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1 Concepts of Human 
Resource Management 

The Chapter Covers : 

■ Evolution of the Human Resource Maruagcmcnt 
■ Concepts And Perspectives Of HRM 
■ Fcarures of HRM 
■ Approaches of HRM 
■ Functions of Human Rcsowce Management 
■ Scope of HRM 
■ Oobjectivcs of Human Rcsowce Management 
■ The Changing Narurc of HRM Function . 
■ HR, HRM & HRD 
■ Human Rcsowcc Areas 
■ Communication Policies 
■ Structure of HR Department 
■ HRM in India 
■ A Cass Study 

Leaming Objectives: 

After going through this chapter, you should be able to: 

■ Define Human Rcsowcc Management 

■ Understand various Features, Approaches, Scope, Objectives 
and Importance of HRM 

■ Differentiate bctwccn HR, HRM and HRD 

■ Explain the Structure of HR Depanment in any organization 

■ Disctm HRM in India 
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INTRODUCI10N 

For any country its human resources can be defined as the sum total of the knowl­
edge, skills, creative abilities, talents and aptitudes. Similarly, from the viewpoint of 
an organization, it represents the sum total of inherent abilities, acquired knowledge 
and skills, talent and aptitudes of its employees. The human resources have also been 
designated as human fucto':'S . . &,,cording to Julius, 'the human factor' refers to a whole 
consisting of intcr-refated, interdependent and inter-acting physiological, psycho­
logical, sociological and ethical components. 

In order to have healthy human resources there is the need to pay attention to and 
provide fur physiol.ogical components, such as food, rest and environmental condi­
tions to satisfy the physiological need of people at the workplace. It is also important 
to focus on protection against harmful and destructive conditions and attempts to 
avoid drop in income/benefits or even employment status (e.g. a demotion from a 
higher level or role to a lower level or role) ~ as to have physiological security. 

On the psychological aspects, there is the element of emotions and impulses. · These 
aspects arc far more subjective and to add the challenge are uniquely different for 
each individual. While something can inspire someone and the same things can 
depress and act as a de-motivator for others. People in the organizational context have 
numerous psychological needs such as autonomy, achievement, power, acquisitiveness 
etc. It is natural for employees to look for the satisfuction of these needs within the 
organization. As a social being, each individual looks to satisfy his/her personal needs 
and aspirations as also the sense of affiliation, status, recognition, prestige etc. 

Another factor that influences individuals at work are ethical in nature and it ad­
dresses the right and wrongness of whatever the individual experiences. It is not 
uncommon of people leaving a company because they did not like the policies that 
they needed to comply with, e.g. corruption in dealing with certain authorities etc. 

There is no doubt that human resources have been critical in organizations since the 
very beginning and continue to be critical and significant in today's organizations. 
Tne paradox lies in the fact that even today the majority of challenges in organiza­
tions pertain to the human and social rather than physical, technical or economic 
factors. It is a truism that productivity is associated markedly with the nature of 
human resources and their total environment consisting of inter-related, inter-depen­
dent and interacting economic and non-economic (i.e., political, religious, cultural, 
sociological and psychological) factors. Thus, the significance of human resources can 
be examined from at least. two standpoints-economic and non-economic. While the 
economic factors are easily identifiable and controllable the non-economic factors 
require keen observation and listening skills and will need to be redressed differently 
and sensitively. 

The manag~ment of Human Resources has now assumed strategic importance in the 
achievem~nt of organizational growth and excellence. As globalization advances and 
we move into the information age, organizations need to adapt to the changes in 
technology and the changing issues in management of people. 

Some critical issues have clearly emerged - planning, acquisition and development of 
human resources, respon.ding to the demands of the work place and, above aJI, 
evolving a strategy of dealing with industrial conflict. As a management practice, it 
a>1."e?"S ~1! the :;onv~'lt:cn2l i~ t>f perso.nnel management and industrial relations, 
as wcU as the relatively new areas such as communication, counseling, training and 
clew.:ioprnent, and job enrichment. 



EVOLUTION OF THE HUMAN RESOURCE MANAGEMENT 

The historical background to the management techniques of human resources are in 
vogue since ancient times. It's only in the past 100 odd years that the techniques 
and study of human behavior at work has become formal and structured with certain 
basic practices established as core and a host of other practices left to each organi­
zation to design and implement as per their individual business driven practices. & 
per Fisher, Schonfeldt and Shaw, in their book titled Human Resources Manage­
ment, they have characterized the history of HRM as having evolved through four 
broad phases, the Craft system, the scientific system, the human relations approach 
and the prevalent organizational science-human resources approach. 

The Craft system refers to early trends noticed in Egypt and Babylon, where skills 
based training was provided to people to ensure a steady flow of craftsmen required 
to build huge monuments. By the 13th century, subsequently the trend was noticed 
in Europe and later craft guilds evolved to ensure not only the skill acquisition but 
regulate the conditions of employment, level of skill and improved production tech­
niques. Most relevant in the domestic industry where generations of skilled workers 
trained and became experts in a panicular skill. 

The Scientific Management approach was a key pan of the industrial revolution 
typical of the nineteenth and early twentieth century. It was instilled in the prin­
ciples. of mass production and organization of work -simple work skills and super­
visory/ manag~rial skills. This rapidly emerged as the assembly line approach to 
managing workflow, which later Fredrick Taylor (1856-1915) pioneered based on the 
philosophy that employees wanted to be used efficiently and money being the 
primary motivator. Over a period of time this was proved wrong as employee dissent 
grew and union issues surfuced. It was during this phase that employee welfare as 
a key HR practice emerged which redressed employee issues like recreational fudli-
ties, medical program and employee grievance. · 

The Human Relations approach was an outcome of the .famous studies und'!rtakc.o 
by US social scientist Elton · Mayo and Fritz Roethlisbcrger at the Western Electric's 
Hawthorne plant in Chicago. 

The Hawthome Studies: & described in virtually every book written about manage­
ment, the human relations or behavioral school of management began in 1927 with 
a group of studies conducted at the Hawthorne plant of Western Electric, an AT&T 
subsidiary. Curiously, these studies were prompted by an experiment carried out by 
the company's engineers between 1924 and 1932. Following the scientific manage­
ment tradition, these engineers were applying research methods to answer job-related 
problems. 

Two groups were studied to determine the effects of different levels of illumination 
on worker performance. One group received increased illumination, while the other 
did not. A preliminary finding was that, when illuminatio~ was increased, the leveJ 
of performance also increased. · Surprisingly to the engineers, productivity also in­
creased when the level of illumination was decreased almost to moonlight levels. One 
interpretation made of these results was that the employees involved in the experi­
ment enjoyed being the centre of attention; they reacted positively because manage­
ment cared about them. The reason for the increase in the production was not the 
physical but the psychological impact of the employee's attitude towards the job and 
towards the company. Such a phenomenon taking place io any research setting fo 
now called the Hawthorne effect. 
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As a result of these preliminary investigations, a team of researchers hc:adcd by Elton 
Mayo and F.J .. Roethlisberger from Harvard conducted a lengthy series. of experi­
ments extending over a six year period. The conclusions they reached served as the 
bedrock of later developments in the human rdations approach to management. 
Among their key findings were the following: 

• Economic incentives are less potent than generally believed in influencing 
employees to achieve high levels of output. 

• Leadership practices and work-group pressures profoundly influence em­
ployee satisfaction and performance. 

• Any factor influencing employee behaviour is embedded in a social system. 
For instance, to understand the impact of pay on performance, you aJso rune 
to understand the climate that · exists in the work group and the leadership 
style of the superior. 

Leadership Style and Practices: As a consequence of the Hawthorne Studies, worker 
attitudes, morale, and group influences became a concern of researchers. A nocable 
devdopment of the nature occurred shortly after World War II at the University of 
Michigan. A group of social scientists formed an organization, later to be called the 

. Institute for Social Research, to study those principles of leadership that were asso­
ciated with highest productivity. 

Based upon work with clerical and production employees, an important conclwion 
was that supervisors of high-producing units behaved differently from those of low­
producing units. The differences in style among the supervisors of high productM 
groups in comparison to their lower producing counterparts were: 

• More emotionally supportive of subordinates. 

• More likely to pay a differentiate4 role - plan, regulate, and CO<)r4inatc the 
activities of subordinates, but not become directly involved in work tasks. 

• More likely to exercise general rather than close or light supervision. 

• The origin and progress of the human rdations movement (particularly in 
U.S.A) has been due to certain social and cultural forces working there, such 
as Recognition of the dignity of the individual and his personality. The · 
individual has a lot of freedom of choice and the idea of decision-making by · 
oneself is deep-rooted in the national tradition. 

• A child is brought up to value independence and encouraged to think on bis 
own and not to be dependent on parents. 

• Virtual disappearance of owner managers and the growth of professional 
managers capable of managing according to professional code. 

• Strong organizations of labor, at all levds, calling for higher skills in commu­
nication and participative behaviour on the part of the management. 

• Shortage of labor led to skilled labor being treated as nearly irreplaceable. 
Hence, ·much greater care in utilizing this scarce and valuable resource had 
to be thought of in the form of "Human Relations." 

• Higher standards of living of American labor. Since their physical and secu­
rity needs were generally satisfied, increased participation alone could satisfy 
their emerging social and ego needs. 



-

• The possible weakening of work ethics, requiring managers to develop new 
attitudes towards labor. 

• The changing work environment-greater specialization ·and a large scope of 
operations - which require a greater degree of managerial effectiveness with 
and through employees. 

• A significant increase in the general educational level of employees who, as 
~ result, demanded more from their employers. 

Concurrent with the growth of human relations in work organizations, has been the 
burgeoning of techniques and programmes to foster human growth off the job. In 
the la.st two decades, millions of people seeking personal growth (or sometimes 
simply emotional arousal) have panicipated in programmes such as encounter groups, 
marriage enrichment groups, seminar training, couples groups, and transactional 
analysis. 

During the early 1970s, the human potential'(meaning development of one's poten­
tial) · movement began to appear in work settings. Management awareness training 
and assertiveness training represent two other techniques related to the development 
of human potential. Both are designed to deal with the problem of job discrimina­
tion against women. In management awareness· training, managers are made more 
sensitive to their sexist attitudes (such as thinking of all engineers are male) and in 
changing their attitudes . 

.Assertiveness training has been widely used to help women to be more direct in 
making known their demands for equal opponunity. 

Career development programmes in industry arc more prevalent today than at any 
time in the past. Although varying widely in content, all these programmes are 
designed to help the individual make career decisions that will move him or her 
toward self-fulfillment. In the process, it is assumed that the person will make a 
better contribution to the organization. 

CONCEPTS AND PERSPECTIVES OF HRM 

Human Raource Management (HRM) is the function within organization that 
focuses on recruitment of, management of, and providing direction for the people 
who work in the organization. Human Resource Management can also be performed 
by line managers. 

Human ~urcc Management is the organizational function that deals with issues 
related to people such as compensation, hiring, performance management, organiza­
tion development, safety, wellness, benefits, employee motivation, communication, 
administration, and training. 

