
quired by the firm for advancement in the job or via promotion.

g. Dealing With Change

Employees at all levels must learn to effectively deal with change in order to
survive in their jobs. The best way individuals can be prepared for change is to
continually develop and expand their sKills.

h. Socialization

In order to reduce the anxiety that new employees may experience, attempts
should be made to integrate the person into the informal organization.
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Figure 11: Socialization

2.7.2 Stages in Socialization

Socialization can be conceptualized as a process made up of three stages.

a. Pre-arrival Stage:

This stage explicitly recognizes that each individual arrives with a set of
organizational values, attitudes, and expectations. For instance, in many jobs,
particularly high skilled and managerial jobs, new members will have undergone
a considerable degree of prior socialization in training and in school. Pre-arrival
socialization, however, goes beyond the specific job. The selection process is
used in most organizations to inform perspective employees about the organiza-
tion as whole. In addition, of course, interviews in the select type‖ determining
those who will fit in. In appropriate face during the selection process deter-
mines their ability to move into the organization in the first place. Thus success
depends upon the degree to which aspiring members have correctly anticipated
the expectations and desires of those in the organization in charge of selection.

b. Encounter Stage:

Upon entry into the organization, new members enter the encounter stage.
Here the individuals confront the possible dichotomy between their expecta-
tions about their jobs, their coworkers, their supervisors, and the organization
in general and reality. If expectations prove to have been more or less accurate,
the encounter state merely provides a reaffirmation of the perceptions generated
earlier. However, this is often not the case. Where expectation and reality differ;
new employees must undergo socialization that will detach them from their pre-
vious assumption and replace these with the organization‘s pivotal standards.
S differences. At the extreme, some new members may become totally disil-
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lusioned with the actualities of their jobs and resign. It is hoped that proper
selection would significantly reduce this latter occurrence.

c. Metamorphosis Stage:

Finally the new member must workout any problems discovered during the
encounter stage. This may mean going through changes. Hence the last stage
is termed as metamorphosis stage. Metamorphosis is complete as is the social-
ization process –when new members have become comfortable with the organi-
zation and their work teams. In this situation they will have internalized the
norms of the organization and their coworkers; and they understand and accept
these norms. New members will feel accepted by their peers as trusted and
valued individuals. They will have gained an understanding of the organiza-
tional system- not only their own tasks but the rules, procedures and informally
accepted practices as well. Finally they will know how they are going to be
evaluated. They will know what is expected of them and what constitutes a
good job. Consequently, successful metamorphosis should have positive effect
on a new employees productivity and the employee‘s commitment to that the
employee will leave the organization any time soon.

2.7.3 Many People Socialize new Hires

New employee socialization or orientation covers the activities involved in in-
troducing a new employee to the organization and to his or her work unit. How
is responsible for the orientation of new employee? This can be done by the
supervisor, the people in HRM, Peers, CEO, or combination of any of these.

a. HRM Department: HRM department can conduct the orientation in
order to socialize the newly hired employees with the working environment of
the organization. HRM plays a major role in new employee orientation-the role
of coordination, which ensures that the appropriate components are in place.
In addition HRM also serves as a participant in program. As job offers are
made and accepted, HRM should instruct the new employee when to report to
work. However, before the employee formally arrives, HRM must be prepared
to handle some of the more routine needs of these individuals.

b. Supervisor: Immediate supervisor of particular department can also be
the source of informing the employees about the culture, rules, procedures and
policies of the organization. Mostly in smaller organizations, orientation may
mean the new member reports to supervisor, who then assigns the new member
to other employee who will introduce the new member to other coworkers. This
may be followed by a quick tour to show the different parts and departments of
the organization.

c. Peers: Peers and coworkers of the new hires can perform the orientation
function in order to tell the expectation of employers and requirements of the
organization as can also answer the queries raised from the employee side.
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d. Organizational culture: Organizational culture itself can organiza-
tion. Every organization has its own unique culture. This culture includes
longstanding,and often unwritten, rules and regulation; a special language that
facilitates communication among members; shared standards of relevance as to
the critical aspects of the work that is to be done; standards for social eti-
quette, customs for how members should relate to peers, employees, bosses and
outsiders; what is appropriate and smart behavior with in organization and
what is not.

e. CEO: Prior to mid 1980s, new employee orientation operated, if at all,
with out any output from the company‘s executive management. But that con-
sultants advocating that senior management first responsibility is to welcome
new employees aboard and talk to them about what a good job choice they
made. The CEO is in position to inspire these new employees by talking about
what it is like to work for the organization. When CEO is present in the so-
cialization process, the company is sending a message that it truly cares for its
employees.

2.7.4 Employee Orientation program:

Orientation or socialization process.

a. Introduction: Regarding the organization, supervisor, trainers, and
coworkers and to system

b. Job Duties: It provides job related information like, Job location Job
tasks Job safety requirements Overview of job, Job objectives Relationship to
other jobs.

c. Organizational Issues: This provides the information about the over-
all organization it may include; History of employer, organization of employer,
name titles of key executive,employee‘s titles and departments, layout of pro-
duction process, company policies and rules, disciplinary regulations, employee
handbook, safety procedures etc

d. Employee Benefits: This part provides the information about the
benefits that are offered by the organization like; Pay scales paydays, vacations
rest break, training education benefits, counseling, housing facilities, insurance
benefits, retirement program, employee-provided services for employees, reha-
bilitation program.

The Hiring Process

Hiring process is completed here because orientation or the socialization pro-
cess is the last step of hiring.
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B. Training

Training is a process whereby people acquire capabilities to aid in the achieve-
ment of organizational goals. It involves planned le performance at her/his cur-
rent job. Training refers to the methods used to give new or present employees
the skills they need to perform their jobs.

C. Development

All efforts to provide employees with the abilities the organizations will need
in the future.

D. Training and Development Trends:

· Skill requirements will continue to increase

· Workforce will become significantly better educated more diverse

· Corporate restructuring reshapes businesses

· Technology will revolutionize certain training delivery methods

· The role of training departments will change

· More flexible courses aimed specifically at performance improvement

· More firms will strive to become learning organizations

· Emphasis on human performance management will accelerate.

2.7.5 Methods of socialisation

• Stories

• Rituals

• Material symbols

• Language

Page 98



SC
SV
M
V

Department of ECE Human Resource Management

2.7.6 Socialisation benefits

• Helps in understanding organisation culture

• Contributes to employee‘slong term success

• Helps in adjustment

• Helps in employee engagement

• Provides job satisfaction.
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3 Unit - III TRAINING AND EXECUTIVE DEVEL-
OPMENT

The essence of teaching is to make learning contagious, to have one
idea spark another - Marva Collins

3.1 Introduction

Training and development describes the formal, ongoing efforts that are made
within organizations to improve the performance and self-fulfillment of their em-
ployees through a variety of educational methods and programmes. In the mod-
ern workplace, these efforts have taken on a broad range of applications—from
instruction in highly specific job skills to longterm professional development. In
recent years, training and development has emerged as a formal business func-
tion, an integral element of strategy, and a recognized profession with distinct
theories and methodologies. More and more companies of all sizes have em-
braced ”continual learning” and other aspects of training and development as a
means of promoting employee growth and acquiring a highly skilled work force.
In fact, the quality of employees and the continual improvement of their skills
and productivity through training are now widely recognized as vital factors
in ensuring the long-term success and profitability of small businesses. ”Cre-
ate a corporate culture that supports continual learning,” counseled Charlene
Marmer Solomon15 in Workforce. ”Employees today must have access to con-
tinual training of all types just to keep up. . . . If you don’t actively stride against
the momentum of skills deficiency, you lose ground. If your workers stand still,
your firm will lose the competency race.”

3.1.1 CONCEPT OF TRAINING

It is about developing employees as an individual to make them capable and
confident in their jobs, and consequently in their life. Thus it is an organized
process for increasing the knowledge and skill of the employees. Consequently it
is a process aimed at changing the behavior in such a way that the consequence
would be useful for the upliftment of the organization.

According to Wayne F Cascio, — Training consists of planned programme
designed to improve performance at the individual, group, and /or organiza-
tional levels. Improved performance, in turn, implies that there have been
measurable changes in knowledge, skills attitude, and/or social behavior.

Training is considered as a tool for HRD. Training has immense potential in
transfer and utilization of latest technical know-how, leadership development,
organization of people, formation of self-help-groups, mobilization of people as
well as resources, empowerment of resource-poor rural mass, entrepreneurship
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development, etc., which are considered essential components of HRD.

According to C B Memoria, —Training is a process of learning a sequence
of programmed behavior. It is application of knowledge and it attempts to im-
prove the performance of employee on the current job and prepares them for the
intended job. Training is a short term process utilizing a systematic and orga-
nized procedure by which non managerial personnel acquire technical knowledge
and skills for a definite purpose. Training refers to instructions in technical and
mechanical operations, like operation of some machine/equipment. Training is
for a specific job related purpose.

Training is about developing people as an individual and helping them to
become more confident and competent in their lives and in their jobs. The
learning process is at the core of training and the ways of and opportunities for
learning are numerous and varied.

3.1.2 CONCEPT OF DEVELOPMENT

Development is related to enhancing the conceptual skills of the employee, which
helps individual towards achieving maturity and self actualization. In the words
of Michael Armstrong — Employee development, often referred to as human re-
source development (HRD) is about the provision of learning, development and
training opportunities in order to improve individual, team and organizational
performance.

Development is defined by Alan Mumford as an attempt to improve manage-
rial effectiveness through a planned and deliberate learning process. According
to Bernard M Bass James A. Vaughan Development implies the nature and
change induced among employees through process of education and training.
In the words of Harold Koontz and Cyril O. Donnel Managerial development
concerns the means by which a person cultivates those skills whose application
will improve the efficiency and effectiveness with which the anticipated results
of a particular organizational segment are achieved.

In the field of human resource management, training and development is the
field concerned with organizational activity aimed at bettering the performance
of individuals and groups in organizational settings. It has been known by sev-
eral names, including employee development, human resource development and
learning and development.Rosemary Harrison.

3.1.3 DISTINCTION BETWEEN TRAINING DEVELOPMENT

According to Yoder although the terms —training and —development appear
synonymous, there is recognized difference between these concepts. Earlier
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training programmes stressed preparation for an improved performance in largely
specific rank and file jobs. With growth of organizations several problems de-
veloped specifically at supervisory level. Accordingly supervisory training pro-
grammes were launched enabling them to deal with distinctive problems. During
the training of the supervisors, the need for training of their bosses appeared
significant. Therefore, special developmental programmes for middle managers
were organized. Later on, the development programmes were started for top
management as well. These programmes indicated the significance of the con-
cept of development, and thus training appeared to be an improper designa-
tion for learning a wide variety of complex, difficult and intangible functions of
managerial personnel. Thus the concept training was degraded. As managers
themselves remarked —training is for dogs, people are developed‖. Today, the
terms development and education are more suitable than the term training.
It is not the training but the full development of personality that enables the
human resources to exert their full potential. Accordingly training and devel-
opment programmes are combined together for developing skills as well as basic
attitudes, leading to continued personal growth. //

Distinction between Training Development

Training Development

Vocationally oriented and on the
job and so it is short term

A long term process for develop-
ing conceptual skills

It is generally for non managerial
personnel

It is generally for managerial per-
sonnel

It is imparting of technical and
mechanical knowledge

It is theoretical and conceptual
idea implementation

It is related with specific job It is aimed at acquiring general
knowledge

A mechanic who repairs genera-
tor better than engineer is only
trained

An engineer may not be better
mechanic but he has theoretical
and conceptual skill as well as
knowledge of principles of engi-
neering

Another distinction can be understood from the term four Ws. Who is
learning? What is learning? Why such learning does takes place? When does
learning take place?

Learning Dimensions Training Development
Who Non managerial Personnel Managerial Personnel
What Technical,Mechanical Conceptual ideas
Why For Specific jobs For a variety of jobs
When Short term Long term
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As Michael Armstrong24 observes, Employee development, often referred to
as human resource development (HRD) is about the provision of learning, de-
velopment and training opportunities in order to improve individual team and
organizational performance‖ Efforts are made to develop employee so that they
achieve their full potential for growth. Employee development programme in-
clude learning, education and training. Learning relates to a relatively enduring
change in behavior taking place as a consequence of practice or experience. Ed-
ucation refers to development of the knowledge required for varied activities of
life rather than for one particular activity. Training is planned and systematic
change behavior through learning. Training enables employees to accomplish
the level of knowledge, skills and competence to perform their job well.

3.2 NEED FOR TRAINING

As Price has observed, a training need exists when there is a gap between the
present performance of an employee or group of employees, and the desired per-
formance. Growing business performance is a journey, not an end. The success
of business operations depends upon the ups and downs of the employee per-
formances. Hence, the HR managers started looking for the methods to boost
the performance and efficiency of its workforce to carry out the work today,
and to train them for meeting tomorrow’s goals. Training programmes were
developed many years ago, but now-a-days, it has become a crucial factor in
companies with certain objectives in mind. Training and development practices
should boost up performance and develop the skills, knowledge and expertise of
the employees.

The vital objective of training is to build-up right ability and capability in
the labor force so that they can perform to meet the needs, wants and expected
returns of the employers.

The need for Training may generally arise for the following-

1. To improve the efficiency of employees

2. To reduce wastage of time and money

3. To have quality output

4. To bring down supervision

5. To have preventive maintenance

6. To achieve optimum performance

7. To boost morale of employees

8. To prepare workforce for future challenging work

Page 103



SC
SV
M
V

Department of ECE Human Resource Management

9. To reduce absenteeism

10. To bring down the grievances

11. To build career by personal growth

3.2.1 TRAINING OBJECTIVES

According to Saiyadain , the objectives of training differ according to the em-
ployees belonging to different level of organizations. The basic objective of
training, however, is to establish a match between man and his job. This train-
ing is designated to improve the knowledge, skills and attitude and thus, equip
the individual to be more effective in his present job or prepare him for future
assignment. However individual‘s growth should not be taken as an end. From
this point of view of an organization, individual‘s growth is a means to orga-
nizational effectiveness. The principal objective of training and development
division is to make sure the availability of a skilled and willing workforce to an
organization. In addition to that, there are four other objectives: Individual,
Organizational, Functional, and Societal.

1. Individual Objectives
They help employees in achieving their personal goals, which in turn,
enhances the individual contribution to an organization.

2. Organizational Objectives
They assist the organization with its primary objective by bringing indi-
vidual effectiveness.

3. functional Objectives
They maintain the department‘s contribution at a level suitable to the
organization‘s needs.

4. Societal Objectives
They ensure that an organization is ethically and socially responsible to
the needs and challenges of the society.
Following can be briefly summarized as training objectives

• To create constant awareness in the minds of all sections of employees
of the mission of the industry, its objective and goals.

• To encourage self-development to achieve organization goals with a
sense of belonging and commitment to organization and thereby en-
suring development of a proper work ethos in the Industry and fos-
tering of team spirit.

• To identify the training needs of the entire personnel in industry in
keeping with the corporate plans and in consultation with the user
departments.
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• To impart knowledge and skills necessary for performing the job effi-
ciently and effectively and to keep the employees to acquire necessary
conceptual, technical, human and managerial skills in the areas of
decision-making and problem-solving.

• To make available in adequate number sufficiently trained manpower
to meet the diverse needs of a rapidly growing industry.

• To organize special training programmes to improve employment op-
portunities as well as career prospects of persons belonging to SC/ST,
minorities, handicapped, ex-servicemen, etc

• To organize training activities as aids to:
o Career Planning and growth o Succession planning.

• To educate and equip the employees to respond to the expectations of
customers, and to accept responsibilities to attain a sense of achieve-
ment.

• To achieve effectiveness of training through tapping the in-house
training facilities as well as sources available externally in a balanced
manner so as to develop internal faculty support at all levels and
disciplines.

• To promote research and development activities and to establish link-
ages with the operational front

3.3 IMPORTANCE OF TRAINING

3.3.1 LEARNING – INTRODUCTION

Characteristics of Learning

1. Learning has a purpose. Most people have a pretty definite idea of what
they want to do and achieve.

2. Learning comes through experience. Learning is a very individual process
and must be done by the participant himself - the instructor cannot do
this for him

3. Learning is multifaceted. A trainer who thinks his job is only to train a
participant‘s memory is wasting his own and his trainee‘s time.

4. Learning is an active process. The more actively a participant is involved
in the class, the greater his chances are for both learning and remembering.

Laws of Learning

The five laws of learning are suitable for most learning situations. Keeping
these laws in mind when planning a session lets the trainer creates a better
learning atmosphere for the participants.

Page 105



SC
SV
M
V

Department of ECE Human Resource Management

Law of Readiness

A person learns best when he has the necessary background, a good attitude,
and is ready to learn. He does not learn much if he sees no reason for learning

Law of Exercise

Those things most often repeated are the best learned. This is the basis for
practice and drill.

Law of Primacy

Primacy is being first, which often creates a strong impression. This means
that the instructor must be right the first time. This helps to provide a stable
foundation for all that follows.

Law of Intensity

A sharp, clear, or exciting learning experience teaches more than a routine or
boring one. This law implies that a student will learn more from the real thing
than a substitute. Mockups, videotapes, interactive courseware, slides, charts,
and any number of other training aids add sharpness and action to classroom
instruction. Demonstrations, skits, and role playing do much to increase the
leaning experience of students.

Law of Recency

Other things being equal, the things learned last will be best remembered.
The trainer must recognize the law of recency when planning a good summary.
He should repeat, restate, or reemphasize the training objectives. He also re-
peats important information the participants need to remember.

3.4 ROLE OF TRAINEES

The trainee is a major stakeholder in a training programme. The whole train-
ing programme is developed for the trainees only. Each candidate plays an
important role in the transfer of training because one participant’s attitude re-
garding the training influence the other participants and also each participant
can assist by advancing the learning process to realize the training objectives.
Participant’s willingness to invest in the programme is directly proportional
to the benefits of the learning that the trainee could expect. Each partici-
pant forms their own perception towards training. Some perceptions remain
the same during the programme, while some fade depending upon the assess-
ment of a programme by the participant. Some personal factors that affect the
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trainee’s learning are:

1. Family Situation

2. Personal Problems

3. Relation between the training programme and personal objective

4. Level of self esteem

5. Benefits expected from training

6. Comfort level with the trainer

7. Learning style of trainee

8. KSA of trainee

9. Previous training experiences

10. Desire for professional growth and development

Some environmental factors that affect the trainee’s learning are:

1. Relationship with colleagues and subordinates

2. Training team

3. Trainer team

4. Training objective

5. Content of training

6. Training design i.e. methods, techniques, and strategies

7. Environment in the programme

8. Composition of training group

9. Infrastructure i.e. eating facilities, tea/coffee breaks etc.

No matter how good the training programme is, in the end it is the partici-
pant only who decides whether to change his behavior or not. Trainees do not
change their behavior merely because someone tells them to do. They change
when they feel there is a need of it. They do it with their own learning style.
The trainer and the organization can only try to remove the mental blocks of
the trainee, rest depends on trainee itself.
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3.5 TRAINING METHODS

Introduction

As per Bernardin and Russel, training methods can be divided into two cat-
egories:

(1) Methods that are primarily informational or transmittal in nature. They
use primarily one way communication in which information is transmitted to
the learners. Some of the major methods are: lecture, audio visual, independent
study, programmed instructions.

(2) Methods that are experiential in nature, that is, the learner interacts
with the instructor, a computer/ simulator, or other trainees to practice the
skills. Some of the major methods are – on the job training, computer based
training, simulation, games, case analysis, role playing behavior modeling and
sensitivity training.

Training methods are tools which attempt to create learning climate for the
participants. These methods are related to learning objectives for participants.
Methods are the means enabling participants to learn what is expected of them
in order to know their roles and functions in the organization. Methods depend
upon three principle components of the objectives of training, i.e. knowledge,
skills and attitude. In some cases of training, it may be pure information giv-
ing that is imparting knowledge. In other cases it may be social and technical
skill development, and in some other it would be an attempt to bring attitudi-
nal change in the participants. In some programmes these components may be
found in varying degrees. In one the emphasis may be on imparting knowledge,
in another knowledge plus skill development and in some other these two plus
attitudinal change. Before selecting methods of a particular programme, one
has to look into the content that is to be delivered, the learning that is to take
place and objectives of the training. Once the content of the modules are clear,
choosing the appropriate methods becomes uncomplicated. The following is a
brief overview of typical methods of training.

3.5.1 ORIENTATIONS

Orientation training is vital in ensuring the success of new employees. Whether
the training is conducted through an employee handbook, a lecture, or a one-
on-one meeting with a supervisor, newcomers should receive information on the
company’s history and strategic position, the key people in authority at the com-
pany, the structure of their department and how it contributes to the mission of
the company, and the company’s employment policies, rules, and regulations.
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3.5.2 LECTURES

A verbal method of presenting information, lectures are particularly useful in
situations when the goal is to impart the same information to a large number
of people at one time. Since they eliminate the need for individual training,
lectures are among the most cost effective training methods. But the lecture
method does have some drawbacks. Since lectures primarily involve one-way
communication, they may not provide the most interesting or effective training.
In addition, it may be difficult for the trainer to gauge the level of understanding
of the material within a large group.

3.5.3 CASE STUDY

The case method is a non-directed method of study whereby students are pro-
vided with practical case reports to analyze. The case report includes a thorough
description of a simulated or real-life situation. By analyzing the problems pre-
sented in the case report and developing possible solutions, students can be
encouraged to think independently as opposed to relying upon the direction of
an instructor. Independent case analysis can be supplemented with open dis-
cussion with a group. The main benefit of the case method is its use of real-life
situations.

3.5.4 ROLE PLAYING

In role playing, students assume a role outside of them and play out that role
within a group. A facilitator creates a scenario that is to be acted out by the
participants under the guidance of the facilitator. While the situation might
be contrived, the interpersonal relations are genuine. Furthermore, participants
receive immediate feedback from the facilitator and the scenario itself, allow-
ing better understanding of their own behavior. This training method is cost
effective and is often applied to marketing and management training.

3.5.5 SIMULATIONS

Games and simulations are structured competitions and operational models that
emulate real-life scenarios. The benefits of games and simulations include the
improvement of problem-solving and decision-making skills, a greater under-
standing of the organizational whole, the ability to study actual problems, and
the power to capture the student’s interest.

3.5.6 COMPUTER-BASED TRAINING

Computer-based training (CBT) involves the use of computers and computer-
based instructional materials as the primary medium of instruction. Computer-
based training programmes are designed to structure and present instructional
materials and to facilitate the learning process for the student. A main benefit
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of CBT is that it allows employees to learn at their own pace, during convenient
times. Primary uses of CBT include instruction in computer hardware, software,
and operational equipment. The last is of particular importance because CBT
can provide the student with a simulated experience of operating a particular
piece of equipment or machinery while eliminating the risk of damage to costly
equipment by a trainee or even a novice user.

3.5.7 WEB-BASED TRAINING

(WBT) is an increasingly popular form of CBT. The greatly expanding number
of organizations with Internet access through high-speed connections has made
this form of CBT possible. By providing the training material on a Web page
that is accessible through any Internet browser, CBT is within reach of any
company with access to the Web. The terms ”online courses” and ”web-based
instruction” are sometimes used interchangeably with WBT.

3.5.8 SELF-INSTRUCTION

Self-instruction describes a training method in which the students assume pri-
mary responsibility for their own learning. Unlike instructor- or facilitator-led
instruction, students retain a greater degree of control regarding topics, the se-
quence of learning, and the pace of learning. Depending on the structure of
the instructional materials, students can achieve a higher degree of customized
learning. Forms of self-instruction include programmed learning, individualized
instruction, personalized systems of instruction, learner-controlled instruction,
and correspondence study. Benefits include a strong support system, immediate
feedback, and systematization.

3.5.9 AUDIOVISUAL TRAINING

Audiovisual training methods include television, films, and videotapes. Like
case studies, role playing, and simulations, they can be used to expose employ-
ees to ”real world” situations in a time-and cost-effective manner. The main
drawback of audiovisual training methods is that they cannot be customized for
a particular audience, and they do not allow participants to ask questions or
interact during the presentation of material.

3.5.10 TEAM-BUILDING EXERCISES

Team building is the active creation and maintenance of effective work groups
with similar goals and objectives. Not to be confused with the informal, ad-hoc
formation and use of teams in the workplace, team building is a formal process
of building work teams and formulating their objectives and goals, usually fa-
cilitated by a third-party consultant. Team building is commonly initiated to
combat poor group dynamics, labor-management relations, quality, or produc-
tivity. By recognizing the problems and difficulties associated with the creation
and development of work teams, team building provides a structured, guided
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process whose benefits include a greater ability to manage complex projects and
processes, flexibility to respond to changing situations, and greater motivation
among team members.

3.5.11 APPRENTICESHIPS AND INTERNSHIPS

Apprenticeships are a form of on-the-job training in which the trainee works with
a more experienced employee for a period of time, learning a group of related
skills that will eventually qualify the trainee to perform a new job or function.
Apprenticeships are often used in production-oriented positions. Internships
are a form of apprenticeship that combines on-the-job training under a more
experienced employee with classroom learning.

3.5.12 JOB ROTATION

Another type of experience-based training is job rotation, in which employees
move through a series of jobs in order to gain a broad understanding of the re-
quirements of each Job rotation may be particularly useful in small businesses,
which may feature less role specialization than is typically seen in larger orga-
nizations.

3.5.13 COUNSELLING

The latest trend catching up in the corporate HR across the world is ’Em-
ployee Counselling at Workplace’. In the world of ever increasing complexity
and the stress in the lives, especially the workplaces of the employees, employee
counselling has emerged as the latest HR tool to attract and retain its best em-
ployees and also to increase the quality of the workforce. Employee counselling
can be explained as providing help and support to the employees to face and
sail through the difficult times in life. At many points of time in life or career
people come across some problems either in their work or personal life when
it starts influencing and affecting their performance and, increasing the stress
levels of the individual. Counselling is guiding, consoling, advising and sharing
and helping to resolve their problems whenever the need arises. Technically,
Psychological Counselling, a form of counselling is used by the experts to ana-
lyze the work related performance and behaviour of the employees to help them
cope with it, resolve the conflicts and tribulations and re-enforce the desired
results.

3.5.14 MENTORING

Mentoring is a relationship in which a senior manager in an organization as-
sumes the responsibility for grooming a junior person. Technical, interpersonal
and political skills are generally conveyed in such a relationship from the more
experienced person. A mentor is a teacher, spouse, counselor, developer of skills
and intellect, host, guide, exemplar, and most importantly, supporter and fa-
cilitator in the realization of the vision the young person has about the kind of
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life he wants as an adult. The main objective of mentoring is to help an em-
ployee attain psychological maturity and effectiveness and get integrated with
the organization. In a work situation, such mentoring can take place at both
formal and informal levels, depending on the prevailing work culture and the
commitment from the top management. Formal mentoring can be very fruitful,
if management invests time and money in such relationship building exercises.

3.6 Executive Training Program

3.6.1 Introduction

Executive development in hrm is one of the forms of training programs which
are conducted in an organization. It allows employees to be better leaders and
improve their performance. On the other hand, top management can identify
future leaders. This form of training includes theoretical and practical knowl-
edge. An executive development program enhances the employee’s skills and
knowledge for better future performance and problem-solving.

What Is Executive Development In HRM?

Executive development in hrm refers to the training and development pro-
grams which are conducted in an organization to develop future managers and
leaders. The term executive is referred to signify the top-level management
which consists of 5- 10

For example, Amazon with 1298000 employees worldwide offers a training
and leadership program which is a month-long training program. In which
Amazon pays 95

Definition Of Executive Development In HRM

Executive development is a process of bringing change in behaviour, perfor-
mance and adaptability. It helps in gaining skills, knowledge, and growth to
become a better leader.

The purpose of executive development in hrm is to develop an attitude of
adaptability to new and tough situations. So, it will improve their decision and
problem-solving skills.

Need Of Executive Development In HRM

Executive Development in HRM has become an important part of organiza-
tion growth. The need for executive development is different for everyone. So,
we are gonna discuss how the need for executive development in hrm is different
for organization and person.

It is important to identify the need prior for both organization and employ-
ees.
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Figure 12: Executive Development in HRM

Before going to the process of executive development organization make sure
that they know the requirement of what kind, how many executives and man-
agers are required now and in future.

3.6.2 Factors Influencing Executive Development Training

There are some reasons or factors which influence the company to create exec-
utive development in HRM. An organization views some factors change in their
environment, which influences them to start executive development. Here are
factors influencing executive development in HRM:

• One of the leading factors influencing executive development is any kind
of loss faced by the company. It can be lower sales, loss of shares, low
profits etc.

• Changing the environment is forcing companies to upgrade their employ-
ees. As the environment is kept on changing, companies are forced to
build their strong future leaders.

• Another factor influencing executive development in HRM is demotivated
employees. With regular same work over and over employees get bored
with their work. So, with executive development, it gives them new op-
portunity and motivation.
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Figure 13: Executive Development in HRM

• A company always needs to keep an inventory of executives. So, when
a firm feels their executive inventory is getting low or there is a need to
restock the inventory, executive training takes place.

• Wrong or no training to managers can lead to inefficiency, low productiv-
ity, poor leadership etc, which forces organizations to invest in executive
development in HRM.

• Last but not least companies do feel the pressure of when their com-
petitors are investing in training and getting good results. As a result,
organizations feel competitive pressure to do the same.

3.6.3 Objectives Of Executive Development

Before choosing an executive development program a company needs to finalize
the objectives for executive development in hrm.

An objective for executive development can be differential for optimizing the
companies resources, plans, performance, techniques, changes etc.

So here are different objectives which companies set as there executive de-
velopment training:
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Performance Improvement

The organization constantly wants to improve its manager’s performance.
In this objective company is determinant to educate its employees about new
or update their skills, technology to improve their performance.

For example, Tata Motors provides its employees to regulate pieces of train-
ing. They have segregated their employee’s training programs for white and
blue-collar employees, National Employability Enhancement Mission (NEEM)
(for the blue-collar) which is used trains and enhances their existing knowledge
and Learning Management System (LMS) which aims managers on strategy and
technology(for the white-collar).

Organizations use these objectives to update with trends and polish their
employee’s skills.

Preparation For Future Responsibilities

One basic objective which every organization develops for executive devel-
opment in HRM is to prepare their second line of command or their future of
line of command.

It takes years for an organization to build an executive who can lead the
company in the right direction.

To Enhance Managers
One important objective which each organization aspires to is to enhance its
managers to make them better leaders. These objectives are set when organi-
zations desire to build good, strong and dynamic managers.

Change Introduction

An organization brings constant changes. These changes are in process,
quality or some more manager quality. In these cases, organizations set these
objectives to change the introduction.

For example, with rapid changes in technology, organizations keep on bring-
ing changes in their IT structure. And, to implement these changes, it is im-
portant to guide managers.

This objective brings more adaptability, as the managers have to implement
these changes it helps them to create good feedback from their team.

Implementing Latest Management Techniques
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In executive development in hrm an organization wants to develop the lat-
est management techniques and wants its management to be as updated as the
outside world. To improve the company’s productivity management keeps on
experimenting to change old or traditional techniques.

To implement these changes management keeps bringing the executive train-
ing. O keep their managers competitive and dynamic.

To Build Competitive Executives

A company keeps on creating executive development in HRM to build its
executive task force highly competitive. With the constant changes and increas-
ing competition in the business, and environmental organization requires leaders
who can understand and compete in these environments.

So, companies create executive training to train their future executives about
the changing environment, competition, changes in different industries etc.

Employee Career Planning

In today’s world where employees spend their maximum time in offices,
career planning has become a crucial part. An organization takes full responsi-
bilities to support its employees.

So, to guide their employees about their future opportunities a company
builds strong executive development programs.

For example, Digital Ocean is a New York-based company that provides
developers and cloud services worldwide. They allow their employees to map
down what they are expecting to achieve this year and then how their goals can
be linked to their department and companies goals.

Acknowledge New Talent

The process of executive training is continuous as hiring and leaving is on-
going. So, a company wants to acknowledge their new talents as well.

A process of creating or training to become executives starts from the hiring
of employees and acknowledging their talent about leadership, skills in their
fields etc.

These were the different objectives that companies set to achieve their de-
sired goals from executive training.
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Figure 14: Executive Development in HRM

3.6.4 Importance Of Executive Development

It becomes difficult for people to understand why executive development is im-
portant. The growth of executive development in HRM has become an impor-
tant part of companies, with continuous market growth, more competition, and
changing technology. But, the development has its benefits as well. Here is the
importance of executive development:

Dynamic Size Of The Organization

A company with regular investment in executive development in HRM has
a huge inventory of managers or executives. These organizations focus on cre-
ating future executives from the very beginning of their career. As a result,
organizations always have the second line of command ready.

Companies with dynamic create the specified executives i:e executives in ev-
ery specialization. It gives an organization a specialized and qualified leader in
every field.
With this huge leadership support, an organization has high competitive and
dynamic power.

Change In Technology

Another importance of executive development in HRM is the ease in bringing
the change in technology in an organization. With rapid changes in technology
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and countdown changes in the environment, companies keep on bringing the
changes in their organization.

For example, Amazon Technical Academy teaches employees about software
engineering to build strong skills and capabilities. It creates a win-win situation
for both employees and the company to enhance their professional careers.

So, training and developments train their managers to build an environment
where quick changes are adaptable. Plus, train the managers about how to
introduce a new change.

Social Responsibility

These days where training and development have become an integral and
continuous part of companies. Executive Development in HRM has become
more of social responsibility for the corporate world. As its awareness and its
importance are very good the o them, it becomes the social responsibility of the
companies towards young new employees.

As the first and second generation got their career opportunity with lead-
ership development. It becomes their social responsibility to give the same
opportunity to others.

Competition Growth

The need for executive development in HRM is also increasing because the
competition is increasing. With increasing competition, the value of good lead-
ership is required. As a result, with this increasing competition companies invest
more in leadership programs to build strong leaders.

As the environment is becoming competitive and their rapid changes it has
become extremely important to build the executive who can be as competitive.

To survive and top these competitive environments, companies guide their
future leaders, to have constant growth and development.

Few Skilled Managers

An organization needs constant leadership programs as the world is changing
techniques and strategies are changing. So, it’s important to have leadership
with skills and abilities.

In case the company’s managers are not efficient, which impacts on the com-
pany’s performance.
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To keep the organization efficient it is important to keep training and devel-
oping the employees.

Changes In Social And Cultural Environment

Organizations always have to work according to the business environment.
The external environment can be easily understood by the concept of PESTAL.
As the social and cultural environment changes their beliefs about education
and career.

With the growing belief in education and career, organizations have invested
in employees ’ career planning.

Plus engaging their employees with training, executive development in HRM.
Moreover, it creates a ripple effect on organizations. It promotes the valve and
image of the company.

Continuous Process

It means that the process of training and development is not a one time
process. It is a continuous process, which means that the benefits are also not
one time. The process of executive development in HRM take place in:

1. Lower Level Management
2. Middle-Level Management
3. Top Level Management

Plus, the different programs are designed according to the experience level
of an employee. So, these programs create a huge leadership inventory for the
organization.

Change In Labour-Management Relations

With the industrial revolution, the concept of labour and management rela-
tions has changed. Management now desires to build strong relations with its
employees. Management has created an environment where their employees can
grow.

Developing strong executive development HRM for their career growth, to
showcase opportunities, attracts employees and their trust in an organization.

Increased Professionalism

High competition, technology changes have brought more professionalism in
the corporate world. But, the professional manner of working needs to build in

Page 119



SC
SV
M
V

Department of ECE Human Resource Management

an organization. To achieve this, organizations take help for executive develop-
ment in HRM.

Continuous training and development among employees teach them more
productive and efficient ways to work. With the high learning environment,
organization leads to a more professional way of working.

So, these were the importance of executive development in HRM for organi-
zation and employees.

3.7 What Is The Executive Development Program?

The executive development program- a training and development program that
is used to create future leaders who can constantly strive to take on new chal-
lenges.

Executive Development in HRM programs can be divided into many different
programs. The different executive development programs are divided according
to the need and objectives.

Here is some condition to look for before finalising any executive develop-
ment program:

Look For Program Rankings

This is one of the basic criteria which we look at before applying for the
program, check for rankings, comments reviews etc.

Note: It is important to analyse programs which essential to your require-
ments and skills.

This is a very basic and crucial step to do because it will give you an idea
of what is curriculum and the structure of the executive development program.

Flexible Curriculum And Structure

When you are looking for programs in executive development in hrm it’s
important to choose a flexible program i:e program will have the flexibility to
adapt to new things, trendy corporate tools or environments.

It is only effective to attend an executive development program when the
program structure is updated and works with current trends.

Another thing to look at in the executive development program is the struc-
ture. The structure provides practical training, real-world exposure. Moreover,
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the structure should allow the skills of both business and leadership.

Program For Your Current Stage Of Career

Another thing to look at in the executive development program is the entry-
level or requirements. There are different leadership programs designed for
different level of management.

As there are three different levels of management: top, middle and lower,
the programs are also different in each level of management.

So, it’s important to choose a program that suits your career level.

Engaging Learning

One important thing to look at in executive development in hrm programs
is how students are learning and how much engaging learning is involved.

Engaging learning involves:

• Projects related to Job

• Leadership and management coaching

• Interactive Lectures

• Different Industry Expeditions

• Individual Leadership Plan

Adopt a plan which involves these factors, which will provide you with the
true skills and knowledge required in the corporate world.

Immediate Effects

An executive development program that can immediately apply the skills in
your work. Choosing the program which can help you to implement the skills
right away.

Choosing the program through which you can apply your skills immediately
helps you to measure the progress and the value-added.

These kinds of programs help in implementing the skills in the right way and
to solve the problems with leaders. So, it will give the smooth implementation
of leadership in a person.
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These were the few executive development program criteria on which you
can evaluate the program before applying.

3.7.1 Common Practices

The following is a list of common “best practices” used by companies to develop
executives and leaders. Use it as a way to evaluate your own company’s practice
and develop an action plan to improve.

• Linked to Strategy: Our executive development efforts are directly linked
to our organization’s strategy. It’s clear how these efforts help address our
marketplace challenges and/or achieve our strategic objectives.

• Top Management Driven: Our top executives champion our executive
development efforts. We have a senior, line executive advisory board.
Our top executives attend the programs as participants and also teach
when appropriate.

• Strategy System: We have a strategy and long-term plan for executive
development. Our programs and practices are part of a continuous system
and process rather than stand-alone, ad hoc events.

• Thorough Front-End Analysis: No significant executive development effort
is begun without a thorough front-end or needs analysis.

• Custom Designed: We custom-design our programs so they address our
unique, company-specific challenges and opportunities, and help create
and/or drive our vision, values and strategies.

• Leadership Profile, Feedback and Individual Development Plans: We use
a custom-designed [linked to our vision, values, and strategies], multi-
rater leadership instrument/inventory to provide confidential development
feedback to our executives. Our executives have individual development
plans based on that feedback.

• Top-Down Implementation: Whenever our executive and leadership devel-
opment efforts are aimed at organizational change, our top management
attends the programs first as participants. Then the programs are cas-
caded down throughout the organization.

• Action-Oriented Learning: Our executive learning experiences are action
oriented. Whenever feasible, we use some form of “action learning” where
participants apply what they are learning to real, current business prob-
lems and opportunities.

• Succession Management: We have an effective succession management
system that ensures we have the right executive, in the right job, at the
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right time. We seldom are forced to hire from outside the organization
to fill a key executive job opening as a result of not having a qualified
internal candidate prepared.

• Integrated Talent Management System: We have a well integrated tal-
ent management system (succession management, external and internal
executive education, on-the-job development, coaching/mentoring, etc.)
rather than independent stand-alone processes.

• Measurement: We set clear, measurable objectives when we create new
executive development strategies, systems, processes, and programs. Then
we measure the business impact using metrics that matter to senior man-
agement, and communicate the results effectively.

• High Potential Identification and Development: Our organization has an
effective process for identifying “high potential” talent and accelerating
their development.

3.8 Development

3.8.1 Concept of Self-Development:

To enable management development, managers at all levels apply the concept
of self- development (or self-control or self-management) to frame and achieve
the goals efficiently. According to Henry Sims, “Self-control refers to those
behaviours that an individual deliberately undertakes to achieve self-selected
outcomes. The individual employee selects the goals and implements the pro-
cedures to achieve those goals.”

In self-development programmes, managers:

1. Set their goals; what is to be done and how,

2. Take actions to achieve those goals,

3. Control the external stimuli affecting their development,

4. Introduce changes when required rather than follow changes, and

5. Measure their progress towards development in the light of goals set by
them.

3.8.2 Process of Self-Development:

The process of self-development includes:

Page 123



SC
SV
M
V

Department of ECE Human Resource Management

Figure 15: Self Development in HRM

I. Developing Awareness about Self

II. Adopting Methods of Development after Conducting the Awareness Anal-
ysis.

Developing Awareness about Self:

Personal effectiveness is increased through self-awareness. Self-awareness is
the level of awareness/understanding of an individual of his own self. This would
be high among persons concerned about their selves, their behaviour, feelings,
attitudes and mannerisms. Increased awareness of self can assist an individual
in effectively using his strengths and competencies in a given situation.

However, understanding oneself alone does not make a person effective.
Though generally we feel that we know ourselves, often we are not fully aware
of ourselves. Self awareness is an internal concept that helps a person identify
what he is. It can be developed by understanding the model of Johari Window.

This concept was developed by Joseph Luft and Harrington Ingham. The
term ‘Johari’ was developed by combining the first few letters of their names.
The model helps to understand relationships of a person with others. It studies
the dynamics of interpersonal relations.

According to the model, there are two dimensions for understanding the self:

1. Those aspects of a person’s behaviour and style that are known to him-
self, and

2. Those aspects of his behaviour known to those with whom he interacts
(others).

A combination of these two dimensions gives four areas about self.
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The model has four quadrants which together represent a total person in
relation to others. This relationship is represented on the basis of awareness of
behaviour, feelings etc. The awareness about self is dynamic. It keeps changing
as awareness changes with parties to a relationship.

The self-awareness or psychological condition of a person in relation to oth-
ers is represented in the four quadrants:

1. Open self:
This is a state where a person knows himself and also others. The behaviour
and feelings they share are, thus, open and compatible with each other. The
Arena includes information such as name, age, physical appearance, location,
contact address, familial or organisation affiliation.

It contains information that one knows about his own self and which others
also know about him. In this square, what others know about us corresponds
with what we know about our self. It is an area characterised by free and open
exchange of information between others and the individual. There are almost
no conflicts and negative feelings about each other. Arena increases when the
blind, closed and dark areas decrease.

2. Blind self:

This represents a state where a person knows about others but not about
himself. His behaviour and feelings are known to others but not to himself.
His behaviour is, therefore, sometimes irritating though it is not intentional. A
person may have mannerisms of which he is not aware that are perceived by
others as funny, annoying, or pleasing.

For example, an individual might be surprised to hear that his method of
asking questions annoys others because it is interpreted as cross-examination
rather than curiosity or a request for information. Others also do not correct
his behaviour as they do not want to offend him, though they know about his
behaviour.

3. Hidden self:
It is a psychological state where a person knows himself but not others. The
closed area involves that which is known to the person but not revealed to oth-
ers; things in this area are secret. He has information which others do not have.
He also does not share it with others and his behaviour and feelings represent
only his private self.

For example, a subordinate may be annoyed if his supervisor does not ask
him to sit down during a meeting, but he will remain standing without letting
the supervisor know that he is annoyed. The supervisor may think that the
subordinate does not mind standing and accepts his behaviour as part of their
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hierarchical relationship. Most people have many such feelings in their closed
areas that they are unwilling to reveal to the persons concerned.

4. Unknown self:

The fourth area is the Dark area, inaccessible both to the persons and to
others. This represents a state where an individual does not know himself and
others also do not know about him. The behaviour and feelings are not clear
till these unknown aspects of a person come to light.