In a general way, human resources are the people and their characteristics at work. 
It is term that is used to describe the individuals who comprise the workforce of an 
organization. Human resources represent the level of the inherent abilities, acquired 
knowledge and skills as demonstrated in the talents of an organization. An organi­
zation performs a number of functions to achieve its objectives. Hence, it requires 
human resources of different types which may be categorized on the basis of func­
tional areas ~ production, marketing, finance, etc. Human resources work perva- . 
sivdy in the organization which means that they work at all levels. 
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DIAGRAMMATIC REPRESENTATION OF HR STRUCTURE OF AN OR-
- GANIZATION 

Human Resources 

Top Middle Supervisory Operatives 
management Management Management 

Board of Departmental .. Senior Skilled workers 
directors heads supervisors 

Semi-skilled 
Chief executive Divisional Intermediate workers 

heads supervisors 
Functional Unskilled 
directors Sectional heads Front line workers 

I supervisors 

Meaning of HRM 
In simple words, HJl¥ refers to managing the people of an organization. It is a 
strategic approach for acquisition, motivation, devdopment and management of the · 
organization's human resources. It attempts to develop an appropriate corporate 
culrure which reflects the core values of the enterprise and enswes its success. HRM 
is a proactive approach as it always underlines as to what needs to be done related 
to recruianent, training and managing the human rcsowces. HRM focuses more on 
e!nployment and utilization of human rcsowces with a view that organization has 
right people at right time and at right place. 

Definitions of HRM 
Milkovich and Boudreau have defined HRM as follows, 

"Human Resource Management is a series of integrated decisions that form the 
employment relationships; their quality contributes to the ability of the organiza­
tions and the employees to achieve objectives". 

According to Mamoria and Gankar,-
"HRM is concerned with the people who work in the organization to achieve the 
objectives of the organization. It concerns with the acquisition of appropriate human 
resources, developing their skills and competencies, motivating them best perfor­
mance and ensuring their continued commitment to the orgallization to achieve 
organizational objectives". 

Principles of Human Resource Management 

HRM is an approach to the management of people based on four fundamental 
principles: 

1. Human rcsowces are the most important assets of an organization and their 
effi-crive management is the key to success. 

2. Success is most likely to be achieved if the personal policies and proccdwes 
contribute to corporate objectives and strategic plans. 

3. Organizational values must be changed, or reinforced towards the achieve­
ment of exce!lence. 

4. All members of the organization should work for a common purpose. 



FFATURES OF HRM 

Human resource management is concerned with most effective use of people ·to 
achieve organizational & individual goals. On the basis of definition of HRM, we can 
identify its features relevant to understand its exact nature and scope. · 

l . HRM is a part of management discipline: - HRM is not a discipline in itself, 
although it is a pan of management discipline. A discipline is an accepted 
science with a theoretical foundation that serves as the basis for research and 
analysis. HRM be.ing a pan of management process, impacts heavily from 
management concepts, principles and techniques and apply these in the 
management of human resources. 

2. HRM is · a continuous process: - HRM is not one shot deal. It cannot be 
practiced one hour a day or one day a week. HRM is a continuous phenom­
enon as it requires constant alenness and awareness of human relations and 
their importance in every day operations. 

3. HRM is concerned with people: - HRM is basically concerned with people 
in the organi2:ation. HRM looks after the people who are presently available 
in the organization and those people who are having the potential . to be 
employed in the organization. HRM is a prime tool for bringing people in 
the organization. HRM takes care of people working at all levels of organi­
zation. HRM is all about people at work both as group & individuals. It 
tries to put people an assigned job in order to produce good result. 

4. HRM is directed towards achievement of objectives: - HRM provides tools 
and techniques for managing people towards achievement of objectives of the 
organization. HRM helps in enhancing the quality of people which is uti­
lized in getting the objectives accomplished. 

5. HRM has Univenal Existing: - HRM exists in all business and organizations 
as well as in all types of organized activities. It is relevant to all the funda­
mental areas of a business organizations production, marketing, finance, 
research and development. Hence, HRM exists universally. HRM is pervasive 
in nature as it is present in every enterprise & at all level of management in 
an organization. 

6. Action oriented: HRM focuses attention on action rather than record keep­
ing, written procedures or any rules. 

7. Individually · oriented: It helps employees develop their potential fully & 
encourages them to give output their best to the organization & motivates 
them through systematic process. 

8. Integrating mechanism: HRM tries to build & maintain relations between 
· people working at various levels in the organization & integrate human assets 

in best possible manner. 

9. Comprehensive function: HRM is to some extent concerned with any orga­
nizational decision which has an impact on the workforce of organization at 
all levels. 

10. Inter disciplinary function: HRM · is a multi disciplinary activity utilizing 
knowledge & inputs drawn from psychoiogy, sociology anthropology, eco­
nomics etc. 

11. Auxiliary service: HRM department exist to assist & advise the line or the 
operating managers to do their personal work more effectively. 
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APPROACHES OF HRM: 

HRM is really pcnonnd management: 

Human, resource management is a modernized form of 'personnel', repackaged to 
enhance the starus of personnd managers. HRM is based on integrated and coherent 
recruitment, assessment and development programmes. 

HRM is a strategic modd: 

It employs the techniques of strategic management for the utilization of human 
resources. Ii: focuses on senior manager concern with achieving objectives and con­
taining costs. HRM aims for a scam less link between business policy and recruit­
ment, performance assessment, reward management, development and dismissal. 

' HRM is a mechanism ~r conuol and the exercise of power by top management. 

HRM is people management: 

It covers all aspects of managing employees in ia widest sense and emphasizes the 
role of line managers in overseeing their own staff. 

Core values of HRM: 

1. Human beings are the crucial aspects of every organization. The greater is the 
commitment of the human resources the more successful is the organization. 

2. An individual is a whole person. He brings all aspects of his personality, 
attitudes, uaits and behavior to the work place. 

3. All people represent the organization. The building, equipment and other 
resources arc productive only because they are being handled by the hyper 
energetic forces of humans. 

4. People are different from each other. They vary in abilities, nature, person­
ality; rdigion etc. People are also influenced by social economic and environ­
mental factors. 

5. Human resources have to be acquired, developed and motivated to give 
higher performances and also must be retained. 

6. The · success of an organization depends upon the satisfaction of organiza­
tional needs and employees needs. There are various levels of hierarchical 
levels in an organisation. The people who manage (i.e., the managers), and 
people who are at work (subordinates). The effective coordination and com­
mitment between managers and subordinates is essential for organizational 
success. Apart from that healthy relationships are to be maintained with 
consumers, shareholders, enuepreneurs, governments and suppliers. 

7. Human relations enable people to work effectively in an organization with 
other people in organization. 

Functions of Human Resource Management 

Human Resource Management involves the devdopment of a perfect blend between 
traditional administrative functions and the well-being of all employees within an 
organization. Employee retention ratio is directly proponionate to the manner in 
which the employees are treated, in return for their imparted skills and experience. 
A Human Resource Manager ideally empowers inter-departmental employee rela­
tionships and nurtures scope for down-the-rung employee communication at various 
levds. The fidd is a derivative of System Theory and Organizational Psychology. The 
Human Resource department has earned a number of related interpretations in time, 



but continues to defend the need to ensure employee well-being. Every organization 
now has an exclusive Human Resource Management Dcpanmcnt to interact with 
representatives of all factors of production. The depanmcnt is responsible for the 
devdopmcnt and application of ongoing research on strategic advances while hiring. 
terminating and training staff. The Human Resource Management Dcpanmcnt is 
responsible for: 

• Understanding and rdating to employees as individuals, thus identifying 
individual needs and career goals. 

• Developing positive interactions between workers, to ensure collated and 
constructive enterprise productivity and dcvdopmcnt of a uniform organiza­
tional culture. 

• Identify areas that suffer lack of knowledge and insufficient ~aining, and 
accordingly provide remedial measures in the form of workshops and semi­
nars. 

• Generate a rostrum for all employees to exprea . their goals and provide the 
necessary resources to accomplish professional and personal agendas, essen­
tially in that order. 

• Innovate new operating practices to minimize risk and generate an overall 
sense of bdonging and accountability. 

• Recruiting the required workforce and making provisions for expressed and 
promised payroll and benefits. 

• Implementing resource strategics to subsequently create and sustain com­
petitive advantage. 

• Empowerment of the organization, to successfully meet strategic goals by 
managing staff effectively. 

• The human resource dcpanmcnt also maintains an open demeanor to em­
ployee grievances. Employees arc free to approach the human resource team 
for any conceived query or any form of on-the-job stresS that is bothering 
them. 

• Pcrtormance of employees is also activdy evaluated on a regular basis. These 
arc checks conducted by the HR to verify and thereby confirm the validity 
of the employees actual performance matching the expected performance. 

• Promotions, Transfers or expulsion of services provided by the employee arc 
some duties that arc cnforc.cc:l by the human resource department. Promo­
tions arc conducted and arc predominantly based on the overall performance 
of the individual, accompanied by the span or . tenure he has served the 

1 

organization. The Human resource department also looks at the possibilities 
of the employee migrating from one job to another, maintaining the hierar­
chy in the company and considering the stability of post and the salary 
obtained over a period of time. 

Ideally, a Human Resource Management Department is responsible for an interdis­
ciplinary examination of all staff members in the workplace. This strategy calls for 
applications from diverse fidds such as psychology, paralegal srudics, industrial engi­
neering, sociology, and a critical understanding of theories pertaining to post-modern­
ism and industrial strucruralism. The department bears the onus of converting die 
available task-force or hired individuals into strategic business parmcrs. This is achieved 
via dedicated Change Management and focused Employee Administration. The HR 
functions with the sole goal of motivating and encouraging the employees to prove 
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their mettle and add value to the company. 1bis is achieved via various management 
processes like workforce planning and recruitment, induction and orientation of hired 
task-force and employee training, administration and appraisals. 

SCOPE OF HRM: 

The scope of HRM is very wide. 

1. Personal Aspect: This is concerned with manpower planning recruitment, 
selection, placement, transfer, promotion training & development, retrench­
ment, incentive & productivity etc. 

2. Welfare Aspect: It deals with working conditions such as canteens, lunch 
room, restroom, cr~es, housing, transport, medical assistance, and educa­
tion, safety about health & recreation facilities. 

3. · Indwtrial Relation Aspect: This covers union management relation joint 
consultation, collective bargaining, grievance and disciplinary procedures 
settlement of disputes etc. 

, OBJECTIVES OF HUMAN RESOURCE MANAGEMENT: 

The prima.ry objective of HRM is to ensure the availability of competent and willing 
workforce to an organization. Specifically HRM has four fold- Social, organization, 
functional & personnel. 

1. Social objectives: To be ethically & socially responsible to the needs & 
challenges of the society while minimizing the negative impact of such de­
mands upon the organization. 

2. Organizational Objecti~: To recognize the role of HRM bringing about 
organizational effectiveness. The HRM department exists to serve the rest of 
organization. 

3. Functional objectives: To maintain the department's contribution at a level 
appropriate to the organization needs. 

4. Personnel objectives: To assist employees in achieving their personal goals as 
these goals enhance individual's contribution to the organization. 

IMPORTANCE OF HRM: 

HRM plays an important role. It helps an organization in many ways. The concept 
of Human beings is a very crucial and vital factor of production; HRM is gaining 
more and more importance day by day. It also has important · mplication in societal 
development also. It is the heart and soul of Modem Management. 

1) Development and Growth, of the organization: By improving the individual 
capabilities, acquiring necessary cooperation and developing teamwork. HRM 
makes sure that the organization develops and grows well. Goals of the 
organization are met by HRM by effective motivation and excellent utiliza­
tion of employees. 