Some psychologists believe that this is a very large area indeed and that cer-
tain circumstances (for example, an accident), particular life stage, or special
techniques such as psychoanalysis may suddenly make a person realise some hid-
den aspects of him. To enhance our personal effectiveness, Openness or Arena
contributes significantly to personal effectiveness – the larger this area, the more
effective a person is likely to be.

As shown in Johari Window, the size of Arena (openness) depends on the
size of the Closed and Blind areas; the smaller the other areas, larger is the
Arena. The more a person shares his views, feelings, reactions etc. with others
(the larger his Self-disclosure), the less will be his Closed area. Similarly, the
more he receives and uses Feedback from others, the smaller his Blind area will
be. For increasing self awareness or self-development, thus, a manager should
increase his open- self.

This can be done in the following ways:

a) He should analyse his self and identify his strengths and weaknesses.

(b) He should understand his behaviour and emotional state and try to re-
late it with others.

(c) On identifying himself, if he analyses weaknesses, he should try to over-
come them and develop his strength.

(d) Change is the essence of self-development. He should be open to change
and if he is unknown to self, he should accept the advice of others and develop
a positive mind set.

(e) He should adjust his behaviour through change in interpersonal processes.
He can change from hidden-self to open-self by sharing awareness with others,
Similarly, he can change from blind-self to open-self by taking feedback from
others. He should be open to disclosure of his behaviour by others. He should
take what others give about him.

Although a large Arena or Self-disclosure and Use of Feedback (and small
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Blind and Closed areas) would be desirable to contribute to personal effective-
ness, the matter is not so simple. A person with a large Arena may still be
ineffective.

We can understand this as follows:

1. Self-disclosure:

Self-disclosure is sharing one’s ideas, feelings, experience, impressions, per-
ceptions and various other personal data with others. Openness is an important
quality and contributes a great deal to a person’s effectiveness. But openness
or self-disclosure alone is misunderstood as sharing everything with everyone.

Openness can be effective if:

(i) The person sees that sharing what he wants to share is appropriate. In-
appropriate sharing does not contribute to effective openness. For example, a
work place is usually inappropriate for a person to share his marital problems.

(ii) Openness can be characterised as effective if the person is aware of what
openness is likely to do to others. Those who practice openness merely by call-
ing others names or giving vent to their feelings are not likely to be effective.

For example, a supervisor who takes out his anger on a subordinate without
considering that person’s ability to process and use the data generated will not
be effective. The supervisor would be better advised to listen to the subordinate
and share his concerns in a manner that will help the latter to use the data he
receives.

2. Use of Feedback:
Feedback on a person’s behaviour and its impact on others about which the per-
son himself does not know may be positive or negative. Generally, there is no
problem in positive feedback. Negative feedback, however, creates disharmony
with self-image, and may be threatening to the ego.

When one receives negative feedback (for example, if one is criticised or
blamed for the way he behaves), one tends to be defensive and generally uses
defensive behaviour to deal with the feedback.

3.8.3 Methods of Self – Development:

After developing awareness about self, if the manager analyses his weaknesses,
he adopts measures to convert them into strengths.
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This can be done in the following ways:

1. Constructive behaviour:

The manager should engage in constructive behaviour which leads to goal at-
tainment. This can be developed by managing stimuli that affect his behaviour.
He should remove stimuli that evoke undesirable behaviour and promote stimuli
that evoke desirable behaviour.

New behaviours can also be created by introducing new stimuli or rearrang-
ing the existing stimuli. Once the stimuli are created, rearranged, reduced or
increased, the manager measures his behaviour arising out of that stimuli and
reinforces it in order to achieve the goals.

2. Time management:

The manager is usually constrained by time in achieving the organisational
goals. Time management reduces the elements that lead to waste of time. In-
ternal organisational factors resulting in waste of time are improper planning,
overwork, failure to delegate, postponing work etc.

The external factors are noise, unnecessary meetings and travelling, incom-
plete information about the environment etc. He should reduce these elements
and manage his time properly to understand himself, others and relate his knowl-
edge with organisational goals. Various techniques of time management are
critical point control, management by exception, delegation of authority, proper
planning and scheduling etc.

3. Self study:

Managers should not only do the assigned task or formal organisational activ-
ities, but also enrich their knowledge by reading good books, magazines and jour-
nals in the field of management. Study of literature leads to self-development
and contributes to organisational goals. Attending seminars, conferences and
workshops is also helpful in this regard.

3.9 Knowledge Management

3.9.1 What is Knowledge Management?

Knowledge management is the conscious process of defining, structuring, retain-
ing and sharing the knowledge and experience of employees within an organiza-
tion.
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The main goal of knowledge management is to improve an organization’s
efficiency and save knowledge within the company.

Often it is referring to training and learning in an organization or of its
customers. It consists of a cycle of creating, sharing, structuring and auditing
knowledge, in order to maximize the effectiveness of an organization’s collective
knowledge.

3 main areas of knowledge management
1. Accumulating knowledge
2. Storing knowledge
3. Sharing knowledge

The goal is to enable organizational learning and create a learning culture,
where the sharing of knowledge is encouraged and those who seek to learn to
better themselves find it easy to do so.

When thinking about knowledge management, it is helpful to consider the
types of knowledge and how possible it is to share that knowledge within an
organization.

Tacit knowledge and explicit knowledge are the two main types of knowledge
covered within the definition of knowledge management.

Tacit knowledge is knowledge gained through experience. It is more intu-
itive, less easy to package and share with others. Examples of tacit knowledge
are know-hows”, innovative thinking, and understanding body language.

Explicit knowledge is knowledge and information that can be easily codi-
fied and taught, such as how to change the toner in a printer and mathematical
equations.

Knowledge management will ensure that the specialized knowledge of em-
ployees does not leave with them, or go unutilized by other employees who would
benefit from that knowledge.

It allows for better situational awareness, as well as opening doors for learn-
ing about best practices, lessons learned, and overall organizational improve-
ment.

3.9.2 Why is knowledge management important?

Knowledge management is important because it boosts the efficiency of an or-
ganization’s decision-making ability.
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In making sure that all employees have access to the overall expertise held
within the organization, a smarter workforce is built who are more able to make
quick, informed decisions that benefit the company.

Innovation is easier to foster within the organization, customers benefit from
increased access to best practices and employee turnover is reduced.

The importance of knowledge management is growing every year. As the
marketplace becomes ever more competitive, one of the best ways to stay ahead
of the curve is to build your organization in an intelligent, flexible manner. You
want to be able to spot issues from a distance and respond quickly to new in-
formation and innovations.

Companies begin the knowledge management process for many different rea-
sons.

A merger or acquisition could spur the need for codifying knowledge and
encouraging teams to share their expertise.
The imminent retirement of key employees could demonstrate the need to cap-
ture their knowledge. An upcoming recruitment drive shows the wisdom in
using knowledge management to assist in the training of new employees.

3.9.3 Benefits of knowledge management

• More efficient workplace

• Faster, better decision making

• Increased collaboration

• Building organizational knowledge

• Employee onboarding and training process is optimized

• Increased employee happiness and retention, due to the valuing of knowl-
edge, training, and innovation

Knowledge management is an important tool in any company that wants to
increase their bottom line and market share.

3.9.4 Knowledge management process

In organizing the knowledge management for an organization, there is a four-
step knowledge management process that can be followed.

1. Discovery
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Figure 16: Knowledge Management Process in HRM

How will knowledge inside the organization be discovered?

In every organization, there are multiple sources of knowledge.

In this step of the process, the sources of knowledge are identified, as well as
where critical knowledge is kept, what can be learned from this knowledge and
if there are areas in which knowledge can be lost during the process.

The discovery process is helped by a solid understanding of the knowledge
flow of the organization.

2. Capture
How will new and existing knowledge be stored?

Every organization contains a vast amount of knowledge, and it must be
stored and organized in a deliberate manner.

By creating a system that is mapped and categorized, knowledge is more
easily accessed and the organizational structure is increased.

This can include scanning documents, using metadata and indexing.

3. Process

How best can this knowledge be synthesized and incorporated?
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This step involves a deep analysis of the knowledge gathered in the previous
two steps.

The organization must organize and assess the knowledge to see how best it
can be folded into the structure of the organization.

This step is when an organization should be establishing and promoting a
cultural shift toward knowledge sharing and developing employees to be inno-
vators.

4. Share and benefit

How best can individuals within the organization access this knowledge?

The point of knowledge management is to enable easy access to knowledge
within the organization.

Building a system that works is the first step, but individuals need to un-
derstand how to use that system.

Implementing training programs can help increase the understanding of
knowledge management systems.

Once the system is being used, the company benefits from increased effi-
ciency, better decision making, and more innovative employees.

3.9.5 Knowledge management methods

Depending on what the company needs, their knowledge management will look
different.

Below we have listed the most common types of knowledge management ex-
amples:

1. Tutoring training, communities of practice, QA, and expertise
location These examples all involve the transfer of knowledge directly
from the knowledge holder.

This could be through in-person tutoring, company-wide training sessions,
online chats and group discussions - or a mix of those options and others.

For expertise location to be an effective aspect of a knowledge management
system, there must be a searchable matrix built that allows for documentation
of competencies.
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Pros:

• Questions can be immediately answered

• Clarifications can be made if the material is not understood

• Brainstorming sessions can be facilitated, taking advantage of the com-
bined power of the group’s experience and knowledge

• In-person learning tends to be remembered more clearly

Cons:

• Can be time-consuming and take away from the tasks the knowledge holder
is trying to complete

• A system of expertise location can be time-consuming to build and main-
tain

• Can be difficult to document and save for future use

• You can lose the knowledge if the knowledge holder will leave the company

2. Documentations, guides, guidelines, FAQ and tutorials

These written communications are great for storing and transferring knowl-
edge.

With text-based knowledge management, a system to store, categorize and
navigate subjects is necessary.

In many cases, metadata is a great help for this.

Pros:

• Can be archived and stored easily

• Easy to share online

• Can easily combine multiple people’s expertise into one packet

• Fast navigation to solutions when organized well

Cons:

• enquires more time to create
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• Must be organized properly or the knowledge will not be findable

• Knowledge must be kept up-to-date

3. Forums, intranets and collaboration environments

These online resources spark conversation and bring many knowledge hold-
ers into the same place.

Threads, subforums and groups can be divided by topic, level of expertise
or any number of other classifications.

Pros:

• Collaboration drives innovation

• Many experts can be brought together into one place, no matter their
location globally

• Facilitating contact with remote teams helps teamwork and knowledge
transfer

Cons:

• Can be a chaotic, noisy environment

• Knowledge is not actively being vetted as it is added to discussions

• Searching through many messages and threads for relevant answers is time-
consuming

• Messages and threads might not be archived

4. Learning and development environments

Creating an environment where learning is considered an asset will drive
employees to continuously educate themselves.

Incentivizing them to take advantage of your knowledge management sys-
tems will result in upskilled employees who are ready to take on leadership roles
in your organization.

For this to happen, there must be structured and accessible learning and
development technology in place that employees can use.

Pros:
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• Motivated employees can develop themselves at will

• Training pathways can be set out

• The structure allows for easier discovery of subjects

Cons:

• Requires a lot of effort to build and maintain

• Content must be created and continually updated

5. Case studies

These in-depth studies into particular subjects serve as complete guides to
a subject.

Looking at the actions taken, the results of those actions and the lessons
learned can be extremely valuable and allows for lessons learned to be fully
documented and archived.
Pros:

• Allow for full documentation and archiving of lessons learned

• Easily shareable

• Efficient for communicating complex information

Cons:

• Take a lot of time and skill to create

• Can be too specialized to apply the knowledge broadly

6. Webinars
These online seminars can be very helpful in widely disseminating ideas through-
out teams, branches or the entire company.

Pros:

• Can be recorded and reused

• Easy for all interested employees to attend

Cons:

• Take time and effort to plan, write and deliver

• Requires organization
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3.9.6 Knowledge management best practices

1. Sharing knowledge must be built into the company’s DNA
Knowledge management must be prioritized within the company, and an ethos of
sharing knowledge must be built into the DNA of the company and incentivized.

2. Establish a clear process
There needs to be a clear system for all steps of knowledge management, while
also leaving room for innovation.

3. Use technology to boost it
Technology supports knowledge management, allowing knowledge to be searched
for, found, and accessed within knowledge management systems. Technology
also allows people to communicate better.

4. Do not stop in half way
The organization’s governance must prioritize and reward knowledge sharing.
Without this step, instituting knowledge management systems will be a battle.

Organizations that take full advantage of knowledge management are better
able to react quickly to changing market conditions, offer better services to their
customers and increase their innovation and efficiency.

3.9.7 What are knowledge management systems?

Knowledge management systems are IT solutions that allow for the storage and
retrieval of the information stored within the company, allowing for better col-
laboration and more efficient problem-solving.

Depending on what your company needs, they will have different features.

Examples of knowledge management systems are:
Feedback database - Everyone involved in a product, from designers to salespeo-
ple to customers, have the ability to share their feedback with the organization.
All stakeholders are able to access the feedback, and thus can quickly make key
changes armed with information.
Research files - In developing projects and ideas, a company does market and
consumer research to find out what is needed, what niches are yet to be filled
in the market, and what trends can be forecasted. The files are then shared
within the organization to allow all departments to benefit from the research
conducted.
Shared project files - This system allows for greater collaboration and teamwork,
especially across distances.
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4 Unit-IV Sustaining Employee Interest

4.1 Compensation plan

Everything you need to know about compensation plans. Compensation is de-
fined as the money received by employees from the organization on account of
the performance they render.

When the employee receives the money in terms of salary or wage, it is
known as direct compensation.

When the employee receives benefits such as – health insurance, medical
benefits, travel allowances, etc., these are known as indirect compensations.

Compensation is an integral part of an employee’s sustenance and survival
which has a motivational element also.

An organization always wants to draw an effective compensation plan to
make their employees content and motivated.

An effective compensation plan fulfills the expectations of the employees and
satisfies them. At the same time, it works towards the overall fulfillment of an
organization’s objectives.

4.1.1 Compensation Plan – Introduction

The success of any sales organization depends on the achievement of the sales
goal set for short- term as well as long-term periods of time. While other pro-
grammes such as sales force recruitment, training, and motivation are a cost
to the company, sales force compensation deals with the management of the
performance of the salespeople for generating revenue for the firm.

The sales performance of an organization depends largely on the efficiency of
the salespeople. Salespeople tend to increase and manage their performance by
linking it to the compensation they receive from the sales organization. A sound
compensation plan will motivate salespeople to enhance their performance and
achieve higher targets for the organization.

The compensation plan should encourage realizing larger sales, bringing sta-
bility to sales, and controlling the performance of the salesperson- If the com-
pensation plan is motivational enough, the salespeople tend to overcome the
fluctuations, competitor’s onslaught, and other market-related problems.

A good compensation plan is also vital for the organization, society, and
nation. It contributes to the growth and success of the organization and brings
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cash to the organization, which is the lifeblood of the organization. The society
is benefited in the process of creating more job opportunities and delivering
higher standards of living.

The nation changes from an agrarian based economy to a developed econ-
omy as more and more jobs are created and products and services are consumed
more and more.

Though sales force motivation-related research has identified the compensa-
tion as a hygiene factor, in countries such as India, compensation plays a great
role in motivating people, and managers are often advised to pay according to
the nature of duties of the salespeople. Since compensation has a direct bearing
on the moral and productivity of the organization, the salespeople should be
paid purely based on managerial objectives, value system of the organization,
and long-term goal of the organization.

Researches have evaluated the importance of various rewards in motivating
the salespeople. It has been observed that the most important motivating factor
is the pay structure for the salesperson. Salespeople are highly committed to
a better pay structure than elements such as compliments and security. The
importance of the set of motivators also varies with the demographic variables
such as age, position in the organization, and stages in the life cycle.

4.1.2 Definition

Compensation is defined as the money received by employees from the organiza-
tion on account of the performance they render. When the employee receives the
money in terms of salary or wage, it is known as direct compensation. When the
employee receives benefits such as – health insurance, medical benefits, travel
allowances, etc., these are known as indirect compensations.

Compensation is an integral part of an employee’s sustenance and survival
which has a motivational element also. An organization always wants to draw
an effective compensation plan to make their employees content and motivated.
An effective compensation plan fulfils the expectations of the employees and
satisfies them. At the same time, it works towards the overall fulfilment of an
organization’s objectives.

4.1.3 Compensation Plan – 18 Important Features of an Effective
Compensation Plan

The reward system should address the short-term as well as the long-term is-
sues of the salesperson. While survival is a short-term issue for the salesperson,
recognition and growth in the company and career are the long-term issues for
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a salesperson.

The sales compensation plan should address the fair wage to the salesperson.
The compensation system should guarantee a fair wage, which is essential for
the survival of the salesperson’s family, failing which he will feel dissatisfied and
become unstable on the job. The pattern of the remuneration should be such
that it should reflect a stream of stable income flows for the salesperson. Any
deviations and fluctuations in this flow will put the salesperson under tension
and he will be looking for opportunities to move out of the job.

The salary should have a fixed component and a regular flow of income so
that the salesperson can maintain an average standard of living. The com-
pensation plan should be linked directly to the efforts and performance of the
salesperson. If there is no link between them, then salespeople either tend to
take benefit of the system or feel demotivated to contribute (in the case of a
fixed salary pattern) as they compare the contributions and remunerations of
others in the organization with their own.

The reward system should have future orientation. The remuneration should
take care of the salesperson’s housing need, dearness allowance, conveyance, pen-
sion, provident fund, and medical needs.

A sound remuneration plan should be based on the principles of equity and
equality. As the rule of the land has to be universally applied across all cit-
izens, the principles of remuneration and reward should be based on equality
and equity among all types of employees. People with similar job functions and
performance expectations should get comparatively similar rewards.

The reward system should be designed in such a way that it helps the peo-
ple to go higher than the current performance. It should be a sum of multiple
incentive components. Many sales compensation programmes are so complex
that the level of comprehension of the salespeople about the salary structure is
affected. So it should be simple and easy to describe and understand.

The sales manager should be able to describe the programme easily and
implement the compensation plan without much difficulty. A good sales com-
pensation plan should help the sales manager to control the sales force by con-
trolling their work hour commitments and call realization in the organization.

A comprehensive sales compensation programme should be economical to
the company, failing which the cost of sales and customer service will go higher
and the salespeople will enjoy at the cost of the company. The reward system
should have a link to the paying capacity and budgetary provisions of the sales
organization.

The sales manager should take into account the comparable salaries of the
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competitors and that of the industry so that they can keep the compensation
plan competitive in comparison with other firms. A competitive remuneration
plan will keep the good salespeople in the company and the competitors will
not be able to take them away with a higher offer.

A rigid compensation plan runs the risk of being outdated when the envi-
ronmental is undergoing changes and the competitors are changing in response
to these changes. This calls for increasing the flexibility of the compensation
programme so that it can fit into the changing environmental needs, emerging
technology, and competitive landscape prevailing in the industry.

A sales manager should take into account the salesperson’s opinion while
designing the sales compensation plan. A participatory method of the compen-
sation plan which is prepared in consultation with the employees, has a higher
power of motivation than a programme that is thrust upon them.

The compensation plan should have the ability to hedge against the inflation
and should carry a relationship with growing market rates and prices. The rate
of compensation should be based on factors such as the current industry rate
for the same job, the nature of the sales job, the difficulty involved in realizing
the sales, and the abilities and experience required for doing the job. However,
there should also be provisions to control the costs.

Following are the features of a good compensation plan:

1. It is consistent with the position held by a salesperson and the job de-
scription laid down for such a position.

2. It decides the right salary and other benefits befitting the position and is
at least in conformity with the prevalent salary structure for such a position in
the industry.

3. It acts as a catalyst to improve the productivity of the organization.

4. Money is a great motivator. It acts in this direction. It provides satisfac-
tion and security to the sales force.

5. It helps to improve the financial health of the employees, organization,
and the society at large.

6. It does not distract the team spirit and the group cohesion within the
sales force.

7. It helps to generate a hearty and a cordial relation between the salespeo-
ple and the sales managers.
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8. It is simple and very easy for the salespeople to understand. The sales
managers find no difficulty to apprise them on the plan.

9. It is flexible so that future changes in the compensation structure can
easily be accommodated.

10. One of its components (particularly variable part such as – commissions,
bonuses, etc.,) has a direct relationship with the sales force performance.

11. It helps to retain the existing sales force particularly those who perform
satisfactorily for the firm. Alternatively, it keeps the competing firms away to
pull out the efficient salespeople.

12. It is in sync with the sales and profit objectives of the firm.

13. It is acceptable to both the salespeople and the employers.

14. It generates a positive correlation between compensation and motiva-
tion, and motivation and performance.

15. It provides salespeople with a direction for individual goal-fulfilment.

16. It enhances the job involvement and the commitment to the job.

17. It increases the sense of belongingness of the salespeople to the company.

18. It acts within the contours of the strategic marketing plans of the com-
pany.

4.1.4 Compensation Plan – Factors Influencing: Internal and Exter-
nal Factors

Compensation level is influenced by a host of factors. Some factors are internal
in nature and others are external. Internal factors are company-specific that
relate to the company’s resources, abilities, policies, etc. External factors are
those that operate outside the organization, i.e., the external environment that
have an effect on the compensation plans.