2) Creation of healthy rulnue in the Organization: HRM creates and maintains 
excellent culture in the organization and it makes people develop and grow; 

3) Maintenance of Human Resources: The development, care of Human Re­
sources is done by the HRM. 

4) It is needed in short, medium & long run: 

a. At individual level-Effective management of human resource promote 
teamwork & team spirit among employees. 



b. It offers excellent growth opportunities to the people who have the 
potential to rise. 

I 

c. It inspires people to work with diligence & commitment. 

THE CHANGING NATURE OF HRM FUNCTION 

Today, competitive advantage is · based on the successful application of knowledge. 
Managing people, as. an HRM function, has broadened, to include managing orga­
nizational capabilities, relationships, learning and knowledge. These functions in­
clude four generic areas, 1.e. 

a) Roles, 

b) Relationships, 

c) Strategic focus, and 

d) Learning focus 

These areas are different from each of the economy funaions, like traditional, tran­

sitional and knowledge. 

• Innovate HRM 

• Crafting creative business strategics 

• Organizational restructuring 

• Creating social networks 

• Invoking new challenges 

• Shifting approach 

• Enabling companies to go global 

• Leading to superior performance 

• Creating knowledge work force 

• Human Resource Information System (HRlS) for Effeaive HRM 

In today's competitive business environment, the cutting edge for any organization 
is given by the speed with which it takes decisions to respond to changes in the 
environment, internal or external. A well-designed computerized HRIS ~one ca;: 
provide the information and ahalysis within the shortest possible time. Now-a-days, 
many organu.ations are using the computeri7.ed HRIS. They keep records in a com­
pact manner, enabling access and retrieval, in a flexible way. 

1. Benefits of HRIS 

2. Simplified data entry 

3. Less paperwork 

4. Fast and accurate 

5. Better use of feedback 

6 .' Increased efficiency 

7. Improved tools for data analysis 

· HRIS has great s~ificance in every sector and it can play a vital role. it hdps to 
have a better communication process in the organization and we can offer be:cr 

service with less effort at reduced cost. 

Most importantly, organizations can hire and retain top performers, improve produc­
tivity and enhance job satisfaction of the employees. 
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HR,HRM&HRD 

Human Relations is called HR also known as Human Raourccs. Managing HR is 
called Human Resources Management (HRM). Developing HR is called HRD. 
HRM is a philosophy, while HRD· includes the activities and processes undertaken 
to promote the intellectual, moral, psychological, cultural, social and economic de­
velopment of the individuals in an organization, in order to help them to achieve 
higher human potential as a resource for the community. It is a continuous process 
by which the employees are :wisted in a planned way to develop capabilities. 

Trends in HRM 

,An organization's labour force comes from its external labour market - individuals 
who are actively seeking employment, HRM helps organizations to find and keep the 
best possible fit between their social system and technical system. Organizations 
need employees with broad skills and strong motivation. Recruiting and selection -
decisions are especially important for organizations that rely on knowledge workers. 
Employees' responsibility and authority are given to make decisions regarding all 
aspects 9f product development or customer service. HR professionals can support 
organizational strategies for quality growth and efficiency. 

Organizations with international operations hire employees in foreign countries, 
where they operate, as they need knowledge of differences in culture and business 
practices. 

Now-a-days,• information system has become a tool for more HR professionals, and 
' often, these systems are provided through the Internet. The widespread usage of the 

Internet also includes HRM applications_. Organizations search for talents, and screening 
candidates online. Employees may receive training online. The employment relation­
ship takes the form of a psychological contract that describes what cmploycn and 
employees expect from the employment · relationship. The employees arc looking for 
flexible work schedules, comfortable working conditions, greater autonomy, oppor­
tunities for training and development, and performance-related financial incentives. 
For HRM, the changes require planning for flexible staffing levds. 

Organizations seek flexibility in staffing levels through alternatives to the employ­
ment relationship. They may use outsourcing as well as temporary and contraa 
workers. 

Strategic HRM 

It is that set of managerial decisions and actions that determine the long term 
performance of a corporation. It includes environmental scanning, strategy formula­
tion, implementation, evaluation and control. The J,iggest benefit that strategic 
HRM offers is competitive advantage by building critical capabilities of HR in an 
organization. Strategic HRM facilitates in strategy formulation by making an 
organization's SWOT analys~, and also in policy implementation by providing com­
petent human resources and competitive intelligence. 

HRM in LPG (Liberala.ation, Pmatu.ation &: Globali:zation) En 

We can divide HRM into seven sections, i.e., 

(i) HRM - Environment and Strategies 

(ii) HRM - Acquisition and Absorption 

(iii) Development 

(iv) Maintenance and Retention 



{v) Control 

(vi) Miscellaneous 

(vii) HRM Practices 

HRM Environment and Strategies includes objectives, scope and functions, evolu­
tion and devdopment of HRM. 

Acquisition and Absorption indudes HR planning, job analysis and design, recruit­
ment, sdection, placement, induction and socialization. 

Devdopment section includes career planning and devdopment, employee training, 
executive development, organization development and internal mobility and separa­
tion. 

Maintenance and Retention section includes job evaluation, wage and salary admin­
istration, incentives and benefits, motivation, employee empowerment, workers par­
ticipation in management, employee health and safety, social security, employee 
discipline, employee grievance, industrial rdations, industrial disputes, trade unions, 
collective bargaining, performance & potential appraisal. 

Control section includes personnd research and audit, human resource audit and 
human resource information system. 

Miscellaneous section includes HRM in a changing environment, IHRM, HRM in 
vinual orpnizations. 

The final section is HRM Practices in various organization levels. 

Corporate Strategy in Human Raource Management 

Today, there is an urgent need to link human resource management, inextricable, to 
the business of the organization, at both the strategic and practical levds. The HR 
manager has the task of being on a constant look-out for the right choice of 
employees, finc-runing the job mix and compensation package to benefit the indi­
vidual and the organization, devising a flat organization structure and organizing 
training programm~ for continuing the education at different levels in the organi­
zation. 

Best Practices in HRM 

A best practice in HRM has invoked a great deal of interest among HR professionals. 
Companies that arc currently under-performing in the HR area can learn and adopt 
some of the best practices from organu.arions that have acquired some mastery over 
the good practices in HR. In the era of liberalization, the competitive scenario in the 
business environment has cha.op a lot. Consequently, HR practices have also cha.op · 
phenomenally. The performance of the employees determines the failure or the 
success of an organization. There are four stages of integration between HR functions 
and the strategic management functions: - · 

1. Administrative Linkage 

2. One-way Linkage 

3. Two-way Linkage 

4. Integrative Linkage 

HR experts are having the opinion that, though "best practices in HRM" cannot be 
uniformly applied to all the organizations, they have a kind of uniform applicability 
in some functional areas, where psychological factors play an important role. Such 
areas arc broadly classified as follows: -
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HRM in Cross-Cultural Context 

Multi-cultural workforce congregations have become today's workplace realities. The 
cross-border market terrorism spared by MNCs evoked counter-insurgency and stra­
tegic warfue from domestic businesses. Partnering people in this race is vital for 
success in the market place. Workplaces have increasingly symboliud multi-cultural 
villages, resulting in a growing need for cross-cultural intelligence. The furore com­
petitiveness of corporations will depend on their ability to attract and manage diverse 
talents effectively. Cross-cultural training will give managers on international assign­
ments the cultural understanding essential to accomplish their tasks. Cross-cultural 
differences are the cause of failed negotiations and interactions, resulting in losses to 
the firms. The strategic role of HRM in strengthening and sustaining corporate 
growth has assumed paramount significance, the world over. 

Employee Engagement 

\>roducts and process alone can't help organizations to sustain loyal customers. They 
also need highly-motivated, dedicated and involved employees who are very passion­
ate about their work and their organization; in short, they need "engaged employ­
ees". But, nurturing engaged employees requires a lot of effort and skill on the part 
of HR managers and calls for a different HR philosophy in the organization. 

We need employee engagement to serve as a core competency of an organization that 
would provide sustainable competitive advantage. We know employee engagement 
towards their work, throw few test "symptoms", i.e., feeling of creating value, having 
a direction to follow, an air of uust, creating engaged employees through top manage­
ment endorsement, a work environment to cherish, innovative leadership and clear 

1 growth trajectories, 'one step up from commitment'. Employee engagement is the new 
bU7.ZWord. A successful business is directly linked to the commitment of its employees. 
Employee engagement ensures the successful execution of any business strategy. 

8PO Scenario: HR Issues & Challenges 
Human resources are the lifeline of BPO companies. The majority of the workforces 
in the BPO industry are young, literate and dynamic. Outsourcing HR functions 
will be the next big leap in India's BPO arena. The HR outsourcing segment is still 
in its nascent stage in the BPO Industry. 

HUMAN RESOURCE AREAS: 

1. Quality of Work Ilk: 

It is multifaceted concept. The premise of quality is work life is having work . 
environment where an employee's activities become more important. It means 
implementing procedures or policies that make the work less routine and 
more reward ring for employee. These procedures or policies include au­
tonomy, reorganization, belonging, progress & development and some exter­
nal reward. Autonomy deals with amount of freedom that employees can 
work in their job. Reorganization involves being valued by others in com­
pany. Belonging refers to internal rewards available from the company's 
challenge & accomplishment. External reward means reward in form of sal­
ary benefits & also includes promotion, rank & status. These components 
provide quality of work life for individual. If quality of work life is lacking 
then worker's productivity may suffer. 

· 2. Productivitr-

Productivity is the quantity or volume of the major product or services that 
an organization provides. Many components constitute the productivity fac­
tor: 

http:dynam.ic


a) Capital investment includes having the best possible machinery available 
that will hdp to improve the efficiency of workers. 

b) Innovation is a process whereby new ideas & creative ideas are welcomed, 
studied for the feasibility & implemented, if found feasible. 

c) Learning looks at uaining issues: Not only we want individual to work 
efficiently but also effectively. Finally productivity is contingent on an 
employee's motivation. Productivity improvement can be achieved through 
proper equipment, uaining, new ideas & increased · motivation. 

3. · Readiness for change: 

Change is a fact of life evetywhere. At. work we must be aware that changes 
will occur .The changes might be suitable such as getting a new Boss or I 

organization installing a new work system. But fear must not be associated 
with changes & to reduce their fear, training is important about getting 
ready for change. Employers must make changes to remain competitive, 
innovative & responsible. 

RESPONSIBILITIES OF HRM 

Human resources management is responsible for the following: 

l) Promotion of organizational needs: This is a very crucial function of HRM. 
The organization needs people human assets. People appreciate day by day 1 

with experience and are extremely valuable assets in an organi7.ation. 

2) Development of employees: He does bring his abilities, attitudes, personal­
ity, and behavior with himself. An individual aims for development and 
personal growth in the work sphere. 

3) Relationsrup maintenance function: HRM functions include maintenance of 
effective interpersonal relations. In this context the functions of legal com­
pliance, maintenance and Industrial relations are done by HRM. 

4) Performance Appraisal: Performance appraisal also called "merit rating;, or 
"employee rating is a means of helping supervisors to evaluate the work of 
employees. It is the name given to the regular formalized and recorded 
review of the way in which an individual performs in his or her job. This is 
normally carried out by the job holder's immediate boss. 

• It helps employee in self-appraisal. 

• It reviews his pcrf ormance in relation to the objectives and other behav-
iors. 

• It checks reviews done by the superiors. 

• It sends summary information for central storage and use. 

• It analyses the difficulties of the employees and works to remove them. 
It helps employees to face challenges and accept responsibilities. 

5) Counseling:"Counseling is helping the employee to recognize his own 
suengths, weaknesses and potential and helping him to prepare action plans 
for own development." Giving feedback in "threatening way" or correcting 
the undesirable or unsatisfactory behaviour of employees by pointing it out 
the deficiencies or other malfunctioning and warning them not to repeat this 
behaviour are all integral parts of a manager's role and are not the same as 
counseling. 

• They give critical and supporting feedback. 

\ 
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• They · discuss with the employee the difference between his self rating 
and the racing, by the immediate superior. 

• They discuss the steps the employee can take for improvement. 

• They provide support. 

6) Career Planning: Career planning involves identifying the right potential 
well in time, for development to take over higher responsibilities. This in­
cludes promotion and planned job rotation under various conditions and 
environments of challenge. In this process, attention is focused on individual's 
style of working than his current performance results. Current results can 
provide reasonable clues of future potential, but they are not the sole crite­
rion; current results only, could be misleading in judging one's potential. 

7) Succession Planning: Succession planning entails in identifying the key jobs 
in an orgaruz.ation and ensuring that, if anything, planned or unplanned were 
to remove the present job holder from his post, there would be someone ready 
to take the place. This benefits the company by ensuring that there are no 
expensive gaps, or panic measures to fill them. It benefits the individual by 
providing him with opportunities for advancement. Three broad steps are 
required in this context (i) to decide which job is the key job in the organi­
zation; (ii) to identify the potential incumbent who can fit the position; & 
(iii) to make necessary records in the organization chart. Therefore, a succes­
sion plan is indicate that who can succeed whom in the hierarchy. 

8) Training: The purpose of training is to improve the capabilities of the human 
resources in order to increase their efficiency and effectiveness on the job. 
Training is expected to indicate positive changes in knowledge, skill and 
attitudes. Training is job oriented and fulfills the current needs of an indi­
vidual to overcome job difficulties. 

9) Job Evaluation: Job evaluation is concerned with establishing the relative 
worth of a job compared to other jobs within an organu.ation. · In job evalu­
ation one attempts to consider and measure the inputs required of employees 
(know-how, accountability and problem solving etc.) for minimum job per­
formance and to translate such measures into specific monetary returns. 

1 O) Transkr, Promotion &: demotion: Transfer is a lateral movement within the 
same grade, from one job to another. A transfer may result in changes in 
duties and responsibilities, supervisory and working conditions, but not 
necessarily salary. Promotion is the advancement of an employee from one 
job level to a higher one, with increase in salary. Demotion is the opposite 
of promotion. It is a downward movement from one job level to another, 
leading to a reduction in rank, status, pay and responsibility. 

11) Job Analysis: Job analysis is the process of srudying and collecting depart­
ment information relating to operations and responsibilities of a specific job. 

· The immediate products of this analysis are job description and job speci­
fication. Job description is an organized factual statement of duties and 
responsibilities of a specific job, whereas, job specification is a statement of 
the minimum acceptable qualities necessary to perform a job properly. 

12) Role Analysis: Role analysis is the process of defining a role in the context of 
its work system, in terms of expectation of important persons, detailing spe­
cific tasks under each function, and elaborating the process, standards and 
critical attributes namely knowledge, attitude, skill, habits required for effec­
tive role. Role is a position or an office a person occupies as defined by 



expectations from significant persons in the organi2:ation, including the person 
himsel£ Position is the collection of tasks and responsibilities performed by 
one person. 

COMMUNICATION POLICIES 

HR Department stresses a lot on Communication aspects to be developed. Commu­
nication policies do pave way for effectiveness and efficiency. 

Rewards: Rewards are the positive reinforcements given by the organization. Rewards 
act as effective motivators and help people to increase productivity and efficiency. 
Rewards include: 

1. Promotion 

2. Salary Review 

3. Salary Administration 

Imponance of HRM functions: 

1) To hire the wrong person for the job 

2) To experience high turnover 

3) To find our people not doing their best 

4) To waste time with countless and useless interviews 

5) To have our company sued for our .discriminatory actions. 

6) To be quoted under bad example of unsafe practices 

7) To have some of your employees think their salaries arc unfair and inequi­
table relative to others in the organization 

8) To allow a lack of training to undetermined your department's effectiveness 

9) To commit any unfair labor practices 

Role HR Practitionen: 

The HR managers have keen role in the effective planning and implementation of 
the policies and decisions that in tune with the business changes. They should act 
as strategic partners and be proactive in their role. The HR managers should under­
stand how far their decisions contribute to business surplus incorporating human 
competency and performance to the organization. Strategic HR managers need a 
change in .their outlook from seeing themselves as relationship managers to strategic 
resource managers. The major HRM innovations occur when senior management 
takes the lead and adoption of innovative SHRM practices is dependent on the 
nature of relationship of the HR Dep~ent with the CEO and the line managers, 
the actions of the personnel practitioner in the innovation process suggests that 
adoption of an innovation by an organization depends largely on HR practitioners' 
credibility with information and resource providers. HR Department and HR man­
agers in these innovative organizations play a strategic role linking the HR strategy 
with the business strategy of the organization. A crucial aspect concerning SHRM 
is the concepts of fit and flexibility. The degree of fit determines the human resource 
system's integration with organization strategy. It is the role of HR Managers to 
ensure this fit in between Human Resource System with· the Organization Strategy. 

STRUCTURE OF HR DEPARTMENT 

Internal structure of HR department can be designed either on the basis of its 
functions or the type of personnel it deals with. HR department has to be organized 
at the head office level as well as at all other levels. Let us see how HR department 
is structured on the basis of functions and people. 
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Function- oriented S~ 

There are various functions which are performed by HR department like recruiting, 
compensating and developing human resource. Therefore, Function-oriented struc­
ture of HR department is divided as per its departments. The diagrammatic repre­
sentation of function-oriented structure is shown below: 

HR Director 

HR Information system 

Recruitment 
Manager 

Devdopmcnt 
Manager 

Compensation 
Manager 

Industrial 
rdations 
Manager 

Employee 
maintenance manager 

People- oriented Structure 

Employee service and 
Welfare manager 

Dcpanmentation on the basis of various categories of people employed in the orga­
nization is known as people-oriented structure. The people may he classified as 
operative and managerial. This structure focuses on the fact that different categories 
of personnel have different types of problems and therefore, they need different types 
of attention. Such a structure is presented in the figure below: 

HR 
Information 
system 

T«hnical 
Personnel 

M2nagerial 
Personnel 

HR Director 

HRManagcrs 

Labor 
force • 

Women 
Emplo7m1 

Role of Human Resource Management 

Handicapped 
Personnd 

Industrial 
relations 

The role of HRM is to plan, develop, and administer policies and programmes 
designed to make proper use of organization's human resources. The chief functional 
areas in HRM arc: 

1. HR Acquisition 

2. HR Development 
3. Performance and Compensation 

. 4. Motivation and Maintenance 
5. Industrial Relations 

Human Resource Acquisition 

Acquisition means attainment of employees which are appropriate for the organiza­
tion. It also involves certain sub-functions like HR planning, job analysis, recruit­
ment, selection and orientation. HR planning means determination of number and 
types of employees required. Job analysis means the process of describing the nature 



of a job and specifying the skills and talent required to accomplish the job. Recruit­
ment means identification of sources from where the personnel can be employed and 
motivating them to work in the organization. Selection means choosing the right 
candidates or rejecting the unfit candidates, or a combination of both. Finally ori­
entation means, introducing a new employee to the organization and the organiza­
tion to the employees by providing him relevant information. 

Human Resource Development 

Human resource development means developing people for better performance. This 
is a pJanned way of raising the work capabilities and competencies of the employees. 
There are several sub-functions of human resource development like- Career planning 
and development, Training and development and Organization development. Train­
ing and development comprises of providing training to the employees so as to 
enable them to perform a job in a better way. Organizational development is con­
cerned with changing the overall climate and culture of organization in order to have 
better match between employees and organization. 

Performance and Maintenance 

This function of HRM looks upon the performance and compensation of employees. 
Basically, there are three sub-functions of this function: Performance management, 
Compensation management and Incentives and benefits. Performance management is 
the p~ of planning performance, appraising performance, giving its feedback, and 
counseling an employee to improve his performance. Compensation management in­
cludes administration of fair wages and salaries to the employees. Incentives and ben­
efits arc given to employees so that their efforts get rewarded and they get motivated. 

Motivation and Maintenance 

This function of HRM involves creating motivational environment by HR practices 
like developing quality of work life, HR counseling, empowerment and panicipation. 
Other aspects like safety and health management, promotion and transfers are also 
included in Maintenance of employees. 

IndUBtrial relations 

Industrial relations refer to complex and dynamic set of relationship which exists 
between the employers and employees. It involves designing of human relation 
system, managing discipline, redressing grievances and managing disputes between 
management and operatives effectively. 

-

I Functions of Human resource management I 
---- ~ ------ . 

HR acquisition 
1 

HR 
I 

Performance Motivation Industrial 
devdopment and and rdatio111 

compemation Maintenance 

HRplanning HRDsym:m Pcrfurmana: Creating IR system 
management I motivating 

Job and role Career environment Discipline and 
analpis planning and Compensation grievances 

dcvdopmcnt management Empowerment management 
Selection Ile 

Training and Incentives and participation Industrial 
Oriencation Dcvdopment bcndits disputrs 

and placcmcnt Safety and management 
Organization balth 
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HRM IN INDIA 

As it stands today the Indian organization could not have hoped for more. In 
addition to being strategically positioned on the corporate world map as a low-<:o.tt, 
highly skilled destination, the Indian corporate is emerging as a base for committed, 
intelligent and a knowledgeable workforce. This has been achieved by the hdp ot a 
strong foundation provided by the Indian education system at the primary, second­
ary, technical and at professional levd. It is a undisputed fact that the Indian 
Institute of Technology, the National Institute of Technology and the famed Indian 
Institute of Management are among the world-class institutions to name a few. 
Quality education and research are encouraged on these campuses and across the 
country, which mould and contribute to the practices in Indian organizations. 

The HRM practices in Indian organi7.ations are a parody of sorts. There is a strong 
foundation that is a simple extension of the HR practices from the established 
western organizations and the devdoped countries. However there is a equally strong 
cultural impact on the hiring practices, compensation standards, benefits and statu­
tory benefits, performance linked rewards and payout, which though in-step with 
international HRM practices have a flavor their own. We will discuss a few distinct 
differentiators that impact HRM practices in Indian organizations: 

HRM in India however is not structurally well-researched and .hence a lack of 
theoretical information to ttack and document its progress. Unlike in the emerged 
countries like the USA and the UK where the research networks ~e mature and well 
established. Research is yet at its in&ncy in India and there is a lot of dependence 
on the emerged countries in emulating best practices in the way people are hired and 
managed. _ Today the organizations of Indian origin have their unique HR strategies 
that work best for them. Work more and earn more is a common and accepted 
philosophy at the Indian workplace. Work is respected and rever~d and almost 
worshipped in Indian organizations. Benefits are basic yet equitable and adequate. 
There is a high focus on cash in hand as opposed to benefits and perks. 