1. Internal Factors:

The internal factors are discussed in brief as follows:

i. Financial Ability:
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A firm’s liquidity position, returns on investment, financial outlay, etc., indi-
cate the long-term financial capacity of a firm. A company’s financial strength
should be such that even in uncertain situations, it can adhere to the compen-
sation policies and pay uniformly to all its employees.

ii. Compensation Policies:

A company’s compensation policies are determined by the number of em-
ployees working, number of permanent employees, number of casual staff, etc.
Moreover, whatever policies the company follow (say, only salary schemes or
performance-based incentive schemes) should have a relationship with the total
remuneration volumes of the company.

iii. Recruitment and Selection Policy:

This influences the number of people that are on the payroll. The compen-
sation policies should take into account the number of new employees inducted
and the number of employees that are retired or have left.

iv. Promotional Policy:

Compensation plans should be consistent with various managerial or non-
managerial ranks and promotion from one rank to the next should be coupled
with reasonable rise in salaries and other benefits.

v. Job Descriptions:

The volume of job (sales volume), its importance, and characteristics are
related to the compensation level assigned to a job position.

vi. Job Evaluation:

The worth of the job in terms of contributions in financial terms to an orga-
nization is related to the compensation level. For example, the contribution of
a salesperson in selling a high unit value item such as – a turbine or furnace to
the firm is immense and therefore, the concerned employee needs to be suitably
compensated.

vii. An Employer’s Designation and Position:

An executive or managerial position definitely deserves higher pay level. Sec-
ondly, a senior in position demands a higher remuneration package than that of
the junior employee.

viii. An Employee’s Relative Contribution:
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Here, merit of the employee is a decisive factor in finalizing his pay package.
A high performing salesperson in a rank can deserve special attention in terms
of incentives or rewards.

2. External Factors:

The external factors including a compensation plan are discussed
as follows:

i. Prevailing Compensation Policies in the Industry:
Every industry has a trend to offer compensation to its salespeople and it is
safe for a firm to follow the industry trend. This is especially true for medium
and small companies with limited financial strength. But efficient salespeople,
once they prove their worthiness, can bargain for better salaries or commissions.
There is no difficulty in putting them on premium compensation packages in
large companies.

ii. Legal Conditions:

As companies operate within the legal frame of governments, they need to
strictly observe the legal policies and regulations of the governments. The gov-
ernment has legal stipulations on the minimum wages act or provisions for fringe
benefits. But, many companies often violate these norms and engage salespeo-
ple on a meagre pay package and exploit them.

iii. Economic Conditions:

These are important pay level determinants. It is a customary practice in
the industry circuit that with the rise in inflationary conditions, the companies
escalate the level of the dearness allowance so that the employees can cope up
with the rising price level. Similarly, under recessionary condition, the com-
pany itself remains in a depressed condition and percolate down the same to
the employees. Therefore, employees are forced to remain with their existing
pay package for a long time unless the gloom is over. Sometimes, one can see a
reduction in the compensation as well and this is not an uncommon practice.

iv. Market Competition:

It is a great trigger to manage employees tactically on the compensation
packages. Under highly competitive situations, the companies deploy strategies
to sustain or survive in the chaotic situation and here, skilled employees become
valued resources of the organization. The company wants to retain them des-
perately by giving them attractive pay levels to prevent sudden attritions. The
efficient employees also can play their cards to compel reluctant companies to
augment their pay levels.
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v. Trade Unions:

It often plays a mediating role in the company’s decision to fix up different
pay levels for employees along various positions. This is true in public sectors
and large private sector firms. In small- or medium-sized firms, trade unions are
generally non-existent and employees are forced to swallow the salary or wage
levels as determined by the company.

vi. Global Considerations:

These are important when the company establishes any subsidiary units in
foreign nations or send their employees abroad to work on international projects
or businesses. It is essential, therefore, for the company to understand the cost
of living, tax structure, social or cultural norms, etc., of a nation that has strong
relationships with compensation levels.

Ingram et al. (2007) noted that individualism is a prized practice than col-
lectivism in work operations in the industry of some nations. Some other nations
believe working in a team. So, the compensation for salespeople working as a
team (e.g., salespeople engaged in team selling) is expected to be different than
individual employees who are solely entrusted to perform a piece of job. Unites
States is a follower of individualism whereas; Japan is a strong votary of collec-
tivism.

vii. Criteria for Sound Compensation Scheme:
A compensation scheme needs to follow some basic criteria or requirements.
These are important for both the organization and salespeople for peaceful coex-
istence under one roof. It should serve the interests of both the parties equitably.

Compensation of sales force is a vital aspect of sales force management. It
not only meets the basic needs of salespeople but also fulfils social and esteem
needs, according to Maslow’s need hierarchy.

4.2 Compensation Plan – 6 Major Steps in Designing a
Compensation Plan

A sales manager needs to design a compensation plan for the organization.
There is a scientific method of designing the sales force compensation plan,
which every sales manager should follow in organizations. The sales manager
should take into account the various factors influencing employee motivation
and the purpose of compensation. We will now discuss the various steps fol-
lowed in designing an equitable, justified, and strategic sales force compensation
plan.
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Step 1. Determine Sales Force and Compensation Objectives:

The sales manager should identify the corporate objectives and also the ob-
jectives of the salespeople while developing a compensation plan.

The sales objectives can be attainment of the annual sales volume target
and gross margins, attainment of monthly and specific period-wise sales tar-
gets, market penetration and exploitation of the territory potential at a specific
rate, management of sales calls and development of potential in key accounts,
development of new customers, and gaining support of the salespeople for the
new product introduction.

By evaluating the relative importance of these broad objectives, the sales
manager will be able to finalize the level and type of compensation plan to offer
to the sales force.

Step 2. Determine Major Compensation Issues:

Once the sales manager is able to finalize the compensation objectives, he
needs to compare his available payment structure with that of the industry
and major competitors. In the case of a new compensation plan, the industry
average and the competitors’ compensation plans serve as the benchmark for
designing the compensation plan.

The major components of salary are decided by taking into account the wage
level, the wage structure, the salesperson’s wage, and the salary administration
procedure.

The wage level of compensation talks about the salary in relation to the
competitors’ sales force compensation. If the organization’s salary level is lower
than that of the competitors, the salespeople will always wish to join the com-
petitor, and the competitor will in turn allure them to work with them, which
may lead to loss of manpower for the firm. Salaries for various salespeople should
be established by doing a comparative analysis of the salary level in the industry.

The wage structure is the explanation of the pay differential inside the orga-
nization at different levels. The evaluation of the job and description indicates
the extent to which the job contributes to the success of the enterprise. De-
pending on this evaluation, salary structures are planned at various levels in
the organization.

The individual wage is the salary paid to the individual salesperson depend-
ing on his work experience, nature of the job, and personal background. His
abilities related to job descriptions are evaluated while deciding on the compen-
sation structure.
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The administrative issues related to compensation management include the
sales force evaluation and control mechanism, mechanism for modified compen-
sation, and pay revisions and raises which should be meaningful enough for the
salespeople to stay longer with the sales organization. The sales manager pre-
pares the budget for compensation of the salespeople, considering the ability
and intention of the organization to compensate the sales force in the form of
wages, commissions, perks, bonus, and incentives.

Step 3. Implement Long-Term and Short-Term Compensation
Plans:

The sales manager should take both long-term and short-term views of the
sales compensation plan. While in the short term, it should address the issues
of adequate compensation and low cost drive for the firm, in the long-term, it
should reduce the attrition rate and develop employees to take up higher chal-
lenges including managerial responsibilities.

Long-term planning includes promotions, retirement plans, disability bene-
fits, and life insurance for the salespeople. The compensation plans should have
a long-term vision and lasting value for the organization. Short-term issues re-
lated to the compensation plan include bonus, expenses management, and sales
contests. This should be coordinated with the total marketing efforts of the
organization and in sync with the long-term compensation plan.

The sales manager should communicate the compensation plan to the sales
staff inside the organization through inter-office memos, email, newsletters, and
all other means, and explain the advantages and mutual benefits of the sales
compensation plan. Many salespeople ask the company at the time of joining
about the nature and type of compensation they are likely to receive for the job.

The sales compensation plan should be designed and communicated in such
a way that it increases the clarity and comprehensiveness of the salespeople in
the organization. The sales supervisor is the key link in the chain of commu-
nication to the salesperson. Since salespeople normally work in the field, it is
important to brief the sales supervisors about the compensation plan so that
they can handle the salespeople’s queries.

The compensation message should include the part of the salespeople’s job
that will help the organization in attaining its goals. The sales supervisor should
also brief them about the role of the salespeople in achieving the sales objectives.

The sales supervisor should make the salespeople realize that their compen-
sation will largely depend on their ability and intention to contribute to the
organization’s goals. If the salespeople commit themselves to the organization
and their performance improves, so also will be the sales of the organization and
hence the level of compensation for the salespeople.
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Step 4. Relate Rewards to Performance:

In a scientifically designed compensation plan and the plan-related commu-
nication strategy, the rewards are always related to the sales performance. This
is an important stage in the compensation process, where each stage of perfor-
mance and reward system should be linked with the contribution of individual
salespersons towards the organization.

It also links the performance of the salesperson to the rewards through an
objective and logical method of performance evaluation.

Step 5. Measurement of Performance:

Like the compensation plan, the method of evaluations should also be objec-
tive and transparent. Sales organizations need to measure the performance of
the salespeople periodically. The criteria for evaluation should include the new
sales volume achieved in the last period, the level of customer satisfaction, and
the level of information dissemination about the performance of the company
and its product in the market.

Step 6. Appraise the Compensation Plan:

It is necessary to look at the redundancy effect of the compensation plan.
This should be done on a periodic basis so that the sales manager can find out
the relevance of the company’s compensation plan in the face of competition
and evolutions in the sales management function.

The success of the plan can be evaluated by looking into the achievement of
compensation objectives, ability of the firm in attracting new salespeople with-
the current compensation plan, and finding out the relationship of the compen-
sation plan with the attrition rate in the organization. The compensation plan
should be updated continuously to respond to new sales force objectives. There
should be a continuous attempt to link the available compensation methods
with the desired performance of the salespeople.

4.3 Rewards

The achievement and benefit received by employees for their job performance in
an organization are known as reward. Employees join the organization within
certain expectation of reward. Some may be expecting for better salary and
wages i.e., economic rewards while other may be seeking for facilities like ac-
commodation, transportation, health, safety and other benefits as reward. Thus,
economic and non economic benefits provided by organization to employees for

Page 147



SC
SV
M
V

Department of ECE Human Resource Management

their job performance regardless of their expectation is known as reward. Em-
ployees must be communicated about the reward provision in an advance.

Matching the reward system with the level of performance for each job as-
signed in organization is known as reward management. To make effective
reward management, an organization has to prepare an appropriate reward sys-
tem. Attractive and transparent reward system must have quality to motivate
and empower the dedicated and reliable employees. Reward management will
also assist in planing the long term financial management.

In conclusion, Reward management means ascertaining and providing the
reward to an employee according to their job performance and maintaining the
record of this. This will motivate employees to make their effort in achieving
organizational goal. Reward management assists in making different identifica-
tion among the like minded organizations. Appropriate, up to date, transparent
and competitive reward management will provide high morale to the employ-
ees. They feel proud to be associated with the organization. Reward can be
considered as a benefit, facility and career development. Reward managements
should match with the job performance level, employee’s requirement and over-
all organizational capacity.

Reward and Compensation Management, which comes under human re-
source management is concerned with the implementation and formulation of
policies and strategies that aspire to reward employees equitably, fairly and reg-
ularly in accordance with their performance and value to the company.

Reward Compensations = Motivated Manpower

Reward management is a good motivational practice that companies use in
order to reward their employees for their success and achievement. The com-
pany sets their goals and authorizes rules for their employees so that they can
follow and achieve those set goals.

This makes sure that the employees are completely aware of the rules and
goals and they receive their rewards for their performance. All employees follow
the generic reward system as it is a just system.

Importance of Compensation Reward System in HRM

In the present generation, employees often don’t remain in their jobs as be-
fore. Every time a new employee is brought on board, the company spends its
valuable resources and money on hiring and training which it could have utilized
or spend elsewhere.

Having a wonderful reward system helps keep employees satisfied, happy
and loyal to the company. They stay eager to take more steps and climb up the
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ladder and reach a mightier place within the company.

Employee Engagement : Meaning, Importance Activities Ideas

Rewards like additional pay and public recognition motivate employees so
that they can work harder. Using a software in place to track the employee
performance empowers the employee and the employer to monitor the progress
and identify when goals are achieved and rewards are earned.

4.3.1 Types of Reward Management

1. Extrinsic Rewards: These types of rewards satisfies basic needs like secu-
rity and survival, pay, treatments and conditions.

2. Intrinsic Rewards: These rewards focuses on satisfying higher level needs
like development and esteem.

3. Individual Rewards: Includes base pay, incentives, rewards attendance,
performance, competence, and benefits.

4. Team Rewards: Includes team benefits and rewards groups cooperation.

5. Organisation: Includes profit sharing, gain-sharing and revenue sharing.

The 3 Major Types Of Rewards

1. Intrinsic versus Extrinsic Rewards

Intrinsic rewards are the rewards that are non-tangible but yet results in
higher levels of job satisfaction. Some examples are- an impressive job title,
career growth, personal achievements, praises, etc.

Extrinsic rewards are tangible rewards that employees receive upon doing
good work. It includes bonuses, raises, gifts, etc.

Intrinsic rewards make employees feel valued in a company. Similarly, extrin-
sic rewards focus on improving employees’ performance through appreciation.
It’s necessary to find a balance between extrinsic (performance) and intrinsic
(motivation).

2. Non-financial versus Financial Rewards
Financial rewards work by positively contributing to the overall employees’ fi-
nancial wellbeing. It includes bonuses, salary raises, etc.

Non-financial types of rewards do not provide any financial gain to the em-
ployee. Instead, it focuses on appreciating employees through employee benefits.
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Gym memberships, parking spaces, gift cards are a few examples.

Non-financial rewards are more feasible for companies to reward employees
mainly because:

• Long-term effects as compared to financial rewards: Employees are more
likely to keep enjoying the benefits. However, financial rewards give one-
time satisfaction

• Employees feel more comfortable about discussing their rewards with their
peers.

• For the same performance, financial incentives require higher investment.

• It’s a more affordable option for small businesses and startups.

3. Membership versus Performance-based Rewards

Performance-based rewards are allocated based on the performance of an
employee in a company. Performance-based rewards are given in pay plans, in-
centive systems, group bonuses, or commissions.

Membership-based rewards are given in the form of benefits and services
provided to the company’s employees. For example, it might be in the form of
the annual Christmas bonus, company retreat, upgraded office furnishing, etc.

4.3.2 Objective of Employee Reward Management

1. Support the company’s strategy

2. Recruit retain

3. Strengthen psychological contract

4. Motivates the employees to a greater extent

5. Comply with legislation

6. Internal external equity

7. Financially sustainable

8. Efficiently administered

9. Retaining the employee

10. Attracting new employees

11. Avoid cost of hiring and training of new employee
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12. Encouraging positive attitude

13. Encouraging honesty and loyalty

14. Provoke employees to seek advancement

15. Help strengthen company’s reputation

Therefore, management of reward in a company helps to motivate and retain
employees in the company itself.

Compensation system is an important aspect of HRM as a well-designed
reward system always leads towards company’s productivity and employees sat-
isfaction.

Also, reward management is a unique process of implementing, creating, and
controlling a fruitful reward system in the company which helps to improve and
maintain company’s performance. It observes the strategic purposes of moti-
vating, attracting, and sustaining the employees.

Reward management is a critical aspect of Human Resource Management
and revolves around development, designing and implementation of appropriate
salary system. This system surely helps improve company’s performance and
keep employees motivated at work.

Trivia: Reward management has developed based on the grounds of psychol-
ogists’ behavioral research and has been an interesting topic since the year 1990.

4.3.3 How To Reward Employees In A More Effective Manner?

1. Having a reward system that fits your organizational needs will make rec-
ognizing employees much more effective. Vantage Rewards is an easy-to-
use, cloud-based rewards platform that automates and simplifies employee
recognition.

2. Make sure the type of reward fits the person you’re rewarding. For exam-
ple, performance-based rewards would more benefit a salesperson. Sim-
ilarly, a new hire will be more motivated by intrinsic rewards such as
praises and career advancement.

3. Recognition from one’s peers is a strong motivating factor for any em-
ployee. So, therefore, it matters the type of reward, be sure to acknowl-
edge it openly. Put it up on social media, office notice boards, and give
the award publicly.

4. Frequent and timely recognition is a crucial factor. Never hold off reward-
ing a piece of good work for a later date.
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5. It’s essential to measure the effectiveness of your reward system. One way
to do so is to take the necessary feedback from your staff.

4.4 Motivation

4.4.1 What is Motivation?

Motivation is a psychological process through which a person acts or behaves
towards a particular task or activity from start to completion. Motivation drives
or pushes a person to behave in a particular way at that point in time. When
the motivation is positive, a person is happy, energetic, enthusiastic self-driven
to perform the work and when it is negative motivation, person is demoralized,
sad, lethargic pessimistic leading to drop in productivity and performance.

4.4.2 Importance of Motivation

It is an important psychological factor for any individual as it defines the work,
ambition and drive of that person to do any work. A person with high levels
of motivation is motivated to do good quality work, help others, spread their
energy and focus on achieving goals. On the contrary, a person with low levels
of motivation, demotivates others, works shabbily and creates a negative atmo-
sphere.

It is an important human factor in an individual’s personal as well as profes-
sional life. Positive motivation for people is required in every field like business,
sports, politics, entrepreneurship etc. It is the desire of an individual to work
towards a motive, which is a certain task. In business, good motivation helps
employees learn important managerial skills like leadership, team management,
time management, decision making, communication etc.

4.4.3 Types of Motivation

It is driven by several factors which influences the behavior and attitude of an
individual. Based on the different factors and the kind of impact it has on a
person, there are different types of motivation. The different types of motivation
in people are:

1. Intrinsic Motivation
This type comes from within a person to do a task or achieve a particular goal.
It is a feeling of being self-driven and achieving objectives for oneself. Intrinsic
motivation is driven by motives like social acceptance, eating food, desires to
achieve goals, biological needs etc.

2. Extrinsic Motivation
This type drives an individual due to external forces or parameters. Some other

Page 152



SC
SV
M
V

Department of ECE Human Resource Management

Figure 17: Motivation in HRM

person or organization motivates the individual to work hard to achieve certain
goals or tasks. Extrinsic motivation is driven by motives like financial bonus,
rewards, appreciation, promotion, punishment, demotion etc.

3. Positive Motivation
This type drives an individual by offering positive accolades and rewards for
performing a task. In this type of motivation, the individual is rewarded by
monetary benefits, promotions etc. which drives an individual to work hard.

4. Negative Motivation
This is where fear and threat are used as a parameter to get the work done. In
this type of motivation, individuals are threatened with things like demotion,
reducing benefits, withdrawing merits etc.

For every individual, all the types are interlinked based on which he or she
takes an action. The resultant behavior of any person is basis the motivation
types he or she has been influenced by.

Keeping employees motivated is the biggest challenge for companies for en-
suring that they give a high productive output at work and help in achieving
company goals. A positive motivation amongst employees helps drive the busi-
ness positively enhances creativity. On the other hand, a demotivated employee
will not contribute efficiently and slowdown progress at workplace. The key el-
ements top factors which influence employees in business or people in general
are as follows:
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Figure 18: Motivation in HRM
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1. Salary
Monetary compensation benefits like gross salary, perks, performance bonuses
etc. are the biggest motivation factors. The better the salary and monetary
benefits, the higher is the motivation level passion of a person towards a job.

2. Recognition
Rewards, recognition, accolades etc. are important for ensuring high enthusi-
asm levels for an employee. If the hard work of an individual is appreciated, it
keeps them motivated to perform better.

3. Work Ethics
Ethical working environment, honesty etc. are important factors for any indi-
vidual. Good work ethics in a company helps keep employees motivated at work
place.

On the other hand, if the work environment is not ethical, then the work-
force might be demotivated.
4. Transparency with Leadership
The leadership in an organization helps in employee motivation if there are
transparent discussion and flatter hierarchies. The senior management has to
ensure that all subordinates are happy, focused motivated.

5. Culture at Work
A good, vibrant, positive culture at workplace is always an important factor.
People from different backgrounds, religions, countries etc. working together
helps create a social bond at workplace.

6. Learning and Development
Another factor influencing is the training and development opportunities that
a person gets. LD helps individuals develop more skills and have better oppor-
tunities in their professional career.

7. Work Life Balance
Having a good quality of work life (QWL) helps in the motivation of people. A
good work life balance ensures that a person can give quality time to both office
work as well as family.

8. Career Growth Opportunities
Career development opportunities have a positive influence on the motivation
of any person. If a person knows their future career path is secure, they tend
to work with more passion.

9. Health Benefits
Health benefits, insurance other incentives act as a source of motivation for
people. If the medical bills, hospitalization charges etc. are taken care of by the
company, it helps build a strong trust.

Page 155



SC
SV
M
V

Department of ECE Human Resource Management

10. Communication
A positive transparent communication between managers and subordinates
gives a sense of belonging and adds to the employee’s motivation. Discussion
related to work as well as personal life help make a friendly bond at workplace.

There are not finite factors influencing positive attitude of an employee.
These keep on changing depending upon the type of environment, job respon-
sibility, experience in life etc. Hygiene Factors of motivation are also given by
the Hygiene Theory.

4.4.4 Advantages of Motivation

There are several advantages of an employee being motivated at work. Some of
the main benefits of motivation for employees and companies are as follows:

1. Feeling of belongingness and self-respect.

2. A motivated employee is excited to learn and contribute more.

3. Higher productive output due to positive motivation.

4. Reduced absenteeism and lower attrition.

5. Employees high on motivation help reduce costs improve profits.

6. Reduce stress anxiety at workplace.

4.4.5 Disadvantages of Motivation

Despite several advantages, there are some probable drawbacks as well. Some
of them are:

1. It is a relative feeling and hence there is no way of ensuring that everyone
would feel the same way.

2. Motivating employees in a company requires additional efforts, money
and time on employee related activities.

3. It among people is mostly a short-term feeling. Afterwards a person be-
come demotivated or even uninterested about a particular task
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4.4.6 Examples of Motivation

Motivation is relevant in every field of life for any individual. There can be
many examples based on type, situation, field of work etc. Some examples are
as follows.

1. Consider a person who has joined a university. After a lot of hard work,
he or she gets admission in their preferred course. Hence the intrinsic motiva-
tion for the individual would be perform well in academics, get a good score,
learn new skills and get a job opportunity with a good company. Since this is
an internal feeling, the driving motives are achieving a personal goal.