Our statutory and legal frameworks, as a result, are a lot more liberal and less 
restrictive as compared to the emerged countries. An open society drives openness at 
the workplace and hypocrisy is largely discouraged, leading to well structured' poli­
cies and processes that drive workplace behavior. Diversity fur India is a ·challenge 
that is very different from its existence in the rest of the world. Diversity initiatives 
in India normally focus around challenges rdated to gender diversity. It's only in the 
past few years that there is a pattern of women in the Indian corporate. Today this 
is a key issue. There is a lot of sttategizing and initiatives in all Indian MNCs as 

. well as Indian domestic firms toward encouraging this critical potential talent fur 
organizational advantage. 

• The Indian culture is one that is deeply rooted in its societal and collectivism 
values whereby there is a natural urge to collaborate at the workplace, work 
in teams and groups with ease. 

• The diversity that is seen in the Indian society with respect to diverse 
religions and states are reflected in the ability of the Indian to accept diver­
sity of views and thought without in.hibitions. Not much dfon needs to be 
expended t0 practice tolerance towards others points of view. 

• The tolerance for ambiguity and uncenainty however is low in the Indian 
which requires a lot more detailing of jobs and roles and responsibilities. 



There is need therefore to establish definite boundaries of authority and 
responsibility. 

• Work culture-wise, the na~ ability to work hard and · from long hours, 
• perseverance and the need to cam money, impacts the way of work that is 

organized in Indian organizations. It is not uncommon for the Indian to . 
compromise personal time with family / friends to instead attend to work 
and satisfy a customer. There is an overwhelming sense of 'service' that 
manifests i~lf at the workplace. 

• Availability of a large educated group of individuals of different caliber of 
knowledge and skill allows the country to undertake different nature of work , 
beginning with lower skilled activities such as BPO's (Business Process 
Outsourcing) and moving up the value curve to far more advanced activities 
.... KPO's (Knowledge Process Outsourcing). 

• Compensation and benefits costs continue to provide a competitive advan­
tage for India making it a preferred business location the world over. 

• There is a natural expressed need 'to belong'. This again is typical of the 
Indian and has brought about a significant amount of customization of the 
workplace · and its norms to allow for cultural events and activities through 
the year. There is a lot more scope for socializing that exists in the Indian 
organizations. 

• Cwrent ttcnd in the over populated urban part of the country are quickly 
fading out to tire 2 and tire 3 cities and town where the cost of living and 
wage levels are not as competitive, further expanding the Indian resource 
base for hiring and building talent, contributing to the overall gain of the 
country. 

• A grievance management system is a common HRM function. 

A CASE STUDY 

Indian tech tries to retain top worbrs 

By Jessia Mchroin Irani 

At a time when most IT companies are reducing employee numbers to cut costs, tech 
majors such as Wipro, TCS and Infosys arc re-channelizing their manpower. Sabbati­
cals are more common and people on the bench are being asked to undergo longer . 
and more rigorous training programs. Wipro has asked some of its non-billable and 
skilled employees to move to subsidiary Wipro lnfotech on the same pay package as 
earlier; b~t they will continue to be on the payrolls of Wipro Technologies. 

•Tucsc are not under performers, but talented people we don't want to lose. The 
move to lnfotech is currently for a year, and this will give them a chance to be 
productive," said Pratik Kumar, Wipro executive vice president of human resources. 
This will also help the company in sustaining high utilization rates. 

The other option given to employees, who have been on the bench for over six 
months, is a special program which allows them to come to work for 10 days a 
month, at half their salary. "This allows them to take up certification programs, work 
on innovation projects and help in creating question banks for domain specific 
internal tests," said . Kumar. "Once we see an opening for them on a project, we will 
transfer them immediately." 
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TCS has also put its benched employees on high-end training programs in areas such 
as enterprise resowce planning, business intelligence and analytics. "We are building 
a larger skill set as we would like to be ready when the demand picks up," said a 
TCS spokesperson. The IT Company has aJso invited its employees to write research 
papers on technology .that can be used by the company. 

Reducing employee numbers for saving costs is a short-term solution, said Nandita 
Gwjar, head of global HR at Infosys. "When demand picks up, we'll be hiring skill 
pools at a higher cost; there will also be the cost of extra training. Weed out non­
performers, but retain talent even if they are not being utilized currently." 

While Infosys has said that 50 employees, at any given point of time, can take a year 
off and work for an NGO at half thei! salaries, its peer Wipro has introduced project 
rejuvenate where employees, across all levels, can take a year-long sabbatical and 
pursue their hobbies. 

This is not restricted to those on the bench, but also for those working on projects. 
Even though these people are asked to take a pay cut, it does not matter. 

"~ long as you get to keep yow job and do fun things to de-suess, a pay cut doesn't 
matter," said a Wipro employee. 

Planning is considered as the first step for task performance. Whenever there is some 
work that needs to be done, at home or at work, the first thing you do is to plan 
out. For example if you want to build a custom-fit cupboard for a available space in 
yow bedroom you would seek rccommendaµons from yow friends for good carpen­
ters in the neighborhood, evaluate them per yow requirements, agree on time and 
cost and assign the task to them. Similar is the role of the Human Resowce Planning 
activity in the human resowces function. It is the first, most important and crucial 
step in building and growing an organization. 

Through human resowce planning, the management strives to have the right num­
ber and the right kinds of people at the right places, at the right time, to do things 
which result in both the organization and the individual receiving the maximum 
long-range benefit. Human resource Planning (HRP) constitutes the significant first 
step in planning for the human resowces requirements of the firm. It is an extremely 
important step and is closely linked to the business plan of the organizations. Or­
ganization in different stages of their life cycle will have a different HR Plan. 

Questions for case study: 

1) What techniques are applied by different major tech companies to retain their 
top workers? 

2) Write a brief summary aher reading this case study of retaining employees. 

SUMMARY 
• The traditional functions of HRM now need to be strategically directed 

towards developing and sustaining organi2.8tional capabilities, through activi­
ties that overlap with traditional business fimctions such as finance, market­
ing, and non-traditional activities, such as knowledge management 

c Hmnan Resource Information System has great significance in every sector. 
It can play a virtual role and help the communications process in the orga­
ni7.ation. Most importantly, organizatinm can hire and retain the top pe.tfonn­
ers, improve productivity and enhance job satisfaction of the employees. 



• HRM has the responsibility to maximize efficiency and profit, but in the 
emerging scenario, the role of HR manager is changing rapidly due to 
changes in government policies, unions, labour legislations and technology. 
The trends have taken place in the organization, human resource planning, 
job design, motivation, recruitment, and skill development and employee 
relations. The challenges can be faced by HRM effectively, if proper strat­
egies are implemented Hence, the role of HRM will be more significant in 
future due to the emerging .scenario. 

ANSWERS TO 'CHECK YOUR PROGRESS' 

I. Human Resource Management is a series of integrated decisions that fonn 
the employment relationships; their quality contributors to the ability of the 
organizations and the employees to achieve objectives. 

2. QWL is multidimensional concept. The principle of quality of work life is 
having work environment where an employee's activities become more 
important 

3. Objectives of HRM are:-

• To be ethically and socially responsible to the needs and challenges of 
society. 

• To maintain department's contribution at a level appropriate to organi­
zational needs. 

• To assist employees in achieving their personal as well as organiwional 
goals. 

4. Career planning involves identifying the right potential well in time, for de­
velopment to take over higher responsibilities . . 

5. Job analysis is the process of studying and collecting department information 
relating to operations and responsibilities of a specific job. 

TEST YOURSELF 

I. Discuss evolution of the Human Resource Management? 

2. Explain the concepts and perspectives ofHRM. 

3. What are the various approaches ofHRM? 

4. What are the objectives of Human Resource Management? 

5. Explain the importance of HRM. 

6. What are the areas of Human Resource? 

7. Explain the respo~ibilities of HRM department. 

8. What is the structure of HR Department? 

9. What is the role of Human Resource Management? 

10. Briefly describe the role ofHRM in India. 
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■ Meaning and Definition of Scrau:gy 
■ Human Raourcce Planning 
■ Objectives of Human Raourcc Planning 
■ Facton Affecting Human Raourcc Planning 
■ Steps in Human Resource Planning 
■ HR Planning Proc:as 

■ UsesofHRP 
■ Problems or Limitations in Human Raource Planning 
■ Guiddina for making Human Raourcc Planaiag nMft &tnc 
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After going through this chapter, you mould be able ta: 

■ Ddinc Strategy and Human Raoun:e Planning. 

■ C.Omp,ehmd Fcaaua. Objeaives, faaon, Signmc:ancc. 
Steps and Need of Human Raource Planning. 

■ Undcnand HR Planning Pnx:eu. 
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INTRODUCTION 

The penalties for not being correctly staffed are costly. Understaffing loses the business 
economies of scale and specialization, orders, customers and profits. Overstaffing is 
wasteful ancfl expensive, if sustained, and it is costly to eliminate because of modern 
legislation in respect of redundancy payments, consultation, minimum periods of 

notice, etc. Therefore human resource planning is very important for any organization. 

MEANING AND DEFINITION OF STRATEGY 

The terms 'strategy' is derived from the Greek word strategies, which means-generalship 
die actual direction of military force, as distinct from the policy governing its devel­
opment. Therefore the work strategy' literally means the an of the general. In 
-business parlance, there is no definite meaning assigned Jo strategy. It is often-used 
loosely to mean a number of things. 

The term "strategy" has been found to be equally useful in the business world. In 
the business sense strategy has been defined in many ways. There does not seem to 
be unanimity among the scholars regarding its scope and content. 

In a broader sense, strategy is defined as the determination of the basic long-term 
objectives and goals of an enterprise and the formulation of plans and the acquisi­
tions, a!{ocation and utilization of resources necessary to accomplish these goals. 

According to Alfred D. Chandler, "Strategy is the determination of the basic long­
term purpose and objectives of enterprises and the adoption of courses of action and 
allocation of resources necessary for carrying out these goal?."""1' o George A. Steiner, 
"Strategy means deciding the basic mission of a company, the objectives which it 
seeks to :ichieve and the policies governing the use of resources at the disposal of the 
firm to achieve its objectives."" 

According to Kenneth R. Andrews, "Corporate strategy is the pattern of major 
objectives, purposes or goals and essential policies and plans of or achieving those 
goals, stated in such a way as to define what business the company is in or is ,to be 
in and the kind of company it is or is to be". · 

According to R.N. Anthony, "Strategy results from the process of deciding on ob­
jectives of the organization, I on changes in these objectives, on the resources used 
to attain these objectives, and on the policies that are to I govern acquisition, use and 
disposition of these resources". 

Examples: The concept of strategy can be best explained with the hdp of examples 
as given below: 

( 1) Rollatainers, after divestiri.g a major stake in ITC, is contemplating an expan­
sion strategy. The combined turnover of Rollatainers and ITC's packaging 
division, which is Rs. 500 Crore at present, is likely to touch Rs. 1000 Crore 
in the next 5 years. 

(2) Singer India, which has been associated with, sewing machines; js entering the 
white goods and color television market as part of its diversification strategy. 

(3) Kotak Mahindra Finance Ltd. is a major non-banking finance company (NBFC) 
that has experienced low profitability owing to the various problems faced by 
the NBFCs in India. It is planning to adopt a divestment strategy in wholesale 
corporate lending and focusing on new growth areas, such as wealth manage­
ment, retail insurance, and information services. 



Flements of a Strategy 

Any coherent strategy should have four important clements : 

Goals: A strategy invariably indicates the long-term goals toward which all 
efforts arc directed. Such enduring goals help employees give their best in a 
unified manner and . enable the firm to specify its competitive position very 
clearly to its rivals. 

2. Scope: A strategy defines the scope of the firm that is, the kind of products 
the firm will offer, the markers (geographies, technologies, processes) it will 
pursue and the broad areas of activity it will undcnakc. It will, at the same 
time, throw light on the activities the firm will not undertake. 

3. Competitive Advantage: A strategy also contains a clear statement of what 
competitive advantages the firm will pursue and sustain. Competitive ?advan­
tage arises when a firm is able to perform an activity that is distinct or different 
from that of its rivals. . 

4. Logic: This is the most important element of strategy. For example, a firm's 
strategy is to dominate the market for inexpensive detergents by being the 
low-cost, mass-market producer. Here the goal is to dominate the detergent 
market. The scope is to produce low-cost detergent power for the Indian mass 
market. The competitive advantage is the firm's low cost. Yet this example does 
not explain why this" strategy will work. Why the firm will get ahea<l of ori-.crs 
by. limiting its scope and by being the low cost producer (competitive advan­
tage) in the detergent industry. The 'why' is the logic of the strategy. 

Corporate and Bwiness Strategy: 

Corporate strategy refers to decisions on what business to enter, what businesses to 
retain in the portfolio and those to exit from. It specifically directs attention at how 
the corporate office can add value to the diverse businesses in the portfolio so that 
their value as a part of the corporation exceeds the value they would have as free­
standing businesses. 

Business strategy focuses on achieving competitive advantage on a sustained basis. 
There are two generic routes to competitive advantage - through being the lowest 
cost producer, or through differentiation and a price premium. The four generic 
building blocks of building competitive advantage are superior efficiency, superior 
quality; superior customer responsiveness and superior innovation. Companies achieve 
these drivers of competitive advantage through the creation of distinctive competen­
cies. Distinctive competencies arc built through resources and capabilities. Most 
resources are created by deliberate actiom by the organization. This is true of tan­

gible resources like buildings, plant and machinery, as well as intangibles such as 
brands, patents and technological know-how. Capabilities are a company's skill at 
coordinating its resources and using them productively. These capabilities get em­
bedded in an organh:ation's routines and processes. By their very nature, capabilities 
are more difficult to copy or imitate as they are, often the; result of a compit'.1. 
interaction between the structure, systems and Values of an organization. Though it 
is sometimes difficult to explain post facto how c:xactly a capability was created, or 
for an organh:ation to re-trace the path traversed by another organization that en­
abled the latter to create certain capabilities, it is possible for an organization to take 
deliberate actions to create capabilities The deliberate actions taken to create re­
sources and capabilities spring from the functional strategies adopted by ar organi-
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HUMAN RESOURCE PLANNING 

Human Resource Planning has traditionally been used by organizations to ensure 
that the right person is in the right job at the right time. Under past conditions of 
relative environmental certainty & stability, Human Resource Planning focused on 
the short-term and was dictated largely by line management concerns. Increasing 
environmental instability, demographic shifts, changes i~ technology, and height­
ened international competition are changing the need for · and the nature of Human 
Resource Planning. In leading organizations, planning is increasingly the product of 
the interaction between line management and planners. 

In addition, organizations are realizing that in order to adequatdy ad~ human 
resource concerns, they must devdop long-term as well as short-term solutions. A3 
human resource planners involve themsdves in more programmes to serve the needs 
of the business and even influence the direction of the business, they &cc new and 
increased responsibilities and challenges. 

In an early treatment of the topic, Vetter (1967) defined Human Resource Planning 
as the process by which management determines how the organization should move 
from its current manpower position to its desired position through planning, man­
agement strives to have the right number and the right kind of people, at the right 
places, at the right time, doing things which result in both the organization and the 
individual receiving maximum long-run benefits. 

Contemporary human resource planning occurs within the broad context of organi­
zational and strategic business planning. It involves forecasting the organization's 
future human resource needs and planning for how these needs will be met. It 
includes establishing programmes (staffing, appraising, compensating, and training) 
to ensure that people are available with the appropriate characteristics and skills 
when and where the organization needs them. It may also involve devdoping and 
implementing program to improve employee satisfaction and involvement in order 
to boost organizational productivity, quality, or innovation (Mills, 1985 b). Finally, 
Human Resource Planning includes gathering data that can be used to evaluate the 
effectiveness of ongoing programmes and inform planners when revisions in their 
forecasts and programmes are needed. Because a major objective of planning is 
facilitating an organization's effectiveness, it inust be integrated with the organiu­
tions short-term and longer term business objectives and plans. Increasingly this is 
being done in leading organizations, although in the past, business needs usually 
defined personnel needs and Human Resource Planning, which meant that plan­
ning, became a reactive process. The reactive nature of the process went hand in hand 
with a short-term orientation. Now, major changes in business, economic, and social 
environments are creating uncertainties that are forcing organizations to integrate 
business planning with Human Resource Planning and to adopt a longer term 
perspective. 

Meaning of Human Resource Planning 

Planning is deciding in advance of the future course of action. It is the process of 
thinking before doing. It is a very important activity in today's scenario. Planning 
as a process involves the determination of future course of action. In terms of Human 
Resource, planning is a process of forecasting manpower needs, devdoping appropri­
ate policies and programmes for meeting those needs and controlling these 
programmes. HRP is, therefore, acquiring and allocating the desired human re-



sources in the organi7.ation. ~RP involves knowing in advance the staffing needs of 

the organi7.atlon, considering the supply of the relevant workers in the organi7.ation, 
and finding ways to fulfill the staffing .needs of the organi7.a.tion. · 

. The concept of human resources planning is of recent origin. Only after World War 
II, Human Resource Planning has been given a serious thought. The rapid devdop­

ment of the industrially advanced countries and the . rise in the standard of living in 
these countries have their root$ in the Human Resource Planning that considers its 
importance, many large and progressive companies have established special depart­
mmts to look after Human Resource Planning function in their respective organi7.a­
tions. 

In the industrially advanced countries, the devdopment of the training to human 
resource is given much more importance than the devdopment of material resources. 
The economical and efficient use of material resources depends upon the existing 
human resource. The systematic devdopment of skills and capabilities of the person­
nd available in an organization proves · to be much useful in devdoping the wur. 
Human Resource Planning is directly related to the quality of the product, the 
marlcet: demand fur the same and the type and levd of skill necessary to produce a 

product required by the general consumer in the area of operation of an enterprise. 
It · is also necessary for human resource planner to assess human resource requirements 
in the above conrar and also to' project the future ficed in relation to the devdop­
ment and expansion plan of a given enterprise. 

~ to (}Ju,ting Mondy-

•ttR Planning is a systematic analysis of HR needs in order to ensure that correct 
numbers of employees with the ncccssary skills are available when they are required". 

•Human resource planning includes the estimation of how many qualified people arc 
ttecasary to carry out the assigned activities, how many people will be available, and 
what if anything must be done to ensure that personnd supply equal personnel 
demands at the appropriate point in the future." 

•spec:ilically human resource planning is the . process by which an organization en­
sures 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 will hdp the or­
ganization achieve its overall objectives." 

•Human tcsource planning translates the organizations objectives and plan's into the 
number of worker's need to meet those objectives without a clear cur planning, 
estimation of an organization human resource need is replace to mere guess work." 

The actual human resource process begun with estimation of the number and the 
type of people needed during the period . .After this, only people can be hired to fill 
the jobs. This all called human RSOW'CC planning. This is the ~osr crucial step in 
the overall human resource management process. 

1) In simple word's human resource planning is the process of fu~g an 
organization's future demand of human resource. From it will be supplied. 
The right type of people in the right number. 

2) After this human resource management department can initiate the process 
of reauinnent and selection. Human resource planning is the sub-system in 
the total organi7.ation planning. 
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3) Organi7.arional planning includes managerial activities that sets the company 
objectives for the future and determine the appropriate mcan's for achieving 
those objectives. 

4) Human resource planning facilitates the realization of the ccimpany objec- . 
rives by providing the right type and the right number of personal. 

5) Human resource planning is al.so compared to material planning that esti­
mate the type and quality of materials and supplies need to facilitate the 
manufacc:uring activities of the organization. 

6) Human resource planning variously called manpower planning, personal 
planning and employment planning. 

Human Resource Planner has to consider the following factors while planning for 
the human resource requirements: · 

(a) Stage of economic devdopmcnt 

(b) Bends in expansion of demand for various commodities and services. 

(c) Capacity to generate additional resources. 

(d) Level of technological devdopmcnt and 

(c) Type of personnel available in a given region. 
) 

Human Resource Planning flows from the setting up of organizational goals, arc 
again dependent on technology, quality of raw material, quality of manpower avail­
able, market demand for the goods and services produced and the availability of 
infrastructure of these variables, except the manpower, all others arc given for every 
region which can be developed over a period of time. These areas can be devdopcd 
by the government as well as other institutions. But the development of human 
resource can be done by the concerned organization itself only.. The concerned 
organization can recruit suitable persons from the open market, send them for train-. 
ing to any suitable training institution in the country. 
Human Resource Planning process is not a simple process but a very complex process 
at the un'it levd also. The human resource planner has to consider several questions, 
e.g., number of employees required, the different categories for which they arc required 
with number for each category, the rates of wages for various categories, skills and 
capabilities required for different jobs, availability of human resource from various 
sources, estimated demand of human resource which may arise due to death, retire­

ment, promotions, resignations, keeping the human resources from various sources, 
estimated of human resource which may arise due to death, rcticemcnt, promotions, 
resignations for personal reasons dismissals, etc., training to the personnel in the 
organaation, keeping the human resource inventory etc. It is obvious that a business 
could not prosper, if the right number of employees, having required skills and capa­
bilities, arc not available to it. In absence of proper Human Resource Planning, the 
organaation may have insufficient number of people with it or excess human resources 
than necessary. In the first case, the output will be affected and in the second case the 
expenditure of the finn will increase without any increase in production. 

Human Resource Planning is done with the two main objectives in mind-firstly to 
utilize the present employees fully and secondly to meet successfully the future 
manpower needs, in terms of skills, number, age etc. The fulfillment of the two 
objectives is highly necessary for the success of any business so there would not be 
any exaggeration, if we say that Human Resource Planning is an inevitable require­
ment for every business unit. 



FFATURES OF HUMAN RESOURCE PLANNING 

Based on the above d.isc~ion of HRP, following features of HRP may be identified: 

1 . HRP is a process . 
HRP u,ndergoes various aspects like forecasting, inventorying, anticipating 
and planning. Hence, it is a series of steps to be followed under a process. ' 

2. Determination of future needs 

HRP involves determination of future needs of manpower from the view 
point. of organizational structure. It means that an organizatio~ has to look 
over the anticipated requirements of manpower at various levels. 

3. Arrange manpower availability 

It also takes into account the manpower availability at future period in the 
organization. It indicates that what actions cap: be taken to make existing 
manpower suitable for managerial positions or what can be done to acquire 
new persons to fill this gap. 