2. An example of extrinsic motivation can be seen from a footballer, crick-
eter or any other sportsperson. Any sportsperson wants to excel in their sport
not only for themselves but to also become a crowd favorite and get their at-
tention. Hence, he or she gets highly motivated by this external factor which
drives them to perform better in their sport.

4.4.7 Theories of Motivation

Motivation theories seek to explain why employees are motivated by and sat-
isfied with one type of work than another. It is essential that mangers have a
basic understanding of work motivation because highly motivated employees are
more likely to produce a superior quality product or service than employee who
lack motivation. At one time, employees were considered just another input
into the production of goods and services. What perhaps changed this way of
thinking about employees was research, referred to as the Hawthorne Studies,
conducted by Elton Mayo from 1924 to 1932 (Dickson, 1973). This study found
employees are not motivated solely by money and employee behavior is linked
to their attitudes (Dickson, 1973). The Hawthorne Studies began the human
relations approach to management, whereby the needs and motivation of em-
ployees become the primary focus of managers (Bedeian, 1993).

Theories of Motivation by various researchers

1. Maslow’s Need Hierarchy

2. Existence Relatedness Growth (ERG) Theory

3. McGregor’s Theory-X and Theory-Y

4. Expectancy Theory

5. Reinforcement Theory

6. Herzberg two factor theory
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7. McClelland (Needs for Affiliation, Power, and Achievement) Theory of
Motivation

8. Adam’s Equity

4.5 Career Management

“Successful careers develop. . . when people are prepared for oppor-
tunities.”
Harvard Business Review

Career Management Process
Career Management is a life-long process of investing resources to accomplish
your future career goals. It is a continuing process that allows you to adapt
to the changing demands of our dynamic economy. The career management
process embraces various concepts: Self-awareness, career development plan-
ning/career exploration, life-long learning, and networking.

Self-Awareness
Look at yourself to discover your interests, skills, personality traits, and values.
You can start by asking yourself the following questions:

• Who are you?

• What interests you?

• What do you like to do?

• What are you good at doing?

• What do you value, what’s important to you?

• What are your special assets, skills, and abilities?

• Who needs the talents, skills, and abilities you can provide?

• What work environment and/or arrangements make sense for you?

• What activities do I find fun, motivating, interesting, and enjoyable?

• What skills do you need to acquire to develop and manage your career?

• What personal style or characteristics do I have that are important to me
in the work place?

Career Development Planning/Career Exploration
Career Development Planning is a process designed to help you to:

• Take the time to think about your job/career goals
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• Focus on developing knowledge and skills for your current position and
for future job opportunities

• Think about how you can utilize efficiently your strengths, talents, expe-
rience, and motivation – how can you use all of these aspects to increase
your passion for work!

• Be the architect of your own career development plan – write your goals,
make a decision to have a plan for your career development

• Discuss your career development goals with your manager

Once you have made a career decision, you need to plan how you will carry
out that decision. A career plan provides vision, structure, direction, and moti-
vation for your career management process.

What do you think of Career Development Planning?

Usually, when we think of career management, we think of the goals or ac-
tion items that we feel we need to do to move our careers forward. Often, we
carry these thoughts around in our heads for long periods of time without ever
writing them down. If we do write down our goals, they often take the form of
a list and many times we lose motivation after writing our goals down, misplace
the list, and attain only some of our goals. That is why this method of thinking
and just writing your career goals is not a very motivating or reinforcing process!

It is far more effective, motivating, and productive to think of career plan-
ning as a process that allows us to envision our future careers and then provides
us a path to follow in attaining our goals and realizing our dreams. Career plan-
ning is definitely not something that happens once or twice in one’s career. By
the contrary, it is a recurring process of taking the time to assess one’s identity,
setting new goals, creating new career horizons, and celebrating successes as one
develops and becomes more knowledgeable and skilled.

You can use the Individual Career Development Plan template to start your
planning process.

Life-long Learning
Are you surprised to know how much of the daily work is now based around
technology? Computers, smart phones, tablets and other technological devices
have drastically affected the way in which we conduct work. The consequences
of these advancements and innovations will quickly reflect through the economy,
affecting many industries and catapulting others into the limelight. It is clearly
up to you to be able to adapt to these ongoing innovations which will be di-
rectly related to how current you keep your knowledge and skills. You need to
consider how to vary your learning investments in time, energy and resources.
Examples may include: credentialed coursework, certificate programs (related
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to your career/interest), joining cutting edge projects/committees/task forces,
attending conferences, or simply staying current in professional reading.

Networking
As we have moved to an information, service and technological-oriented econ-
omy, our networking relationships have become essential assets. These relation-
ships will be the source of information about how emerging fields and industries
are evolving. In addition, personal and professional relationships will tran-
scend specific companies, communities, and industries. Our ability to interact,
respond and connect in our relationships will directly impact our present per-
formance and future career opportunities.

Remember that keeping connected and knowing how to build good relation-
ships are more important than ever before. These skills can be developed in
applied communication courses, contact management software, effective listen-
ing and your authentic desire to know more people.

4.5.1 Career Development Philosophy

The University of California, Merced encourages employees to develop in ways
that link to the strategic objectives of the campus. Career Development is a
partnership between the employee, the supervisor or manager, and the Univer-
sity.

Employees – are responsible for proactively managing their careers, in-
creasing their skills, experience, and maintaining a high level of performance.
Supervisors/Managers – are responsible for actively encouraging and sup-
porting staff in their career planning, using available resources, tools, and pro-
cesses to help employees find the best match between their abilities and the
needs of the organization.
The University – is responsible for creating and providing opportunities for
growth based on performance excellence, talent, and potential, and for encour-
aging mobility between job families and departments.

4.5.2 How Career Management Benefits to the organisation?

Well-planned and executed career programmes will benefit both the organisa-
tion and the employees in a number of ways. These include the following:

Staffing inventories.

Effective career management will help ensure a continuous supply of profes-
sional, technical and managerial talent so that future organisational goals may
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be achieved.

Staffing from within.

Because of the many potential advantages of promotion from within, most
organisations like to promote employees when positions become available. But
recruitment from within requires a strong career management programme to
guarantee that employees can perform effectively in their new jobs. Promoting
employees before they are ready to assume their new jobs will result in unsat-
isfactory performance, as predicted by the Peter Principle.

Peter Principle: Observation that in an hierarchy people tend to rise to
”their level of incompetence.” Thus, as people are promoted, they become pro-
gressively less-effective because good performance in one job does not guaranty
similar performance in another. Named after the Canadian researcher Dr. Lau-
rence J. Peter (1910-90) who popularized this observation in his 1969 book ’The
Peter Principle.’

Solving staffing problems.

Certain staffing problems may be remedied through effective career man-
agement. First, a high rate of employee turnover may be caused, at least in
part, by a feeling that little opportunity exists within the organisation. Second,
recruiting new employees may be easier if applicants realise that the company
develops its employees and provides career opportunities.

Satisfying employee needs.

The current generation of employees are very different from those of gener-
ations past. Higher levels of education have raised career expectations. And
many workers hold their employers responsible for providing opportunities so
that those expectations may be realised.

Enhanced motivation.

Because progression along the career path is directly related to job perfor-
mance, an employee is likely to be motivated to perform at peak levels so that
career goals may be accomplished.

Employment equity.

Guidelines demand fair and equitable recruiting, selection and placement
policies and the elimination of discriminatory practices concerning promotions
and career mobility- Many affirmative action programmes contain formal pro-
visions to enhance the career mobility of women and other formerly excluded
groups, including the development of career paths and the design of formal TD
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activities.

4.6 Development of Mentor

Mentoring is a process of using specially selected and trained individuals to
provide guidance, pragmatic advice, and continuing support that will help the
people in their learning and development process. The best example of a men-
tor is Mr. N. R. Narayan Murthy of Infosys. Mentoring is a method of helping
people acquire skills and knowledge from experienced managers who are wise in
the way of the organization.

Mentors provide people with:

1. Advice in drawing up self-development programmes.

2. Guidance on how to acquire the necessary knowledge and skills to do a
new job.

3. Information on corporate culture.

4. Help in the right direction.

5. Coaching in specific skills.

Mentors are a parental figure with whom individuals can discuss their aspi-
rations, and who will lend a sympathetic ear to their problems.

Definitions:
1. According to David Clutterbuck, ‘mentoring involves primarily listening with
empathy, sharing experience, professional friendship, developing insight through
reflection, being a sounding board, encouraging’.

2. According to Jacobi, ‘mentoring is a one to one helping relationship or
nurturing process’.

3. According to Vickie L. Nadolski, ‘mentoring is linking an experienced
person (mentor) with a less experience person (mentee) to help their personal
and professional growth’.

4.6.1 Characteristics of Mentoring:

1. Mentoring requires a high degree of mutual trust between the mentor and
the mentee.
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2. Effective communication is the key to the mentoring programmes.

3. The success of mentoring depends on the availability of the mentor and
predictability.

4. It is a systematic process of building a partnership.

5. Self-esteem and confidence is necessary for effective mentoring.

6. Mutual respect between each other is also required.

4.6.2 Importance of Mentoring:

1. Recruitment:

Mentoring helps an organization in identifying suitable candidates from in-
ternal sources of recruitment as well as from outside.

2. Building relationships:

It helps in building the structure of the organization.

3. Motivation to employees:

It also helps the employees acquire motivational trends from the mentors.

4. Securing knowledge capital:

Mentoring assists in securing knowledge capital apart from physical capital.

4.6.3 Mentorship: Benefits and Methods

Many companies are increasingly relying on informal training and mentorship
as valuable parts of their learning and development programs. Mentors not only
impart valuable skills to their mentees, but create positive company culture and
increase employee engagement.

The benefits of mentoring are numerous for all parties involved. The United
States Office of Personnel Management (OPM) lists just a few:

For the mentor:

Their enthusiasm for their role as an “expert” is renewed.
They gain a better understanding of challenges or obstacles that employees at
lower levels of the business may be experiencing.
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Their skills in leadership, coaching, counseling, and listening are developed.

For the mentee or protégé:

They gain the capacity to translate the company’s culture, values, and strate-
gies into productive actions.
Their transition into the company is smoother.
They are provided with a greater chance for career development opportunities.

4.7 MENTOR- PROTÉGÉ RELATIONSHIP

4.7.1 Developing Mentor-protégé relationship:

The relationship between an experienced employer and a junior employee in
which the experienced person helps the junior person with effective socializa-
tion by sharing information gained through experience with the organization.

Requirements for effective mentor-protégé relationship:

1. The status characteristics of the mentor:

Mentors should be seniors in status, experience, age, skills, knowledge.

2. Protégé: Junior employees should have the zeal to learn from their
senior employees regarding their career, social and psychological aspect.

3. The relationship: It is based on mutual dependence mutual trust.

4. The activities:

Developing the potentials of the protégé. Improving protégés performance

Interlinking formal learning practices Guide, support, providing feedback

5. Developing higher skills:

It should encourage their juniors towards high task performance by reducing
weakness strength of the protégés.

6. Response of the protégé:

Proteges should learn carefully regarding career opportunities, personal goals.

The mentoring relationship typically has four distinct and important phases
of development:
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Stage 1. Orientation – Laying the Foundation Stone of Success:

Mentoring is a joint venture and the first three to six months are crucial
time spent for both the mentor and protégé in getting to know each other, and
building trust and developing expectations of each other. The interaction is im-
portant as both parties get to know each for a strong and beneficial relationship.
The process begins with a first meeting where both parties discuss their expec-
tations. The mentor and mentees have a discussion where the developmental
goals are set.

More detailed objectives are defined and adopted as the relationship evolves.
At the first meeting startup issues, expectations, and initial goals discussed. A
mentor is generally a senior employee who guides and supports a less experi-
enced employee protégé. An important constituent of the mentoring relationship
is setting and facilitating clearly-defined learning objectives. In short it deals
with diagnosing the needs, setting objectives, identifying priority work, setting
tasks and beginning the work.

Stage 2. The Middle Period – Direction Setting

The middle phase is usually the most gratifying time for both mentor and
protégé. In the role of a mentor helps the protégé build his self-confidence. And
a mentor intercedes on behalf of the protégé. A mentor can help his protégé get
crucial work assignments which can bring him appreciation and, at times, help
him get salary increases and promotions. The mutual trust which has devel-
oped between the two in the first phase can give the protégé the confidence to
challenge the ideas of the mentor, just as the protégé’s ideas will be confronted
by the mentor.

Stage 3. Progress to Dissolution of the Connection:

Usually, the relationship begins to draw apart after a year or two. It is im-
perative at this stage that the mentor steps back from the formal relationship to
discuss together with the protégé, how they wish to continue their relationship.

Stage 4. Redefining the Association – Moving On:

When a mentor has done his bit to bring his subordinate on the equal plane
from where they can act as equals. He has encouraged and guided the protégé
to enhance his skills and acquire new ones. The mentor-protégé relationship
enters a new phase, where both parties can regard one another as equals.

They continue to have some form of interaction, although it is now on a
more casual basis. Mentoring is not an event, or even a string of discrete events.
Rather, it is the synthesis of ongoing event, experiences, observation, studies,
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and thoughtful analyses. The phase ends with a discussion on moving forward
and identifies contacts for the future.

Since it is a well-established fact that all successful business people do not
necessarily make effective mentors; certain individuals are more successful in the
role of developing others. Whether an individual is suited to the role of mentor
depends on their own stage of development and experience. Prior to entering
into a mentoring relationship, the protégé should assess the mentor’s potential
effectiveness.
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5 Unit-V Performance Evaluation and Control
Process

5.1 What is Performance Evaluation?

Performance evaluation is a part of a company’s process of understanding their
employees better and giving them feedback to help them improve their perfor-
mance. While several employees find performance appraisal to be unnecessary
if done right, it can have several benefits for the organization. Let us learn more
about performance evaluation in HRM.

Performance evaluation in HRM is a process of analyzing an employee’s
worth as well as contribution to the job. Getting an objective evaluation of
an employee’s performance will help a company identify any existing problems
in the workplace. This will help the HR department to solve those problems
quickly and with ease.

Performance evaluation are used for an employee’s development. It helps
the management to make decisions regarding promotions, job transfer termi-
nations. This systematic approach also gives employees an insight into their
current capabilities, whether they have scope to learn and grow, “where they
currently stand” with their boss their long-term plans with the company.

The entire performance evaluation process can be formal or informal depend-
ing on the call that the HR department takes. Decisions regarding the format of
performance evaluation are entirely dependent upon the particular organization.

A performance evaluation system is a systematic way to examine how well
an employee is performing in his or her job. If you notice, the word systematic
implies the performance evaluation process should be a planned system that
allows feedback to be given in a formal—as opposed to informal—sense. Per-
formance evaluations can also be called performance appraisals, performance
assessments, or employee appraisals.

There are four reasons why a systematic performance evaluation system
should be implemented. First, the evaluation process should encourage positive
performance and behavior. Second, it is a way to satisfy employee curiosity as
to how well they are performing in their job. It can also be used as a tool to
develop employees. Lastly, it can provide a basis for pay raises, promotions, and
legal disciplinary actions.

5.1.1 Definition of Performance Appraisal in HRM

Performance appraisal is a process where the employee’s performance, contri-
butions skills are evaluated against his/her job requirements. This provides
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a uniform platform to measure financial rewards, selection for promotions, or
assignments to important projects for each candidate.

Performance Appraisal in HRM creates a healthy competition between col-
leagues. It also helps employees compare and improve upon their skills if needed.
Appraisals are usually held annually in most companies.

5.1.2 How Performance Appraisals Work?

Every company has a different approach to their performance appraisal. Some
companies hold an annual review process, which may have assessment sessions
annually, semi-annually, or quarterly.

Some companies also adopt a method of one-on-one check-ins, which are con-
sidered less formal than the annual assessments. Managers are able to provide
frequent feedback to their employees in this system. These check-ins help the
employees to periodically check their performance and re-evaluate their goals if
needed. This approach works well on agile and collaborative projects.

Different methods are best suited for different companies. Some organiza-
tions also base their appraisals based on the kind of projects their employees
are currently working on.

5.1.3 Designing a Performance Appraisal System

There are a number of things to consider before designing or revising an existing
performance appraisal system. Some researchers suggest that the performance
appraisal system is perhaps one of the most important parts of the organiza-
tion (Lawrie, 1990), while others suggest that performance appraisal systems
are ultimately flawed (Derven, 1990), making them worthless. For the purpose
of this chapter, let’s assume we can create a performance appraisal system that
will provide value to the organization and the employee. When designing this
process, we should recognize that any process has its limitations, but if we plan
it correctly, we can minimize some of these.

The first step in the process is to determine how often performance appraisals
should be given. Please keep in mind that managers should constantly be giv-
ing feedback to employees, and this process is a more formal way of doing so.
Some organizations choose to give performance evaluations once per year, while
others give them twice per year, or more. The advantage to giving an evalua-
tion twice per year, of course, is more feedback and opportunity for employee
development. The downside is the time it takes for the manager to write the
evaluation and discuss it with the employee. If done well, it could take several
hours for just one employee. Depending on your organization’s structure, you
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may choose one or the other. For example, if most of your managers have five
or ten people to manage (this is called span of control), it might be worthwhile
to give performance evaluations more than once per year, since the time cost
isn’t high. If most of your managers have twenty or more employees, it may not
be feasible to perform this process more than once per year.

5.1.4 Performance Appraisal System Errors

Before we begin to develop our performance review process, it is important to
note some of the errors that can occur during this process. First, halo effects
can occur when the source or the rater feels one aspect of the performance is
high and therefore rates all areas high. A mistake in rating can also occur
when we compare one employee to another, as opposed to the job description’s
standards. Sometimes halo effects will occur because the rater is uncomfortable
rating someone low on a performance assessment item. Of course, when this
occurs, it makes the performance evaluation less valuable for employee develop-
ment. Proper training on how to manage a performance appraisal interview is
a good way to avoid this.

Validity issues are the extent to which the tool measures the relevant aspects
of performance. The aspects of performance should be based on the key skills
and responsibilities of the job, and these should be reviewed often to make sure
they are still applicable to the job analysis and description.

Reliability refers to how consistent the same measuring tool works through-
out the organization (or job title). When we look at reliability in performance
appraisals, we ask ourselves if two raters were to rate an employee, how close
would the ratings be? If the ratings would be far apart from one another, the
method may have reliability issues. To prevent this kind of issue, we can make
sure that performance standards are written in a way that will make them mea-
surable. For example, instead of “increase sales” as a performance standard,
we may want to say, “increase sales by 10 percent from last year.” This perfor-
mance standard is easily measured and allows us to ensure the accuracy of our
performance methods.

Acceptability refers to how well members of the organization, manager and
employees, accept the performance evaluation tool as a valid measure of per-
formance. For example, let’s assume the current measurement tools of Blewett
Gravel, Inc. are in place and show validity for each job function. However,
managers don’t think the tool is useful because they take too much time. As a
result, they spend minimal time on the evaluation. This could mean the current
process is flawed because of acceptability error.

Another consideration is the specificity, which tells employees the job expec-
tations and how they can be met. If they are not specific enough, the tool is
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Figure 19: Process of Performance Appraisal in HRM

not useful to the employee for development or to the manager to ensure the em-
ployee is meeting expectations. Finally, after we have developed our process, we
need to create a time line and educate managers and employees on the process.
This can be done through formal training and communicated through company
blogs or e-mails. According to Robert Kent (Kent, 2011), teaching people how
to receive benefit from the feedback they receive can be an important part of
the process as well.

5.1.5 Process of Performance Appraisal in HRM

Refer the above figure for this Process of performance appraisal in HRM
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5.1.6 Modern Methods Types of Performance Appraisal in HRM

Different companies use different methods to conduct their performance ap-
praisal calculations. It depends on the job role and the type of company it is.
A few of the common methods doing performance appraisals in HRM are:

1. Graphic Rating Scale Method

This method is based on the idea of rating employees based on individual
characteristics. For example, some organizations may choose to evaluate em-
ployees based on quality and quantity of work, decisiveness emotional stability.

Employees are rated on a fixed scale (say 1-10), based on the extent to which
they meet each of the desired criteria. The average of all the scores constitutes
the overall score of the employee.

Graphic scales are practical; they are cost-effective and can be developed
quickly. They also help in measuring a particular objective effectively. How-
ever, the appraisal in such cases largely depends upon individual perspectives.
This may lead to disputes or non-uniformity in evaluations. Furthermore, per-
sonal bias can also play a role in it. You must be careful to define each character
as clearly as possible.

2. Ranking Method

The name of this method explains exactly what it is. The Human Resources
team ranks each employee on a list based on factors decided by the human re-
source department. Hence, the best performers are on the top, and the worst
performers rank at the bottom.

This simple method of ranking employees can be modified in several ways.
One of these methods is the paired comparison ranking style wherein employees
are compared in pairs of two against each other. The number of times one em-
ployee is preferred over someone else is recorded. The top employee is the one
with the highest number of preferences.

The grading scale method can be combined with ranking. The employees
with the best overall score on the grade scale (from 1-10) rank at the top of the
list. The ranking method is preferred because it is simple, efficient, and requires
little time and money. However, personal bias and favoritism may cause major
disruptions in objective evaluation.

3. Checklist Method
Employees are evaluated by making use of a checklist in this method. The
checklist can have a variety of different factors that the human resource depart-
ment has chosen to be important. The employees are then judged based on
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those factors The employers must select between the yes/no options in those
checkboxes.

Items in the checklist carry a numerical value based on their importance to
job performance Therefore, the appraisal score is calculated by adding up the
scores of all these individual factors.

For example, Behaviour Based appraisals are done by using the checklist
method. This happens by having a pre-set personality and behavioral check-
points. If an employee meets them then they are considered for an appraisal.

The checklist method makes it easy to evaluate employees as their supervi-
sors have to simply choose between yes/no. It also helps the employees receive
clear and direct feedback. However, it may not be easy to design an effective
checklist and assign a weight based on the importance of factors.

4. Management by Objectives Method(MBO)

MBO is considered to be one of the most systematic methods in performance
appraisals. The idea is to give each employee a set of objectives that have to
be achieved by them. During the performance appraisal, the supervisors will
evaluate the extent to which the objectives have been achieved.

This is a strong method of evaluation. The employees have been clearly
instructed as to what is expected of them. It also helps the company to set
benchmarks and standards for growth. However, a lot of time and effort goes
into determining the objectives and evaluating them.

5. 360-degree Feedback Appraisal

This approach is basically a group performance review. The data regarding
an employee’s behavior is collected by his/her close subordinates. An employee’s
colleagues might be able to review his/her performance under a variety of situ-
ations and circumstances, which might have escaped the employer. This allows
for holistic, full-circle, multi-tiered feedback regarding a person.

This method is useful as it eliminates subjectivity. It also promotes an atmo-
sphere of open culture, self-development and better communication. However,
every company must develop an effective system and procedure to utilize this
method.

6. General Performance Appraisal in HRM

General performance appraisal is one of the most common types of perfor-
mance appraisals. In general, a manager sets goals and targets for an employee
and urges them to achieve it. This pushes the employee to achieve them and
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encourages them to grow.

The manager calls a meeting and sets certain goals for an employee. Once the
employee achieves those goals, they review it and set newer goals. This method
is an ongoing conversation between the employee and the manager throughout
the year. The manager can also recommend development plans and key growth
areas.

7. Technological Performance Appraisal
In this method of performance appraisal, the employee’s technological capabil-
ities are judged and the Technological skills are kept at the forefront of all the
other skills that are not related to the employee’s job.

Here the focus is on how easily the employee adapts to new technology, how
aware the employee is of the technology around them, and how much technical
knowledge they have.

8. Sales Performance Appraisal

A salesperson is closely linked to the financials of an organization. There-
fore, this kind of appraisal has a direct impact on the sales of a company. Here,
the employee is judged based on the revenue they bring into the company. Here
the focus is on what the employee achieves in contrast to how they are or how
they behave.

5.1.7 Performance Appraisal Objectives

Performance appraisal can be conducted for various reasons. Human resources is
one of the most important resources that a company has. Therefore, every com-
pany should understand where their employees stand in terms of performance
and productivity. Here are some more objectives of performance appraisals:

1. Provide Feedback:

Appraisals are an effective way to give feedback to employees Also, managers
to communicate clearly regarding employee objectives and expectations. An em-
ployee can learn about what he/she can do to improve their future performance.

In addition, Some tips for employee feedback

1. Performance Outcome

2. Quarterly Reviews
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3. Give feedback on a 1-2-1 basis

2. Downsize or Right-Size:

The COVID pandemic is one of the many harsh realities that might force an
organization to downsize. In such a situation, appraisals are a way to make sure
that the most productive and talented individuals can be retained in a company.
It is also an effective way to know which employees are non-performers.

3. Promote The Right Person:

Appraisals give an organization objective and data-driven tools to make good
promotion decisions Also, It helps the most talented individuals retain the po-
sition of the highest importance.

4. Set Goals Measure Goals:

The annual appraisals are also an effective way to set future goals for the
employees. This ensures maximum productivity and superior performance.

5. Improve Work Performance:

An employee can only improve if he knows how to Objectives of a good ap-
praisal include highlighting the specific area of improvement for every employee.

Some tips improve performance:

1. Keep your eyes on the deadline

2. Also, Improve project evaluation skills

3. Set Goals as well as Personal Benchmarks

6. Determine Compensation Changes:

An appraisal system works as a determining factor in increasing compen-
sation, pay raises, etc. Also, It ensures that people who work harder get paid
better.

7. Encourage Coaching Mentoring:

Managers are usually expected to coach their team members Also, appraisals
help the managers to identify the areas where mentoring is required.

8. Employee Training and Development:
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Individual skills are evaluated during an appraisal. Also, this helps employ-
ees to identify if they need to acquire more skills and competencies to contribute
to the company. It also helps an organization to plan the up-skilling training
for their employees.

9. Provide a Legal Defense For Personal Decisions:

A company can be held accountable for any decision that they take, even fir-
ing or promoting an employee. Therefore, conducting a performance appraisal
will help the company prove a point if their decisions are ever challenged.

10. Encouraging Coaching Mentoring:

Teaching and coaching are part of managing employees. It is part of being a
good manager. Performance appraisals will help them understand where an em-
ployee is lacking therefore where they can train and help employees to do better.

11. Improving Overall Organization’s Performance:

Last but not least, performance appraisals will help the company to learn
more about the employees and their requirements. It will help the employees
to understand where they are lacking and where they are doing well. This will
help them learn and grow quickly.

5.1.8 Characteristics of an Effective Performance Appraisal System:

When you are trying to adopt an effective appraisal system for your company,
there are certain factors to be kept in mind. However, what works for someone
else may not be right for your company. A good appraisal system satisfies these
characteristics according to your requirements.

1. Clear Objectives

Employee performance appraisals should have a clear goal. There must be
a predefined set of factors to evaluate employees based on their skill sets Which
obviously must be clear what the managers aim to get out of these appraisals.

2. Well Defined Performance Criteria

Employees must have a clear idea of what they are being evaluated. Good
appraisal systems have a set of procedures and standards for the performance
of each individual. For instance, a fresh graduate cannot be evaluated against
someone with years of experience.
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3. Accuracy Reliability in Results

An effective performance appraisal also helps a company to make clear, data-
driven informed decisions. The data (or results) of any appraisal must be
reliable and valid, and they must be presented in an unambiguous manner. Ac-
curate insights will also help a company gain the trust of its employees.

4. Post Appraisal Interview

Post appraisal interviews are important because they help the employees to
get direct feedback from their superiors or managers. These interviews also help
the managers decide if any training or skill development programs are needed.
Employee grievances can also be addressed during this interview.

5. Time-Saving

A good appraisal system is one that saves time as well as cost. Also, this
helps a company to get the maximum benefit. Instead of wasting all their time
on managerial tasks, HR personnel could focus on other important jobs.

6. Continuous Feedback

Modern appraisal systems have done away with the annual performance re-
view model. Instead, that model has been replaced with a system wherein
managers give continuous (read- periodical) feedback to their employees. This
helps the employees fill in their weaknesses from the start and improve upon
them.

7. Focusing on What Matters

A good appraisal system evaluates employees on various factors. However,
an employee’s work performance and competency are of utmost importance.
Subjective factors, such as personal behavior, attitude personality come sec-
ondary to an employee’s skill set.

8. Match Your Goals

Appraisal systems should be designed according to the functioning of your
company. For instance, if you are using a 360-degree feedback approach, feed-
back should be taken from only those who have worked closely with the employee
overtime. It’s good to practise to be innovative with appraisals so they match
your company’s working policy.
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Figure 20: Performance Appraisal in HRM

5.1.9 Advantages Disadvantages of Performance Appraisal

It is often wondered why do HR departments conduct performance appraisals.
The performance appraisal process is a complicated one. It needs to be done in a
way that truly brings changes to the way the company functions. While it gives
the managers a clear idea about their employees it is a tedious task that some-
times doesn’t bring any results or changes. Therefore, the question comes up as
to whether you should conduct a performance appraisal in your company or not.

Advantages of Performance Appraisal are:

1. Find The True Potential of The Employee

Performance appraisal helps the HR department and the company learn
about the strengths and weaknesses of an employee. This process can, there-
fore, be used to truly learn about the employee’s interests and potentials. This
analysis also helps the HR department to choose the right employees for a job.
The HR department can even suggest the employee switch to a department that
fits them better.

2. Promotes Employee Development
The quickest way to improve an employee’s performance is by providing them
with specific feedback. The performance appraisal process includes giving em-
ployees feedback about their strengths as well as weakness. The employees can
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use this information to develop themselves further.

3. Acts as a Motivator
Employees crave feedback. When they receive that it can act as a motivator
for them. Knowing their weaknesses can help employees give their best and
improve upon the areas they’ve missed out on. After all this can work as a
boost to the entire office or team.

4. Focused Employee Training Development
Planning and development programs are important for any organization. The
performance appraisal can show exactly where a majority of the employees lack
in terms of training as well as in development. The HR department can then
create programs according to those gaps. This will be more beneficial for the
employees and will be a successful program of training and development.

5. Improves Employee, as well as Management Relationship
In general, the performance appraisal gives employees an opportunity to truly
share and discuss the problems that they are facing in their role. This builds a
healthy environment for both the manager and the employee.

6. Promotion Transfers
It is difficult to make the correct decision about who to promote and who to
transfer without any data. The performance appraisal can be useful for learning
in which talents should be rewarded and which need to be pushed to do better.
It ensures that the decision is made based on facts and figures rather than per-
sonal biases.

7. Mentoring From Superiors
Managers are a crucial part of any appraisal system. They are the ones handling
the administrative as well as feedback work in an appraisal. Good managers
are good mentors, meaning that they are able to guide their employees to reach
their maximum potential. Managers must not only focus on the weaknesses,
but they must highlight employees’ strengths too.

Disadvantages of The Performance Appraisal Are as follows:

1. Consuming Process

First and foremost, performance appraisal is a time-consuming process. It
requires resources, time and costs the company money. It requires the HR de-
partment to create the forms, ask everyone to fill them as well as analyze the
results for specific feedback while going through the correct procedures.

Sometimes, the organization has to hire professional experts from outside
the company to conduct the evaluation process. The evaluation processes must
be designed and implemented clearly and, because of this, the performance ap-
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praisal process becomes expensive for the company.

2. Personal Bias or Incorrect Ratings

It is possible that managers, in order to not look bad, give a decent rating
to all employees. This can be the case with managers that try to avoid conflicts
or arguments. Furthermore, personal bias can play a huge role in the ratings.
If a manager has a liking for an employee they will rate them better and visa
versa. This can be the case even if they are a good employee. Generally, em-
ployers simply give an average out feedback to employees. This means the over
performers and underperformers both aren’t rated correctly.

3. Horn Halo Effect

The horn and halo effect is a human tendency to see only the good or the
bad in a person. For example, an employer might just see that the employee is
never on time and will rate the employee low on all the brackets because of that.
However, he might not notice that the employee works for long hours every day
and completes the work on time. This can affect an employee’s overall ratings.

4. Spillover Effect

This refers to human behavior. It means that while judging the employee
for performance appraisal it is possible that the manager simply marks an em-
ployee high because of their past performances instead of their current ones.
They rank the employee by taking into account the overall overview that they
have of the employee.

5. Attitude of Evaluator
The mindset and the mood of the manager is also a cause of concern. If the man-
ager has high expectations they might mark their employees lower. Thereby,
making the team look lower than others on average. Also, this makes the pro-
cess of evaluation and improving the performance in the organization a difficult
task to achieve.

5.2 Feedback

If you’re a company owner, you’re probably not getting the full employee feed-
back about yourself and your company, as the dynamics of employers with their
boss usually comes from a specific relationship of respect and cordiality.

For this reason, it’s always a good idea to have some outside insight of their
feelings and ideas towards their experience in the company. This way you can
get ahead and make sure everything is working accordingly to your needs and
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the best practices for your company are being met.

Both your employees and the company deserve to have an adequate work
environment in order for it to succeed. Today we bring you everything you need
to know to gather useful employee feedback.

5.2.1 Employee Feedback: Definition

Employee feedback is defined as a process of giving constructive suggestions to
the employees by their reporting managers, supervisors and peers. However,
this process is not just restricted here, employee feedback also comprises of the
feedback that the employee would want to give to his/her manager, peers or the
organization as a whole.

Feedback can help employees and the organization constantly get better at
what they do. Employee feedback is an integral part of the employee experience
process and a mechanism that will increasingly help employees get better at
their job and for the organization to develop a better workplace culture.

According to Forbes, 73
Feedback is way of assessment of work done or processes and is an integral

part of the HR department. Feedback is a way to understand the needs, re-
quirements, performances etc of employees in an organization. A continuous
feedback helps companies evolve as they are better prepared for improvements
required based on the answers received.

5.2.2 Importance of Feedback in Management

An organization is a complex network of employees working in various depart-
ments, domains and profiles. Each employee has a different role, responsibility
and decision making capacity. However, all work towards to objectives and
goals set by the company. Hence, constant monitoring of the work being done
is important for the business. This is where feedback is an important aspect in
understanding the work done by an employee in an organization. This mech-
anism set up in companies are often referred as organizational feedback. It is
an important aspect for good business and a pivotal role is to be player by
the HR department. It helps in understanding the performance of employees.
Those who are doing good are rewarded and those who are lacking some skill
are trained.

One of the most comprehensive systems in an organization is a 360 degree
feedback where every person evaluates each other in the hierarchy. This gives an
overview of the entire performance of the employee. Another feedback method
which involves inputs from suppliers vendors also is a 540 degree feedback.
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From an employee perspective, these feedback also help in hearing the employee
voice for any concerns or issues.

In cybernetics and control theory, the term designates a process in which an
output signal is passed back to input. It is intentionally done as a control mech-
anism. Feedback loops are critical not only in psychology but across domains
including, for instance, finance, biology and computer networks. Various types
of feedback may be enumerated, depending on whether it increases/decreases
output (positive/negative), depending on sensory apparatus (auditory, visual)
or depending on subject of focus (results, performance, environment).

5.2.3 Employee Feedback Survey Questions

It is important for an organization to develop a set of survey questions based
on different attributes to formulate an employee feedback survey, so the feed-
back that is received by the organization should be robust and foolproof. These
questions need to systematic at the same time should be easy to understand
and respond to.

The survey should have a good balance of open-ended and closed-ended
questions, for the respondent’s ease. Stuffing the survey with too many open-
ended questions leaves a loose end and the responses cannot be measured based
on human resource metrics. Following are the set of questions an organization
must use to receives an overall employee feedback from his/her manager or peers.

Employee Feedback Questions for Individual Reflection

1. What are the responsibilities you purview as important?

2. How can the organization help you with your career growth?

3. While handling the [project name] did you do anything outside your
scope-of-work?

4. There is a scope for personal growth in this organization?

Employee Feedback Questions for Leadership Reflection

5. I am reviewing my team’s career path constantly.

6. I have provided an atmosphere within the team, where they feel positive
about giving me a feedback.

7. I feel confident that my feedback is taken positively by my team members.
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Employee Feedback Questions for Organizational Reflection

8. As an organization, are we doing well in keeping our strategies well-
defined?

9. What are the three things we as an organization can do differently?

10. On a scale of 0-10, how likely are you to refer the organization to your
family/friends for employment?

11. Could you please elaborate on the choice of your answer. [This question
is a follow-up question]

Employee Feedback Questions for Employee Satisfaction Reflec-
tion

12. Do you have the flexibility to work remotely if required?

13. Do you feel your work contributes to the overall goals of your organiza-
tion?

14. Do you feel you are able to maintain a healthy work-life balance?

15. Do you feel the review policies are fair in this organization?

5.2.4 Human Resource best practices

The first question is: what are Human resource best practices?

Best practices are a set of Human Resources Management processes and ac-
tions that work universally. In HRM research, there are two schools of thought
on how to manage people. The first one is the best fit, the second is best prac-
tices.

1. The best fit school states that to add value, human resource policies
should align with business strategy. This means that HR should focus on both
the needs of the organization and the ones of its employees.
2. The best practice school argues that there is a set of universal HR processes
that lead to superior business performance. According to its proponents, there
are certain bundles of HR activities that support companies in reaching a com-
petitive advantage regardless of the organizational setting or industry (Redman
Wilkinson, 2009).

This means that the HR strategy and subsequent HR activities should be
aligned with the organization’s strategy for optimum efficiency (a.k.a. strive
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for best fit). In literature, this alignment has also been referred to as Strategic
Human Resource Management.

At the same time, there are a large number of best practices that have
shown to lead to superior performance for the organization. If HR executes
these practices correctly, they will add substantial value to the business and its
goals (a.k.a. implement best practices).

These best practices are applied to different HR functions such as perfor-
mance management and learning and development.

5.3 Seven HR best practices

The 7 Human Resource best practices presented below have been proposed by
Jeffrey Pfeffer. Pfeffer wrote two books on this topic:

• Competitive Advantage through People (1994), and

• The Human Equation: Building Profits by Putting People First (1998)

In these books, he proposes a set of best practices that can increase a com-
pany’s profit. When these HR principles are combined (or bundled), their im-
pact is even more profound.

These best practices are:

1. Providing security to employees

2. Selective hiring: Hiring the right people

3. Self-managed and effective teams

4. Fair and performance-based compensation

5. Training in relevant skills

6. Creating a flat and egalitarian organization

7. Making information easily accessible to those who need it

1. Providing security to employees
The first Human Resource best practice is employment security. Life is un-
predictable and work is a stable factor that is very important to most people.
Having an employer who enables the employee to provide for themselves and
their family is, in essence, the number one reason why people come to work.
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Figure 21: Performance Appraisal in HRM

There is both a formal contract (labor for money) and an informal contract
(you put in some extra effort, we take good care of you) between the employee
and the employer. Employment security enables employees to go home after
work and provide for themselves and their families. This concept of security is
essential and underpins almost everything HR does.

When this employment security is threatened, for example when there is a re-
structuring or a layoff, you see this immediately ripple through the organization.

Employment security also benefits organizations because it helps them re-
tain their people. When employees are laid off, for example, it’s usually the
organization that pays the price. They are the ones who have invested in the
selection, training, and development of these employees. This is a costly pro-
cess. If the organization doesn’t work on retaining its people, they are more
likely to leave and work for the competition.

In 2020, a survey found that job security is the third most important factor
for employees. 28

2. Selective hiring: Hiring the right people
The second HR best practice is selective hiring. This enables an organization
to bring in employees who add value.

You can’t just hire anyone; you want people who are fit for the job. Com-
panies do their utmost best to hire exceptional people because they add the
most value to the business. There also needs to be a prioritization of building a
structured and fair selection process. This reflects legal requirements, internal
diversity goals, and that a more diverse workforce, better reflects society. This
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can be hugely beneficial for understanding wider consumer behavior and the
needs of different customers.

Researches shows that the difference in performance between an average
performer and a high performer can be as high as 400

Bringing in the right people is, therefore, a key to building a competitive
advantage.

In today’s digital world, there are a lot of different recruitment tools we can
use to make the right selection. More and more companies vigorously keep track
of their recruitment metrics to see how well they are doing in this regard.

Commonly used selection instruments are structured and unstructured in-
terviews, IQ tests, personality assessments, work tests, peer assessments, and
reference checks. These (pre-employment) assessments are used to uncover three
key candidate characteristics.

Ability: Is the person able to do the job? Does the person have the right
technical and soft skills? Is the person smart enough to do the job well?
Trainability: Can we train this person to improve his/her skills? Has the person
the aptitude to learn and keep developing?
Commitment: Will the person commit to his/her work and to the organization?
Will we be able to retain this person once he/she is up to speed and fully pro-
ductive?

3. Self-managed and effective teams
We all know that teamwork is crucial in achieving goals. High-performance
teams are crucial for any company when it comes to achieving success.

Teams provide value because they consist of people who are, and think dif-
ferently but are working towards a common goal. This means that different
ideas are generated to help achieve the goal. These ideas are then processed
and combined, resulting in the best ones being selected.

The best teams are cognitively diverse and psychologically safe. This means
that team members can generate ideas that are different while feeling comfort-
able bringing these up and discussing them.

Creating and nurturing high-performance teams is one of HR’s key respon-
sibilities. Belbin’s Team Role Inventory is a popular tool for team creation and
cooperation. Effective HRM includes directly supporting teamwork by involve-
ment in how teams are organized. This can be done in several ways. Measuring
team performance, rewarding team excellence, and advising management on
techniques and tools to facilitate teamwork are some methods.

Individual personality assessments also help understand how other team
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members think and behave. Understanding these processes is one of the main
responsibilities of a manager. This is the reason why a lot of management
courses focus on it.

Different tools facilitate teamwork. Examples include communication soft-
ware, feedback tools, project management tools, and other task and goal setting
software. These can facilitate communication and help teams be more efficient.

Finally, HR needs to encourage different teams to work together in the or-
ganization. A team is usually part of a larger entity, like another team or a
department. These larger entities also need to work together. Facilitating this
helps to build an efficient and effective organization. One of the tools that can
be used for this is Organizational Network Analysis.

4. Fair and performance-based compensation
Contingent compensation is the fourth Human Resource best practice. It has
everything to do with compensation and benefits.

First of all, if you hire the right people, you want to compensate them above
average. These are the people that will add the most value to your company so
you want to retain them and pay them fairly. This is an example that shows how
different best practices work together to provide more value than they would
alone, in this case, selective hiring, contingent compensation, and employment
security.

Paying people above the norm also has some potential disadvantages. For
instance, it discourages bad employees to leave. However, if you’re consistently
hiring world-class performers, an above-average compensation is a must.

This sort of compensation package can take the form of financial (base) pay
and employee benefits. You must follow market trends across your field, and
adjacent fields (many of the best employees may come from other career areas).
Then you will be able to understand the average rate of pay and where your
company ranks in the compensation offer.

Secondly, you want to couple individual rewards with the different types of
contributions that employees make. These are performance-related rewards.

By coupling organizational performance outcomes with individual rewards
the individual is incentivized to maximize this outcome. It also creates a sense
of ownership for the employee.

Think of profit sharing, shared ownership, or stock options for instance.
These are great ways to create employee commitment to the company’s long-
term vision and retain high potentials. Compensation is a key element for
successful talent management.
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In line with the previous, this type of co-ownership is usually not meant for
all employees. Lepak Snell (2002) offer a good model to assess how important
individual employees are.

As an organization, you want to specifically retain your “Criticals”. They
are people with unique skills (i.e. hard to replace) who are very valuable to the
business. That’s why senior managers, most of which fit this category, are often
offered these benefits.

5. Training in relevant skills
This HR best practice states that companies should invest heavily in training
time and budget for its employees.

After recruiting the best people, you need to ensure that they remain the
frontrunners in the field. This has become even more relevant today as the
rate at which technology is developing is growing exponentially. This is where
learning and development come in.

How do we create an organization in which the rate of learning matches the
pace of change? Learning has become a way to stay innovative, grow faster, and
sustain a competitive advantage.