OBJECTIVES OF HUMAN RESOURCE PLANNING 
1) To ensure optimum use of existing human resource. 

2) To forecast future requirements for human resource. 

3) To link human resource planning with organizational planning 

4) To assess the surplus and shortage of human roource. 

5) To determine the levd of requirement of training. 

6) To estimate the cost of human resource and housing needs of employee. 

7) To provide a basis for management devdopment programme. 

8) To facilitate productivity bargaining. 

9) To provide control measures to ensure that necessary human resource avail­
able as and when required. 

10) To anticipate the impact of technology on jobs and human resources. 

FACTORS AFFECTING HUMAN RESOURCE PLANNING 
• Type and . strategy of · organization. 

• Organizational growth cycle and planning. 

• Environmental uncertainties. 

• lime horizons. 

• Type and quality of forecasting information. 

• Nature of job being filled. 

• Off-loading the work. 

Type and Strategy of Organization 

This factor effects the organization. Human resource planning will be influenced 
with the type of organization either it is manufacturing or rendering services. Manu­
facturing concern will require more workers to complete the manufacturing activities. 
The strategy of organization will also affect acquisition, merger etc. will affect the 
human resource either need or termination of human resource. Human resource 
planning also effect by organization decisions like either they are proactive and 
reactive. 

HUMAN RESOURCE 
PLANNING AND 

CORPORATE STRATEGY 

NOTES 

SdfllllllnU:tioul Allllffllll 

35 



Human Resource 
Management 

NOTES 

&df-/1l8lnlt:liolUII M.-.1 

36 

OrganiT.arional Gro~ Cycle and Planning 

The stage of an organization growth can have considerable influen~~ on human 
resource planning. Small organization may not have personnel plariri!rtg• Planning 
will be need when the organization enters the growth stage. A mature organization 
experiences less flexibility and variable, they need Human resource planning as the 
work force will become old so new young people be hir()ci. At the decline stage 
Human resource planning takes will different focus . like layoffs, retrenchment and 
retirement. 

Environmental Uncertainties 

Human resource manager rarely have the privilege to operate in certain environment. 
All the external forces and the internal forces of the organization affect the human 
resouccc planning. Human resource manger has to deal with environmental uncer­
tainties carefully and formulate their policy efficiently regarding recruionent, selec­
tion, training, retrenchment etc. 

T1me Horizons 

It also affect the personnel planning on one hand there are shon term's plane time 
spanning 6 months to 1 year and on other hand long term plan's whose time span 
is 3 to 20 years. The companies which are depending on short term plans- more 
uncertainty. The companies depend on long term plans - certainty is there. 

Type and Quality of Information 

· The human resource planning will be effected by type of information. It means that 
' planning about human resource. It is necessary for human resource manager to know 

about information which effect the planning like organization structure, product 
mix, budget, marketing etc. with these information human resource planning will be 
effected in these areas like job analysis, retrenchment plan's, turnover data, retrench­
ment sources, training and development programme etc. 

Nature of jobs being filled 

Personnel planners must consider the nature of jobs being filled in the organization. 
Job vacancies arise because of separation, promotion and the expansion strategies. It 
is easy to employee shop-floor worker but managers require lot of sourcing for the 
requirement of managerial personnel. 

Off-Loading the Work 

Several organizations off-load part of their work to outside parties either in the firm 
of sub-contracting. Off-loading is a regular feature both in public as well as private 
sector. Most organizations have surplus labor and they do not want to the problem 
by hiring more people. Hence, the need of off-loading will be arises. 

SIGNIFICANCE OF HUMAN RESOURCE PI.ANN 

Human Raowce 



1) Defining future personnel needs : HR planning is · most important because 
it hdk; in defining the future manpower needs of the organization. It hdps 
in getting a match between personnd actually needed and personnd avail­
able tp ' the organization. If there is Jack of systematic HRP, then this might 
result into either overstaffing or understaffing of employees. 

2) Coping-up with change : In current scenario, sudden and fust changes are 
occwring in Indian and international business scenes. Su~h changes are 
taking place due to liberalization or increased global competition. Hence, all 
organizations are trying to compete through technology and managerial tal~ 
ents available with them. HRP hdps in attaining such worthy and valuable 
employees to the organization in order to resist such competition. 

3) Providing base for developing talents : HRP helps in providing base for 
devdoping the talents of the employees of an organization. Th.is is done by 
emphasizing focus on the knowledge of employees and making them capable 
to work in any kind of siruation. 

4) Perusing top management to involve in HRM : An organized HRP system 
attracts management's attention over all of the HRM functions. Th.is enables 
the development of human resowce in the most effective way and hence 
leads the organization to achieve its objectives most efficiently. 

STEPS IN HUMAN RESOURCE PLANNING: 

The Human Resource Planning process consists of a set of activities, viz. 

a) Forecasting manpower requirements, either by using mathematical tools to 
project trends in the economic environment and development in ind~, or 
in by using simple judgmental estimates based on the specific future busi­
ness plans of the company; 

b) Creating an inventory of present manpower resources and assessing the ex­
tent to which these resources are employed/ optimally; 

c) Identifying manpower problems by projecting present resources into the future 
to determine their adequacy, both ~uantitativdy and qualitatively; and 

d) Planning the necessary programmes of requirement selection, training, devel­
opment, utilization, transfer, promotion, motivation and compensation to 
ensure that future manpower requirements are properly met. 

Thus, it will be noted that 'manpower planning consists in projecting future man­
power requirements and developing manpower plans for the implementation of the 
projections'. 

NEED FOR HUMAN RESOURCE PLANNING 

Human Resource Planning is a mandatory part of every organization's annual plan­
ning process. Every organization that plans for its business goals for the year also 
plans for how it will go about achieving them, and therein the planning for the 
human resource: 

1. To carry on its work, each organization needs competent staff with the 
necessary qualifications, skills, knowledge, work experience and aptitude for 
work. 

2. Since employees exit and organization both natwally (as a result of super­
annuation) and unnatwally (as a rC:SWt of resignation), there is an on-going 
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need for hiring replacement staff to augment employee exit. Otherwise, work 
would be impacted. 

3. In order to meet the need for more employees due to organizational growth 
and expansion, this in turn calls for larger quantities of the same goods and 
services as well as new goods. This growth could be rapid or gradual depend­
ing on the nature of the business, its competitors, its position in the market 
and the general economy. 

4. Often organizations might need to replace the nature of the present workforce 
as a result of its changing needs, therefore the need to hire new set of 
employees. To meet the challenge of the changed needs of technology / 
product/service innovation the existing employees need to be trained or new 
skill sets induced into the organization. 

5. Manpower planning is also needed in order to identify an organizations need 
to reduce its workforce. In situations where the organization is faced with 
severe revenue and growth limitations it might need to plan well to manage 
how it will reduce its workforce. Options such as redeployment and 
outplacement can be planned for and executed properly. 

HR PLANNING PROCESS: 

HR Needs 
Forecast 

Surplus 

Environment 

Organizational objectives and 
policies 

HR Programming 

t 
HRP Implementation 

Control and Evaluation 

HR Supply 
Forecast 

Shortage 

Let us discuss the steps of HR planning process in detail: 

1) Environment : 

An organization operates within its rdevant environment. Environment comprises 
of all the conditions, circumstances, and influences surrounding and affecting an 
organization. Environmental factors can be classified as Economic environment, 
Legal environment, Technological environment, Socio-cultural environment. 



2) Organizational objectives and policies : 

HR plans shouJd be based on organi7.ational objectives. Specific requirements in 
terms of numbers and characteristics of employees must be derived from orga­
nizational objectives. 

3) HR need or demand forecast : 

Third step is the process of estimating the future quantity and quality of people 
required. The basis of forecast will be annual budget and long term corporate 
plans. Demand forecasting must consider several factors like Internal (Budget 
consuaints, employee separations, production level etc.) & External (Competi­
tion, laws, change in technology etc). 

4) HR Supply forecasting : 

It determines whether the HR dcpamncnt will be able to acquire the required 
number of workers. Specifically supply forecasting measures the number of people 
likely to b~ available from within or outside an organi7.ation. 

5) HRP~: 

On~ the Organization's HR need and supply are forecast, then vacancies can be 
filled by acquiring the right employee at the right time. 

6) HR Plan Implementation : 

Implementation requires convening an HR plan into action. (Example: Recruit­
ment, Training, etc.) 

7) Control and evaluation : 

Controlling is the process of checking the errors and taking the most appropriate 
corrective action. It helps in managing the surplus or shonage of manpower in 
an organization. In case of surplus staffing controlling can be done through 
restricting hiring, reducing working hours (YRS, lay off etc) and if it is a case 
of shortage of manpower then controlling can be done through recruitme~t and 
selection. 

USFS OF HRP: 

1. Match Human resources related activities and future organization objectives 
efficiently. 

2. Achieve economic in hiring new workers. 

3. Expand the human resource management information base to assist other 
human resources activities and other organizational units. 

4. Make major demands on local labor markets successfully. 

5. Co-ordination different human resources management programs such as 
employment equity plans and hiring needs. 

BARRIERS TO HRP: 

Planners face significant barriers while formulating an HRP. The major ones arc the 
following: 

a) People question the importance of making HR practices future oriented and 
the role assigned to HR practitioners in formu1ation of organizational strat-
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egies. Their argument is simple there are people when, needed. Offer attrac­
tive package of benefits to them to quit when you find them in surplus. 

b) HR practitioners arc perceived as experts in handling personnd matter, but 
arc not experts in managing business. The pcrsonnd plan conceived and. 
formulated by the HR practitioners when _enmeshed with organizational 
plan, might make the overall strategic plan itself defective. 

c) HR information often is incompatible with the information used in strategy 
formulation. Strategic planning efforts have long been oriented towards fi­
nancial forecasting often to the exclusion of other types of information. 

d) Conflicting may exist between short-term and long-term HR 'needs. For 
example, there arises a conflict between the pressure to get work done on 
time and long-term needs, such as preparing people for assuming greater 
responsibilities. Many managers arc of the belief that HR needs can be met 
immediately because skills arc available on the market as long as· wages and 
salaries arc competitive. These managers fail to recognize that by resorting to 
hiring or promoting depending on short-term needs alone, Jong-term issues 

· arc neglected. 

e) There is conflict between quantitative and qualitative approach to HRP. 
Some people view HRP as a number game designed to track the Bow of 
people across the departments. These people a strictly quantitative . approach 
to planning. Others take a qualitative approach and focus on individual · 
employee concerns such as promotable and career development. 

f) Non-involvement of operating managers renders HRP ineffective. HRP is not 
strictly and HR department function. Successful planning needs a coordi­
nated effort on the part of operating managers and HR pcrsonnd. 



PROBL ENTS OF HUMAN RESOURCE PLANNING 

( 1) Estimating Manpower Requirement 

Methods of ~roaring Manpower. Needs 

There are two important methods for estimating manpower needs. They are: 

(A) · Workload analysis 

(B) Workforce analysis 

(a) Workload Analysia 

Woddoad analysis is important to estimate how much manpower would be 
required to manu&cture one unit. To determine the quantity of production, 
sale is estimated first, estimate would also be made as to how much each 
department will have to work to achieve the decided level of production. The 
work of each department is transformed to manpower. Skills required by each 
department wou1d also be decided. The number of personnel of different type 
required in various departments wou1d also be estimated from the man hours 
necessary for the production. 