Employers increasingly invest in skills-specific forms of training. According
to the Economist’s Lifelong Learning special report, the number of on-demand
courses has grown exponentially. Thanks to the internet, everyone is connected
and can learn anything, anytime, anywhere.

In addition to formal learning, on-the-job learning also plays an important
role. Increased focus on feedback, coaching, and peer learning plays into this.
This is part of the often quoted 70—20—10 rule:

702010Learning is also becoming increasingly important for the latest gener-
ations, such as the Millennials and Generation Z. According to Gallup, younger
employees rate learning and personal growth as much more important compared
to older generations.

The next generation of workers is actively looking for development oppor-
tunities and sees these as a way to grow in their profession. Not offering these
opportunities is related to higher levels of employee turnover.

Learning is, of course, also important for HR. To stay up to date and learn
the skills needed to do HR in the 21st century, check out our courses at the
Academy to Innovate HR!

Page 187



SC
SV
M
V

Department of ECE Human Resource Management

6. Creating a flat and egalitarian organization

This best practice in HR principles is rooted in the egalitarian practices of
Japanese management. Although we just saw that some employees are more
critical than others for the organization’s success, this shouldn’t be communi-
cated in such a way. Every employee is a valuable member of the organization
and should be treated as such.

In Japanese organizations, this is expressed with common canteens, company
uniforms, and similar sickness and holiday entitlement. Such an egalitarian cul-
ture shows that everyone deserves equal respect and could help in promoting
the sharing of ideas.

7. Making information easily accessible to those who need it

Information sharing is essential. This is an area where a lot of large compa-
nies struggle: How do you keep track of who knows what, so you know where
to go with your questions?

According to Pfeffer, there are two reasons why information sharing is so
important.

Firstly, open communication about strategy, financials, and operations cre-
ates a culture in which people feel they are trusted. It truly involves employees
in the business. As an additional effect, it discourages hear-say and negative
informal chatter.

Secondly, if you want your people to share their ideas, they need to have an
informed understanding of what’s going on in the business.

Being informed about the business is also something that employees often
mention as something they find important in attitude surveys, as well as having
a chance to contribute to and influence decisions affecting their working life.

HR activities often contribute to communication across the workforce. This
could be by creating sub-groups for people from diverse backgrounds, such as
women and LGBT individuals. HR may assist in or lead on, the production of
internal newsletters and updates.

5.4 Promotion and Demotion

Every employee has the aspiration to get promotion and is ready for acquiring
the additional qualification and experience fit for the job. Higher posts and
key posts are filled up by the management through the promotion policy. This
promotion policy persuades the employees to be loyal to the management.
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A promotion may be termed as an upward enhancement of an employee in
an organisation to a disorient job with increased pay, higher status or rank,
better opportunities, higher responsibility, more authority, better working en-
vironment, conditions in respect of hours of work, facilities, etc. But, however,
all promotion may not possess this characteristic, of increase in pay. Sometimes
it may happen that the promotion may be a ‘Dry promotion’.

A dry promotion refers to an increase in responsibility and status without any
increase in pay. A company may have formal and informal promotion systems,
open or closed promotional systems and so on. Promotion is distinguishable,
from transfer also, in the sense that the latter term refers to changes in jobs
that involve little or no change in status, responsibility and pay.

Promotion is an upward movement of an employee from his present job to
another that is with higher job responsibilities and pay. It is a job which falls
high in the organizational levels from the current job. It is an advancement of
an employee in the same organization in terms of status, responsibilities and
pay scale.

Promotion gets employee a monetary benefit with a better position but some
organizations have a policy of giving positional hike but not give the monetary
hike simultaneously. They may give the monetary hike after some time when
they are sure that the employee is performing well in the new position.

5.4.1 Promotion – 11 Important Objectives

The following are the important objective of promotion:

i. It is recognition of a job well done by the employee.
ii. It is to increase the employee’s and the organization’s effectiveness.

iii. Promotion builds loyalty, morale, and belongingness on the part of the
employee.

iv. Promotion impresses upon others that opportunities are available to
them also if they perform well.

v. Promotion is a device to retain and reward an employee for his years of
service to the organization.

vi. a concrete promotion policy should be based on the following aspects

vii. Encouragement of promotion within the organizations, instead of look-
ing outside to fill vacancies in higher posts.
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viii.An understanding that ability as well as seniority will be taken into ac-
count in making promotions.

ix. Drawing up an organization chart to make clear to all the ladders of
promotion.

x. All promotion should be for a trial period. Normally during this trial
period the employee draws the pay of the higher post.

xi. It should be clearly understood that if “he does not make the grade” he
will be reverted to his former post.

5.4.2 Promotion – Purpose

The purposes of promotion may be outlined as follow:

1. To recognise an individual’s performance and reward him for his work.

2. To retain and reward an employee for his unbroken continuous service to
the organisation.

3. To increase an employee’s organisational effectiveness.

4. To build loyalty morale, and belongingness on the part of the employee.

5. To promote job satisfaction among the employees.

6. To attract suitable and competent workers for the organisation.

The importance of promotion is that it provides incentive to initiatives,
enterprise, and ambition, minimizes discontent and unrest, attracts capable in-
dividuals, necessitates logical training of advancement and forms an effective
reward for loyalty, co-operation and long service. Promotions also afford an
opportunity for greater self-actualization through more varied and challenging
assignments..

5.4.3 Promotion – Top 3 Types: Horizontal Promotion, Vertical
Promotion and Dry Promotion

A promotion involves increase in status and responsibility and pay. Increase in
these elements may be in varying proportion in different types of promotion.

Let us see what these types are:
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Type 1. Horizontal Promotion:
This type of promotion involves an increase in responsibility and pay with the
change in the designation. However, the job classification remains the same.
For example, a lower-division clerk is promoted as higher-division clerk. In such
a case, the position of the employee concerned has been upgraded with some
pay increase but the nature of his job remains the same.

This is known as upgradation of an employee. In universities and other
academic institutions, the system of this type of promotion is in the form of
lecturer- senior lecturer-selection grade lecturer, etc.

Type 2. Vertical Promotion:
In vertical promotion, there is a change in the status, responsibilities, job clas-
sification, and pay. For example, a production superintendent is promoted as
production manager. Sometimes, this type of promotion changes the nature of
job completely, for example, a functional head is promoted as chief executive
of the organization. The jobs involved at these two positions are completely
different.

Type 3. Dry Promotion:
Dry promotion refers to increase in responsibilities and status without any in-
crease in pay or other financial benefits, for example, a Professor in a university
becomes Head of the Department. It is just an elevation of the Professor with-
out any increase in financial benefits.

5.5 Demotion

A demotion refers to a permanent reassignment to a lower position than the em-
ployee had worked previously. The position will generally have a lower level of
responsibility or required skill, and a lower pay grade than the previous position.

Demotions can be either voluntary or involuntary and can occur due to poor
employee performance, position elimination, disciplinary actions or organiza-
tional restructuring. A demotion can allow a company to retain an employee it
deems valuable by returning him or her to the previous position. However, it
is also possible that the employee will not respond well to the demotion, and
if the demotion is a result of employee misconduct, it can send the message to
other employees that the company is lax about disciplinary action.

Demotion is just opposite to promotion. In demotion, the employee is shifted
to a job lower in status, grade and responsibilities. “Demotion refers to the low-
ering down of the status, salary and responsibilities of an employee.”

In the words of Dale Yoder, “Demotion is a shift to a position in which
responsibilities are decreased. Promotion is, in a sense, an increase in rank and

Page 191



SC
SV
M
V

Department of ECE Human Resource Management

demotion is decrease in rank.”

When an employee is demoted, his pride suffers a more severe jolt than it
does when he is superceded by his junior. Some managers hesitate to demote
a man. They prefer to discharge him rather than to demote him on the lower
job because he will not accept the lower job and will turn to be a disgruntled
employee and his position will not be good for better industrial relations.

5.5.1 Causes of Demotion:

There are several reasons for demoting a man from his present position.

Some of these reasons are as follows:

1. Inadequacy on the part of the employees in terms of job performance,
attitude and capability. It happens when an employee finds it difficult to meet
job requirement standards, following his promotion.

2. Demotion may result from organisational staff reductions. Due to adverse
business conditions, organisations may decide to lay off some and downgrade
some jobs.

3. Demotions may be used as disciplinary tools against errant employees.

4. If there is a mistake in staffing i.e., a person is promoted wrongly.

5. When, because of a change in technology, methods and practices, old
hands are unable to adjust or when employees because of ill health or personal
reasons, cannot do their job properly.

5.5.2 Demotion Policy:

Demotion is very harmful for the employees’ morale. It is an extremely painful
action, impairing relationships between people permanently. While, effecting
demotions, a manager should be extremely careful not to place himself on the
wrong side of the fence. It is, therefore, necessary to formulate a demotion pol-
icy so that there may be no grievance on the part of the trade unions.

Yoder, Heneman, Turnbull and Stone have suggested a five-fold policy in
regard to demotion practice:

1. A clear list of rules along with punishable offences be made available to
all the employees.
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2. Any violation be investigated thoroughly by a competent authority.

3. In case of violations, it is better to state the reasons for taking such a
punitive step clearly and elaborately.

4. Once violations are proved, there should be a consistent and equitable
application of the penalty.

5. There should be enough room for review.

Demotions have a serious impact on need fulfillment. Needs for esteem and
belongingness are frustrated leading to a defensive behaviour on the part of the
person demoted. There may be complaints, emotional turmoil, inefficiency or
resignation. Hence, demotions are very rarely resorted to by managers. Man-
agers prefer to discharge employees rather than facing the problems arising from
demotion.

Demotion will serve its purpose if it satisfies the following condi-
tions;

1. A clear and reasonable list of rules should be framed, violation of which
would subject an employee demotion.
2. This information should be clearly communicated to employees.
3. There should be a proper investigation of any alleged violation.
4. If violations are found, there should be a consistent and equitable application
of the penalty, preferably by the immediate supervisor.
5. There should be a provision of review.
Since demotions produce an adverse effect on employee morale, they are made
infrequently.

5.5.3 Types of Demotion

1. Voluntary Demotion.
2. Involuntary Demotion.

1.Voluntary Demotion

A permanent employee may request a voluntary demotion to a vacant po-
sition in a class with a lower salary rate, provided that the employee has pre-
viously achieved permanent status in that class or, the request for demotion is
to a related class in the same job series as defined by the Personnel Commission.

2.Involuntary Demotion
An involuntary demotion is a disciplinary action and, as such, is subject to the
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disciplinary procedures in these Rules and Regulations.

5.5.4 Advantages of demotion

Telling an employee that he is being demoted to a different job is rarely a posi-
tive experience for a manager.

However, employee demotions are usually intended to benefit the company
and maybe even the employee.

Good managers weigh the benefits of demoting employees against the pos-
sible psychological effects on the worker and the organizational culture.

Frances Burks has pointed out the benefits of demotion, which are listed
below:

• Common benefit employers seek with demotions is getting an employee to
quit as opposed to firing him. Some managers use this tactic to avoid the
conflict of telling someone he is fired.

• Another financial benefit of demoting employees is a salary reduction.
Typically, a demotion means the employee works in a lower-paying posi-
tion. This can save the company a substantial amount. In some cases, a
demotion results because the company believes it overpays a worker for
the production he generates.

• Employee demotion may involve fewer risks of lawsuits or other grievances
than termination.

• One of the more positive benefits of employee demotions is developing the
employee through more training and coaching. Sometimes, employees take
a position they are not adequately prepared to handle. A demotion may
prevent burnout or employment separation. If the employee is demoted
to a position he is most comfortable with, he can work toward additional
training to eventually grow into the position from which he was demoted.

• A demotion could be the best option for keeping an employee with poten-
tial but needs more training and experience. Sometimes companies grow
faster than anticipated, and employees get pushed into roles that they
don’t want or aren’t ready to handle. An employee who can excel in the
company may respond more favorably to a demotion if he is provided with
an opportunity for additional job training. After all, the employee may
realize he’s in over his head and unfit for his current position.

• Sometimes a company’s structure change and demotions are necessary
because departments are phased out, and fewer high-level positions are
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needed. Such changes can be an opportunity for improvement for all
involved as people assume new responsibilities to take the company in a
different direction. Some people won’t view the changes or demotions as
an opportunity, and they’ll quit. Yet, the people who remain may be a
more motivated bunch excited about the company’s new direction.

One problem with demotion is that the demoted employee may become
de-motivated or, worse, openly antagonistic toward those responsible for the
demotion decision.

Sometimes, demotions are intended to be a kindly alternative to firing an
employee who cannot do his present job. Rather than sever the employment
relationship, a decision is made to retain the employee but at a lower level of
responsibility.

All rules and regulations are to be clearly laid down in writing, including a
clause that a violation of the same may result in demotion.

5.6 Transfer and seperation

5.6.1 Transfer

Transfer is also called as horizontal or lateral movement of employees.
Transfer involves change of job (accompanied by a change in the place of the
job) of an employee without a change in responsibilities and remuneration.

Transfer of employees is must and essential in an organization for the pur-
pose of minimizing politics between employees, to ensure cordial relationship
between employees, to increase transparency in work, to obviate syndicate of
employees for unethical purpose and to obviate nepotism in organization.

Employee transfers is considerable, as most essential when a position of em-
ployee is a top-level in hierarchy. Especially in the governmental organizations
employees holding top-level positions are affected with frequent transfers for
the reason, to obviate nepotism into increase transparency in the work. Orga-
nizations having no transfers for their employees may create their own informal
groups for their common interest and their own benefit. Subsequently, this
may leads to secrecy in the flow of work, eventually, no transparency in work.
Employee transfers less organization may definitely see organizational politics
among employees, that which leads to fall in coordination in between employees,
eventually may lead to drop in overall organizational performance.

The followings are reasons for transfer

1. To avoid favoritism and nepotism.
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2. To avoid gaining capacity of influencing and egocentrism.

3. To avoid monotony in the work of an employee.

4. Makes an employee accountable to his seat, so as not to find mistake by
his successor.

5. So as to avoid excess dependency on particular employee, otherwise may
affect the purpose of hierarchy and lose control over subordinates.

6. To create transparency among the employees and their work.

7. It limits taking advantage and sole control over the seat or section.

8. To avoid unnecessary influence on others for their own advantage.

9. To make conversant of different seats work.

10. To maintain healthy relationship in between all the staff members to retain
harmonious environment to avoid unnecessary disputes.

5.6.2 Types of Transfer

Employee transfers may be classified as below.

1. Production transfers: Such transfers are made to meet the company
requirements. The surplus employees in one department/section who are ef-
ficient might be absorbed in other place where there is a requirement. Such
transfers help to stabilize employment.

2. Replacement transfers: This takes place to replace a new employee
who has been in the organization for a long time and thereby giving some relief
to an old employee from the heavy pressure of work.

3. Versality transfers: It is also known as rotation. It is made to develop
all round employees by moving them from one job to another. It also helps to
reduce boredom and monotony.

4. Personnel or remedial transfers: Such a transfer is made to rectify
mistakes in selection and placement. As a follow up, the wrongly placed em-
ployee is transferred to a more suitable job.

5. Shift transfers: This is pretty common where there is more than one
shift and when there is regularized rotation.
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5.7 Separation

Employee separation is a sensitive issue for any organization. Usually, an em-
ployee leaves the organization after several years of service. Thus, the perma-
nent separation of employees from an organization requires discretion, empathy
and a great deal of planning. An employee may be separated as consequence
of resignation, removal, death, permanent incapacity, discharge or retirement.
The employee may also be separated due to the expiration of an employment
contract or as part of downsizing of the workforce. Organizations should never
harass the employees, especially in the case of resignation, just because they
are quitting the organization. In fact, a quitting employee of the organization
must be seen as a potential candidate of the future for the organization and
also the brand ambassador of its HR policies and practices. However, many
organizations are still treating their employees as ”expendable resources” and
discharging them in an unplanned manner whenever they choose to do so.

Each organization must have comprehensive separation policies and proce-
dures to treat the departing employees equitably and ensure smooth transition
for them. Further, each employee can provide a wealth of information to the
organization at the time of separation. Exit interviews can be conducted by the
HR department to ascertain the views of the leaving employees about different
aspects of the organization, including the efficacy of its HR policies.

When someone feels it is time to bid goodbye, in most cases the person is
seen as a villain. By some magic, all his good qualities suddenly seem to evap-
orate and the person is made to feel like a traitor to the cause. Unless someone
has been unprofessional, it is important that those who leave do so with good
feelings for the company and its people. At the end of the day, former employees
who have been treated gracefully at exit time, can be powerful brand ambas-
sadors.

A severance agreement is a contract, or legal agreement, between an em-
ployer and an employee that specifies the terms of an employment termination,
such as a layoff. Sometimes this agreement is called a ”separation” or ”termi-
nation” agreement or ”separation agreement general release and covenant not
to sue”.

5.7.1 Reasons for Separation of Employees

Employee separation constitutes the final stage in the staffing process of an or-
ganization. An employee can leave the organization for any reason which he
deems fit for seeking separation. However, separation is classified basically into
two types. These are: voluntary separation and involuntary separation.

Voluntary separation refers to the separation of employees on their own
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Figure 22: Separation in HRM

Figure 23: Separation in HRM
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request, while involuntary separation means the separation of employees for or-
ganizational reasons which are beyond the control of the employees. We shall
now discuss the causes of these separations in detail.

Voluntary Separation

Voluntary separation, which normally begins after a request is placed in this
regard by the employee, can happen due to two reasons: professional reason and
personal reason. We shall now discuss these reasons in detail.

Professional reasons Employees may seek separation when they decide to
seek better positions, responsibilities and status outside the present organiza-
tion. Efficient employees would seek to expand their realm of knowledge and
skills continuously by working in different capacities/positions in various orga-
nizations. In their quest for greater responsibility, power and status, they may
seek separation from the organization.

Personal reasons The important personal reasons for voluntary separation
are relocation for family reasons like marriage of the employees and health crisis
of family members, maternity and child-rearing. For instance, when working
women get married, they often prefer to settle in the partners place of occu-
pation. Similarly, an employee may seek voluntary separation to look after the
child or parent.

Involuntary Separation

As mentioned earlier, an involuntary separation is caused by the factors
which remain beyond the purview of the employees. However, these factors
may be classified broadly into health problems, behavioural problems and orga-
nizational problems. We shall now discuss these factors in detail.

Health problems

Major health problems crippling the employees may make them invalid or
unfit to continue in the profession. For instance, accidents causing permanent
disabilities and illness of the employees like brain stroke and other terminal ill-
nesses can lead to their involuntary separation. Death of employees is another
factor which results in their involuntary separation.

Behavioural problems

An employee’s objectionable and unruly behaviour within the organization
may also lead to his involuntary separation from the organization. When the
employees behaviour is unethical or violates the code of conduct in force, the
organization may initiate disciplinary actions, which may eventually result in
his termination. This may constitute an act of involuntary separation. Con-
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sistent failure to reach performance goals by an employee can also result in his
involuntary separation.

Organizational problems

Organizational problems are another important factor that contributes to
the involuntary separation of employees. The poor financial performance of an
organization may cause it to terminate the services of some of its employees as
part of cost control measure. Such terminations are also classified as involuntary
separation. Similarly, automation, organizational restructuring and rationaliza-
tion can also result in employee termination, discharge or layoff, broadly called
involuntary separation.

5.7.2 Types of Separation

• Resignation In most cases, employees voluntarily resign organization em-
ployment. Employees voluntary resigning should provide you with a writ-
ten letter of resignation. While resignation is voluntary, you should re-
member to acknowledge receipt of a letter of resignation right away. Ac-
cept the resignation by writing “Accepted” with an effective date and
signing your name and date on the original (copy to employee). Once
accepted, an employee may not rescind the resignation without manage-
ment’s agreement.

• Retirement An employee’s decision to retire is entirely voluntary. How-
ever, an employee’s retirement decision does not automatically terminate
organization employment. Retiring employees must also submit a letter
of resignation to the home department.

• Probationary Releases and Extensions Probationary employees are at-will
and may be released during probation. You are encouraged to contact
Employee Relations as soon as you begin having concerns about a proba-
tionary employee. The decision to release an employee should be reviewed
prior to the end of the probationary period with Employee Labor Rela-
tions.
In some circumstances, the probationary period may be extended an addi-
tional three months. Probationary employees must be advised, in writing,
of the reasons for the extension no later than seven calendar days before
the six month probationary period ends. A decision to extend probation
requires review and coordination with employee labor relations. You are
encouraged to contact Employee and Labor Relations as soon as you be-
gin thinking about extending an employee’s probationary period but no
later than two weeks before the end of probationary period. More infor-
mation about managing the probationary employees, see the ’Performance
Management’ section on the left.

Page 200



SC
SV
M
V

Department of ECE Human Resource Management

• Termination for Cause

Career employees may be terminated at the conclusion of the progres-
sive discipline process for failure to improve attendance, conduct and/or
performance. Career employees may be terminated without previous dis-
ciplinary action due to serious misconduct. In any circumstance, termina-
tion of a career employee must be reviewed and approved in advance by
Employee and Labor Relations.

• Resignation in Lieu of Termination

Employees subject to an involuntary separation action, e.g., probationary
release, termination, may voluntarily request to resign in lieu of rumi-
nation. Management is encouraged to accept offers to resign in lieu of
termination. However, management may not coerce or otherwise pressure
an employee to agree to resign in lieu of termination. You should be in
contact Employee and Labor Relations prior to accepting resignations in
lieu of termination.

• Termination of Employment Contracts

Contract employees are at-will and the terms for termination should be
provided in the employment contract. A decision to release a contract em-
ployee prior to the normal termination date of a contract, or non-renewal
of a long-term contract employee, should be reviewed in advance with
Employee and Labor Relations.

• Termination of Managers Senior Professionals (MSP)

Managers and senior professionals (MSP) may be terminated when, in
management’s judgment, the needs or resources of a department or the
performance or conduct of an employee do not justify the continuation
of an employee’s appointment. There are no layoff policy provisions for
MSP’s. Then contact Employee Labor Relations for assistance in termi-
nating or releasing a manager or senior professional.

• Job Abandonment

Employees absent from work, without authorization, for more than a cer-
tain number of days (consult the applicable organization policy or col-
lective bargaining agreement), may trigger the job abandonment process.
Employees may be terminated for job abandonment following the appro-
priate notification process. You must work closely with Employee and
Labor Relations to evaluate the need for and decision to proceed with a
job abandonment action.

• Layoff

Employees may be laid off from career positions based on a lack of work
and/or lack of funds. Layoff may be permanent or temporary. Layoffs are
generally determined by seniority (total years at UC) order and should
not, in most cases, be based on performance. Generally, employees need
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60 days written notice before permanent layoff. Therefore, departments
are encouraged to begin layoff planning at least 90 days in advance of the
effective date. Department considering layoffs should review the applicable
policies or collective bargaining agreements and consult with Employee
Labor Relations early in the planning process. More detailed information
regarding layoff actions is available in the LAYOFF RESOURCES FOR
MANAGERS section to the left.

• Medical Separation

A regular status employee who becomes unable to perform essential func-
tions of his or her position with or without reasonable accommodation,
due to a disability, may be separated from employment. Prior to medical
separation, the organization will engage in the interactive process in ac-
cordance with the applicable provisions of organization policy or collective
bargaining agreements.

5.8 Implication of job changes

Mobility of employees from one job to another through transfer, promotion and
demotion is internal mobility and some employees leave the organization due
to resignation, retirement and termination is called external mobility. Taking
internal and external together makes job change.

Career, as a series of upward moves of income, status, power and security has
died long back. In 21st century, career is seen as continuous learning and changes
in identity due to experience and personal learning along with upward moves
in income, status and power. Employees, these days want a fulfilling career
and organizations need to give them. The traditional psychological set up of
individuals has changed and they no longer have the same interests. They desire
for a boundary less, alive and flourishing career where they get a chance to shape
their lives according to their requirements. Organizations need to understand
the desires and demands of their employees if they want to create a pool of talent
for them and ensure better working all through. In order to strike a balance
with continuous workplace changes, both employees and organizations have to
come to the mutually beneficial terms so that both can meet their requirements
and future aspirations.

Why job change emerge?

Mobility and flexibility in the workforce are necessary to cope with the chang-
ing requirement of an organization. These changes emerge out of: -

• Changes in the structure of the organization involving job redesign, job
regrouping etc.

• Changes in technology.
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• Changes in political environment.

• Changes in legal policies

• Fluctuation in volume of work due to expansion, diversification etc.

• Changes in demand of trade union

• Changes in the knowledge, skills and values of employees.

5.8.1 What are the purposes of job change?

ob changes serve following useful purposes: -

• To maximize employee efficiency.

• To improve organizational effectiveness.

• To ensure discipline.

• To cope with changes in operations.

5.8.2 Tips for Individuals to Handle Workplace Changes

• The main focus of organizations today is on the employability of individ-
uals. They should not hold on to a specific job. Rather they should focus
on developing skills and competencies that are portable and can be used
anywhere and everywhere in the time crisis.

• Individuals must take care of their career needs, desires and aspirations.
They need to take control of their careers and look out for their career
interests. After all, they also have right to look out for their dream jobs.

• They must think of developing new and better personal skills in order to
achieve their dream careers. Plus, they should make every effort to as-
sess themselves and their competencies and plan their careers accordingly.
Most organizations lack in employee career planning. In such a scenario,
the entire responsibility comes on individuals to choose their own direc-
tion.

• Employees must invest in reputation building, networking, socializing and
peer learning relationships so that they can fulfill their desires and aspi-
rations.

• Individuals must be committed towards life long learning to keep their
skills updated and relevant to increase their employability.

Page 203



SC
SV
M
V

Department of ECE Human Resource Management

5.8.3 Recommendations for Organizations

• Although it is an employees responsibility to manage his or her own ca-
reer but times have changed and it is now employer’s responsibility too
to provide their employees with tools and techniques, professional career
guidance and opportunities so that they can enhance their skills and re-
invent themselves.

• It is employer’s responsibility to create an environment that supports con-
tinuous learning and overall development of individuals. It can be done
through professional training, associations, workshops, etc. Organizations
such as Motorola, Intel and Ford are known as people developers just
because they offer supportive environment to their employees.

• The organizations must make arrangements to provide additional training
such as orientation training, core training and computer training in order
to increase employability of the employees. Along with this, they should
support this with a proper reward system.

• Before hiring new candidates or outsourcing, organizations must try to
redeploy their already existing employees and teach them new skills.

• They should assist employees in striking a balance between their work and
non-work life so that they can produce better output at work.

5.9 The Control Process

Control is a primary goal-oriented function of management in an organisation.
It is a process of comparing the actual performance with the set standards of
the company to ensure that activities are performed according to the plans and
if not then taking corrective action.

Every manager needs to monitor and evaluate the activities of his subordi-
nates. It helps in taking corrective actions by the manager in the given timeline
to avoid contingency or company’s loss.

Controlling is performed at the lower, middle and upper levels of the man-
agement.

Features of Controlling

• An effective control system has the following features:

• It helps in achieving organizational goals.

• Facilitates optimum utilization of resources.

• It evaluates the accuracy of the standard.
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Figure 24: Control Process in HRM

• It also sets discipline and order.

• Motivates the employees and boosts employee morale.

• Ensures future planning by revising standards.

• Improves overall performance of an organization.

• It also minimises errors.

Controlling and planning are interrelated for controlling gives an important
input into the next planning cycle. Controlling is a backwards-looking function
which brings the management cycle back to the planning function. Planning is
a forward-looking process as it deals with the forecasts about the future condi-
tions.

5.9.1 Process of Controlling

Control process involves the following steps as shown in the figure:

Establishing standards: This means setting up of the target which needs
to be achieved to meet organisational goals eventually. Standards indicate the
criteria of performance.
Control standards are categorized as quantitative and qualitative standards.
Quantitative standards are expressed in terms of money. Qualitative standards,
on the other hand, includes intangible items.
Measurement of actual performance: The actual performance of the em-
ployee is measured against the target. With the increasing levels of management,
the measurement of performance becomes difficult.
Comparison of actual performance with the standard: This compares
the degree of difference between the actual performance and the standard.
Taking corrective actions: It is initiated by the manager who corrects any
defects in actual performance.

Controlling process thus regulates companies’ activities so that actual per-
formance conforms to the standard plan. An effective control system enables
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managers to avoid circumstances which cause the company’s loss.

The control process consists of the following basic elements and
steps:

1. Establishing goals and standards
The task of fixing goals and standards takes place while planning but it plays
a big role in controlling also. This is because the main aim of controlling is
to direct a business’s actions towards its goals. If the members of an organiza-
tion know their goals clearly, they will invest their entire focus in achieving them.

It is very important for managers to communicate their organization’s goals,
standards and objectives as clearly as possible. There must never be ambiguities
amongst employees in this regard. If everybody works towards common goals,
it becomes easier for an organization to flourish.

The goals that managers have to set and work towards may be either tangi-
ble/specific or intangible/abstract. Tangible goals are those which are easy to
quantify in numerical terms. For example, achievement of sales worth Rs. 100
crores within one year is a tangible goal.

On the other hand, intangible goals are those which are not quantifiable
numerically. For example, a company may aim to win some prestigious award
for its corporate social responsibility activities.

2. Measuring actual performance against goals and standards

Once managers know what their goals are, they should next measure their
actual performance and compare. This step basically helps them in knowing
whether their plans are working as intended.

After implementing a plan, managers have to constantly monitor and eval-
uate them. They must always be ready to take corrective measures if things
are not working properly. In order to do this, they should keep comparing their
actual performance with their ultimate goals.

Apart from taking corrective action, this step of process control also helps
managers in predicting future problems. This way they can take measures im-
mediately and save their business from losses.

In order to compare their actual performance, managers first have to measure
it. They can do so by measuring results in monetary terms, seeking customer
feedback, appointing financial experts, etc. This can often become difficult if
managers want to measure intangible standards like industrial relations, market
reputation, etc.
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3. Taking corrective action

In case there are discrepancies between actual performances and goals, man-
agers need to take corrective actions immediately. Timely corrective actions can
reduce losses as well as prevent them from arising in the future again.

Sometimes, business organizations formulate default corrective actions in the
form of policies. This, however, can be difficult to do when it comes to compli-
cated problems.

In such cases, managers need to first quantify the defect and prepare a course
of action to remedy it. Sometimes, they may have to take extraordinary mea-
sures for unpredictable problems.

4. Following up on corrective action

Just taking corrective measures is not enough; managers must also take
them to their logical conclusion. Even this step requires thorough evaluations
and comparisons.

Managers should stick to the problem until they solve it. If they refer it to
a subordinate, they must stay around and see to it that he completes the task.
They may even mentor him personally so that he may be able to solve such
problems by himself later.

5.10 What Are the Requirements for an Effective Grievance
Management System Within an Organization?

People often gripe and complain about the place where they work or the job
that they do. Sometimes these complaints are simply idle chatter. In some
cases, however, legitimate and grievous problems do exist, and in these cases
corporations are wise to heed the rumblings from employees and address com-
plaints in an open manner. An effective grievance management system makes
employees feel as though their concerns are being treated with respect.

Open and Non-Threatening

Grievance management procedures should be open and non-threatening. If
employees feel that their jobs or positions will be in jeopardy if they report a
grievance, they are less likely to pursue communication with management and
more likely to leave their positions or file civil litigation against the company.
Making management accessible and allowing employees to air their concerns
without fear of reprisal is one key to an effective grievance management proce-
dure.
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Time Frames

Another important part of any grievance management procedure is to set
expectations and a time frame on both reporting and responding to claims. By
creating a clearly-defined schedule as to when grievances should be reported,
whom they should be reported to, and how the process should be handled once
a report has been made, companies show employees that the process is effective.
In addition, creating a time frame or time limit for response from management
is also an excellent idea. By doing so, employees know that they will receive an
answer rather than feeling their complaint is ignored.

Compliance with the Law

Some grievance management procedures are mandated by the federal gov-
ernment and are overseen by government organizations, and as such cannot be
deviated from very much. Cases such as sexual harassment, unsafe working con-
ditions, or racial or gender discrimination must be handled according to federal
guidelines in order to avoid fines, lawsuits, or visits from federal agencies. In
these cases it is best to follow the federally prescribed guidelines as closely as
possible when creating your grievance procedures.

Control is necessary in every organization to ensure that everything is going
properly.

1. Reflecting Organizational Needs All control systems and techniques should
reflect the jobs they are to perform. There may be several control tech-
niques which have general applicability such as, budgeting, costing, etc.

2. Forward Looking Control should be forward looking. Though many of
the controls are instantaneous, they must focus attention as to how future
actions can be conformed with plans.

3. Promptness in An ideal control system detects deviations promptly and
forms the manager concerned to take timely actions.

4. Pointing out Exceptions at Critical Points Control should point exception
at critical points and suggest whether action is to be taken for deviations
or not some deviations in the organizations have no impact while others,
through very little in quantity, may have great significance. Thus control
system should provide formation for critical point control and control on
exception.

5. Objectives The control should be objective, definite and determinable in
a clear and positive way. The standards of measurement should be quan-
tified as far as possible. If they are not quantifiable, such as training
effectiveness etc. they must be determinable and verifiable.
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6. Flexible Control should be flexible so that it remains workable in the case
of changed plans, unforeseen circumstances or outright failures.

7. Economical Control should be economical and must be worth its costs.
Economy is relative, since the benefits vary with the importance of the
activity, the size of the operation, the expense that might be incurred in
the absence of control and the contribution the control system can make.

8. Simple Control system must be simple and understandable so that all
managers can use it effectively.

9. Motivating Control system should motivate both controller and controlled.

10. Reflecting The control system should reflect orgnaisational pattern by fo-
cusing attention on positions in organisation structure through which de-
viations are corrected.

5.11 Causes of Grievance

Grievance by an employee taking recourse to the formal procedure may not in
all cases solve the real problem. It is true that in many cases the grievance could
be taken care of through the grievance process, but there are instances and oc-
casions when a much deeper analysis of the systems, procedures, practices and
personalities in the organization need to be examined for the possible casual
relationship between them and the grievance, it is well known that the formally
stated grievance is not always the real grievance. There may be hidden reason,
such as a problem supervisor for instance, of an individual may have difficulty
in relating to a work group with a totally different value system. The factors
contributing to the grievance should be properly studied and analyzed to ensure
that in fact the expressed grievance represents the problem stated and not any
other problem.

Grievances generally arise from the day-do-day working relations in the un-
dertaking, usually a employee or trade union protest against an act or omission
or management that is considered to violate worker’s rights. There are certainly
some of the causes that can lead to grievance. Some of them are listed below:

Morality: there are some rights which must be provided by the company.
Which shows morality for the company:

• It gives an opportunity to the workers to express their feelings.

• The management comes to know that what the workers think.

• It highlights the morale of the people.

• There may be some complaints, which cannot be solved at supervisory
level.
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• They must have been resolved by a systematic grievance handling proce-
dure.

• It improves the policies and practices of the company.

Working environment: an fulfill environment means so many thing for
each staff, they always wants a perfect and wonderful work place for them and
to create a manageable work place, company has to be persuade, and some
effective steps are:

• Poor working conditions

• Faulty machines and equipment

• Attitude of supervisor

• Behavior of top management

• Favoritism and nepotism

• Strained relations

• Excessive discipline

• Defective promotion

• Lay off and retrenchment

• Inadequate health and safety devices

Economic manners: it’s an effective motivator for the staffs almost all
staffs get motivated for good amount of wages and other relative facilities and
some factors are given below:

• Wage fixation and revision

• Payment of overtime

• Inadequate bonus

• Demand for welfare and equipments

• Incentive

• Allowances

• Increments

Supervision:some staffs likes to take responsibilities in different situation,
specially, project management, promotion, and other exiting activities, its at-
tributed by the interest of the individual staffs, and supervisory is also can be
a motivator.

Work group:
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• many employees are unable to adjust with colleagues

• Suffer from feeling of neglect

• Victimization an object of ridicule and humiliation.

Maladjustment of the Employee:

• Improper attitudes towards work

• Lack of interest

5.11.1 Grievances typically could arise because of a variety of reasons:-

1. Concerning Wages:

i. Demand for individual adjustment; the worker feels that he is underpaid;

ii. Complaints above incentives; piece rates are too low or too complicated;

iii. Mistakes in calculating the wages of a worker;

2. Concerning Supervision:
i. Complaints against discipline; the foreman picks on him; inadequate instruc-
tions given for job performance;

ii. Objection to having a particular foreman; the foreman playing favourite;
the foreman ignores complaints;

iii. Objections to the manner in which the general methods of supervision
are used- there are too many rules; regulations are not clearly posted; supervi-
sors indulge in a great deal of snooping.

3. Concerning Individual Advancement and Adjustment:
i. Complaint that the employee’s record of continuous service has been unfairly
broken;

ii. Complaint that the claims of senior person have been ignored; that seri-
ously has been wrongly determined; that younger workers have been promoted
ahead of older and more experienced employees;

iii. Charges are made that disciplinary discharge or lay-off has been unfair;
that the penalty is too severe for the offence that is supposed to have been com-
mitted, that the company wanted to get rid of the employee; hence the charges
against him;
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iv. Complaints that are related to one’s own personality gaps like extremely
ambitious aggressive and wants to go up the ladder too quickly short circuiting
procedures and norms.

4. General Working Conditions:

i. Unhygienic working conditions

ii. Poor production standards

iii. Non-availability of tools, materials, equipment

iv. Unacceptable changes in work schedules, procedures, methods, etc.

v. Failure to enforce discipline at work spot

vi. Unsatisfactory relations with colleagues, supervisor

vii. Distasteful job

5. Collective Bargaining:

i. The company is attempting to undermine the trade union and the work-
ers who belong to that union; the contract with labour has been violated; the
company does not deal effectively or expeditiously with union grievances;

ii. The company does not allow the supervisors to deal with, and settle, the
grievances of the employees;

iii. The company disregards precedents and agreements already arrived at
with the workers and/or their trade union.

6. Management Policy:

i. Wage rates and methods of wage payment

ii. Overtime and incentive payments

iii. Promotion, seniority, transfer issues

iv. Lack of opportunities for career growth

v. Leave

vi. Issues relating to employee conduct
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vii. Unhappy relations with bosses

viii. Unhappy relations with union

ix. Violation of company rules, regulations, established traditions and ac-
cepted practices

x. Violation of labour laws

xi. Irresponsible actions of management

5.11.2 Implication of Grievances

Any feeling of discontent or dissatisfaction usually results in definite and con-
siderable losses to employee morale, efficiency and productivity. Grievances
generally give rise to unhappiness, frustration, indifference to work and thus
affect the interests of the organization very adversely.

Quite often when minor grievances are accumulated, major problems creap
in like work-stoppages – strikes, lockouts and other forms of unpredictable erup-
tion causing long-term damage to productivity. Therefore, it becomes extremely
essential to handle the grievances at the earliest possible moment.

Human Resource Manager’s role in grievance redressal is significant and
to be successful he must know and understand the causes which lie behind
grievances and how to set them right. His skill in observation of behaviourism,
attitudes and habits of people may be highly useful in exploring early symptoms
of changes in individuals due to unexpressed grievances. Attitude surveys also
provide clues to actual or probable grievances and their impact on productivity.

With the help of thorough analysis of the nature and pattern of grievances,
the causes of employee dissatisfaction can be removed. The HR manager has to
probe deeper into the details of grievances and explore the best possible method
of settling them.

He has to help the top management and line managers, particularly super-
visors, in the formulation and implementation of the policies, programmes and
procedures for effective grievance handling. These policies, programmes and
procedures are generally known as the grievance redressal procedure.

The importance of grievance handling lies in the fact that grievances can
have several effects which are essentially adverse and counterproductive to or-
ganizational objectives. As we have seen, these adverse effects include – indisci-
pline, unrest, low productivity, poor quality of production, increase in wastage
and costs, increase in employee turnover, increase in absenteeism, increase in
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accident-proneness, loss of interest in work and consequent lack of morale and
commitment.

Therefore, management must be alert to signs and symptoms of employee
dissatisfaction and attempt to uncover root-causes of the ill-feelings so that har-
mony and productive results can be achieved in the organization.

If managed or handled properly the importance of effective grievance
handling would be following:

(a) Relieve employees from mental pains or suffering.

(b) Employees feel satisfied at workplace.

(c) Develop employees’ interest in their jobs.

(d) Sense of belongingness or attachment develops.

(e) Employees become cooperative at work.

(f) Avoid many labour problems in industry.

(g) Industrial disputes and accidents are avoided.

(h) Develop good industrial relations in industry.

(i) Industrial peace and harmony are maintained and developed further.

(j) Performance of employees improves to a good extent

(k) Production volume and quality improve.

(l) Profitability of the company improves.

(m) Overall effectiveness and reputation of the company in business im-
proves.

(n) Reputation of the company in markets improved.

(o) Contributes in development of employees, society and national economy.

5.12 Redressal Methods

Grievance redressal policy is the procedure provided by employer to employee
so that they can vent out the issue or complication they face and to get a proper
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solution to this. Employees can lodge the complaint as per the procedure and
solution is provided to this by senior authority as per policy so that a healthy
working environment is followed out.

In the present scenario of competition, employees are the assets of the Or-
ganization. For efficient working and smooth functioning of an organization it
is important to see to the problems of the employees and also create a healthy
environment with good working culture. Organization believes not only to re-
cruit more and more staffs but also to retain them for longer duration towards
the success of the organization. We have come up with lots of initiatives that
are oriented to provide a better complaint redressal mechanism whenever any
sort of grievances arises against the organization or against any staff.

a. Policy

A complaint lodged verbally by an employee will be treated as grievances.
However, grievance will be regarded as formed when the dissatisfaction is given
in writing. Such disputes which are of a reasonable magnitude arising out of ill
feeling by an employee or group of employees may be regarded as grievance. The
feeling of injustice may be related to wages, mode of its payment, leave, trans-
fer, positions, promotion, and treatment by superiors, interpretation of code of
conduct or even the food supplied in the canteen.

The idea of framing the policy in Organization is to solve the problem and
the complaints of the staff. In this policy each and every staff has the right to
express his/her grievance and there is a procedure to be followed. The policy
has been formulated taking the following in to consideration:

Employees are treated fairly at all times.

Complaints raised by employees are dealt with courtesy and on time.

All complaints are dealt fairly and efficiently.

b. Complaint Procedure

Employees who have a job-related issue, question, or complaint, he / she
should follow the following steps:

First Step
When an employee faces any grievance, he/she has to report it to his/her im-
mediate superior. Such immediate superior officer is expected to give reply or
find the solution to the grievance within the time stipulated according to the
gravity of the grievance made.

If the matter is not settled or if the settlement made by him/her is not
acceptable to the concerned employee, then the employee can directly contact
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the DC (Disciplinary Committee) either through verbal communication or by
submitting a written application in person or via mail.

The committee investigates on this matter and based on the findings it pre-
pares a report to present before the chairperson of the committee who takes
decision with the help of the submitted report.

If there is any ambiguity in the case a detailed investigation and proceeding
for expert opinion would be considered.

Second step (If he/she is not satisfied with the decision of DC)

In second stage, the employee concerned will be permitted to present his/
her grievance with the help of co-workers to the Director who in turn listens to
the grievance and tries to give a solution and constitutes a committee according
to the merit of the case or issue put before him.

Grievance Redressal is a management- and governance-related process used
commonly in India. While the term ”Grievance Redressal” primarily covers the
receipt and processing of complaints from citizens and consumers, a wider defi-
nition includes actions taken on any issue raised by them to avail services more
effectively.

Grievance Redressal typically covers the following types of com-
plaints:

• Service Unavailability

• Non-Delivery against Commitment

• Excessive Delays

• Injustice concerns (such as over race, caste, sex)

• Staff Misbehaviour

• Malpractice

•

Wider definition of grievance redressal covers:

• Malfunctions under Warranty coverage

• Product Support issues

• Citizen Vigilance reports

• Employee Disputes
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