Similarly, estimates are put for all the departments such as production, mar-
k.eting,. finance, etc. suppose there is a depanment in which 18000 units are 

1, 

to be produced in a month. Production of each unit requires 0.10 man hours. 
So, 1800 man-hours would be required for the month. Suppose an employee 
works for 180 hours· in a month. It means that the manpower requirement of 
the department for a month would be 10 persons. But in practice, lot of 
factors is required to be considered. This method may work for long term ' 
manpower planning. Here workforce analysis becomes useful. 

(b) Workforce AnaJys.is 

In the workload analysis we have considered 10 employees adequate, but the 
factors such as labor turnover, absenteeism etc. have been ignored by us in the 
analysis. If we consider these factors, we would find that 10 workers are not 
adequate to achieve the production target. Work force analysis takes care of the 
two factors. 

(i) .Absenteeism: When an employee does not come on work, even if he is 

expected to come, he is said to be absent. According to encyclopedia of 
social sciences absenteeism is the time lost in industrial establishments by 
the avoidable an unavoidable absence of employees. 

For calculating the rate of absenteeism, therefore, two facts are required: 
the number of persons scheduled to work and the number actually present. 
Thus, the rate is index of absen'teeism may be expressed in the followed 
formula: 

Man shifts lost in hours 

:: --------------- X 100 

Total Man shift scheduled to work in hrs 

Ordinarily, it is the 'severity rate' of absenteeism, as calculated above, that 
is taken into consideration in practice. Besides, we may look at absentee­
ism in terms of its 'frequency rate' according to which any absence of a 
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workman over a continuous period of day is taken as one absence. A 
worker who is absent for a number of succeuive days in a given period 
will be taken as absent once as against another worker who reniiins absent 
for the same number of days in total but throughout the period rather 

. in succession. The problem of absenteeism is more serious in the second 
case than in the first one and, therefore, frequency rate is regarded as the 
better yardstick than the severity rate. 

The manpower planner should mind the rate of absenteeism and then 
only precede to forecasting manpower needs of a company. If the rate rises 
above certain proportion, it damages the company even if wages are not 
paid for the absences. The high rate of absenteeism would restrict the 
working schedule prepared by the management. In such a situation 
management should inquire into the causes of absence and accordingly 
take necessary steps to reduce the rate of absenteeism. 

(ii) Labour turnover: The replacement of new recruits in place of old employ­
ees is labour turnover. It signifies .the stability or otherwise of the workforce. 
This stability and instability should be taken in to account by the .man­
power planner before forecasting manpower needs of a company. 

There are different formulas for imputing labour turnover; labour turn­
over may be computed in various ways. 

(a) According to total replacement expressed by ~e formula 

T 

R 

---x 100 

w 
where R is total replacements and W is average working force. 

(b) According to total avoidable separations like quits, discharges, etc. 
expressed or 

T= 

s - u 
--- :x 100 

w 
where S stands for separations, U stands for unavoidable separations 

(Retirements 
deaths, etc.) and W is average working force. 

(2) Recruitment and Selection 

Recruionent is essentially a process to discover sources to obtain manpower 
and to employ effective measures for contacting these employees, which will 
be forming an efficient workforce. The recruionent process involves five differ­
em elements, which include; 

(a) a recruitment policy 

(b) a recruiting organization 

(c) a forecast of manpower requirements 

(d) the development of manpower sources, and 



(@/· techniques for utilizing these sources. . 
~~- process of selection involves placement in effective positions. The selection 
pr,o~ depends upon effective job analysis and differential recruitment and 
pl~cement. The selection process involves usually seven steps. 

(a) Preliminary screening of applications. 

(b) Review of application forms 

(c) Physical examination 

( d) Checking references 

(e) Psychological testing 

(f) Interview and 

(g) Internal p~omotion programmes 

• (3) Induction and Development 

The term "Induction" means installation or initiation. The new recruit is 
installed into a position or job, and initiated into the team that makes up the 
workforce of the organization. Induction is the process of introducing new 
recruits to an organization and explaining their role within it. It usually begins 
with a guided tour of the building etc. Induction is important because impres­
sion gained by new employees during this period can influence their percep­
tion of the organization for many years to come. 

Once the employee gets his orientation to the organization, posting the person 
to the right place whe~ein he/she would be most suitable is referred to as 

deployment. The skills, responsibility, ability to work in a team and such 
other qualities of individuals are important considerations in the deployment 
of staff. If deployment of personnel were not done carefully, serious problems 
of conflicts would arise in the organizations. 

(4) Personnel Development 

In India, libraries and information centers are operating as constituent parts 

of various institutional complexes like R & D establishment, universities, 
government departments and others, and therefore are largely conditional and 
controlled by personnel policies and plans of the parent organizations. To 
achieve the organizational objectives, targets of growth and development, the 
human resource development of an organization has to make a plan to get the 
best out of its carefully selected employee's. 

The various personnel development programmes are: 

(a) Performance appraisal of staff; 

(b) Training and development; 

(c) Changing perspectives and attitudes; .,. 
(d) Communication. 

(5) Ensuring quality to products and services 

Quality circles are small groups of employees who normally work together, 
meeting regularly to agree upon ways of improving quality, productivity, etc. 1 
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(6) 

·., 
I, , 

There arc international standards available to maintain quality in library and 
information centers. In India, for ex.ample using CCF format for creation of 
database will ensure a standard for data exchange. This in tum hdps us in 
providing quality service in networking environment. 

Oftnll assessment d- performance & fine tuning 

Planning · is not just a one-time exercise. It is a continuing cffon to judge its 
effectiveness in the actual implementation process. While executing a plan, in 
course of time, it may undergo changes, due to various problems that had not 
been anticipated while preparing a plan. In · practical implementation of the 
plan, the plan may require modification. Therefore, plan efficacy in terms of 
result achieved should be assessed at peri~cal intervals. This type of evalu­
ation would identify the strength and weakness of the plan. The weak portion 
of the plan has to be revised. The type of assessment would permit returning 
of the plan to ensure success. 

CASE STUDY - How HRP helped turn round a disaster for Heathrow . 
&press 

On Friday, 21 October 1994, three paralld tunnels being construacd as pan of the 
Heathrow Express link collapsed. This led to a huge increase in the cost of the 
project, a Health and Safety Inspectorate successful prosecution and a long delay in 
the project. Rather than blame each other for this disaster, British Airports Authority 
(the developer) and Balfow Beatty (the contractor) set up a 'solutions team'. Initially 
this was to examine technical problems but it led quickly to a £1 million staff 
development programme being set up. The emphasis at the earliest stage was to 
encourage all the staff to forget their differences and difficulties, and work together 
as one team rather than two suspicious warring · factions. The plan was put into place 
not just as a routine training exercise but to help change the culture and way of 
working in the light of the severe difficulties. 

This programme included a series of strategy .workshops . involving managers of both 
companies, extensive training in managing people skills for supervisors and a monthly 
information exchange meeting with groups involving suppliers. The latter meetings 
fostered an atmosphere of opcnncu and supponed the way the two main 
companies worked together. The front line training sessions took place as dose as 
possible to the tunnding sites. A number of 'champions' were identified - people 
who volunteered to take an active role in influencing the single-team culture and in 

I leading discussion groups. They benefited from a personal development programme 
and were instrumental in deepening the culture change. Despite initial 
cynicism, most of the staff came to approve of and suppon the culture change. In 
tum the two companies made every dfon to meet the immediate needs and 
requests of the staff if they co-operated with the ·programme. 

BAA estimated that the single-team approach made a saving of ~t least £1.5 
million, chiefly from non-duplication of roles between the two organi:zations but also 
from the way staff approached the management of people and the problem-solving 
techniques learnt on the development courses. The programme won the 1997 People 
Management · Award. 



QUESTIONS: 
•'•' 

1. Di~ the case in detail with SWOT analysis? 

2. What is your opinion reading the subject of the case? 

SUMMARY 

• Human Resource Planning as the process by which management determines 
how the organi2'8t:ion should move from its current manpower position to its 
desired positi~ through planning, management strives to have the right 
number and the right kind of people, at the right places, at the right time, 
doing~ wbicll result in both the organmdion and the individual receiving · 
maximum long-nm benefits. · 

• Human Resource Planning is directly related to the quality of the product, 
the market demand for the same and the type and level of skill necessmy 
to produce a product required by the general consumer in the area of 
operation of an enterprise. It is also necessary for human resource plannC! 
to assess human resource requirements in the above context and also to 
project the future need in relation to the development and expansion plan 
of-a given enterprise. 

• Human Resource Planning is directly related to the quality of the product, 
the market demand for the same and the type and level of skill neces.wy 
to· produce a product required by the general consumer in the area of 
operation of an enterprise. 

• When an employee does not come on work, even if he is expected to 
come, he is said to be absent. 

ANSWERS TO 'CHECK YOUR PROGRESS.' 

1. Corporate Strategy determines the basic long-term goals of an enterprise, I 

and the adoption of courses of action and the allocation of resources nee- , 
essary for carrying out these goals. 

2. Human Resource Planning includes the estimation of how many qualified 
people are necessary to carry out the assigned activities, how many people 
will be available, and w~ if anything must be done to ensure that person- . 
nel supply equals personnel demand at the appropriate point in the future. 

TEST YOURSELF 

1) What is human resource planning? Identify its ~bjcctives and role in Human i 

Resource Management. 

2) What are the fu:tors affecting human resource planning? 

3) Why human resource planning is needed in the organization? 

4) What are the effective barriers of human resource planning? 

5) Explain the process of human resource planning. 
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JOB ANALYSIS 

Job Analysis 
NOTES 

The Chapter Covers : 

■ SCOPE OF JOB ANALYSIS 

■ METHODS OF COLLECTING JOB ANALYSIS DATA 

■ PROCESS OF JOB ANALYSIS 

■ IMPORTANCE OF JOB ANALYSIS 

■ JOB DESCRIPTION 

■ JOB SPECIFICATION 

Learning Objectives: 

After going through this chapter, you should be able to: 

■ Define Job Analysis. 

■ Understand Scope, Uses, Process, Components and Importance of Job Analysis 

■ Define Job Description 

■ Explain Job specification 
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INTRODUCTION 
A defined data collection and analysis procedure through which information about . 
job tasks and job requirements are obtained. Job analysis is the procedure for deter­
mining the duties and skill requirements of a job and the kind of person whti should 
be hired for it. 

Organizations Cdnsist of positions that have to be staffed. Job analysis is the proc.o­
dure through which you determine the duties of these positions and the character­
istics of the people who should be hired for them. The analysis produces information 
on job requirements, which is then used for dcvdoping job dC$C11ptions {what the 
job entails) and job specifications (what kind of people to hire for the job). 

A job is a collection or aggregation of tasks, duties and responsibilities which as a 
whole · is regarded as a regular assignment to individual employees. 

Meaning of Job Analysis 

Job Analysis is basically the process of identifying the nature of jobs. Job analysis 
refers to various methodologies for analyzing the requirements of a job. The main 
purpose of conducting job analysis is to prepare job description and job specification 
which in turn helps to hire the right quality of workforce into the organmtion. It 
helps to understand the qualities required by employees. It is a process used to 
collect information about the duties, responsibilities, necessary skills, outcomes, and 
work environment of a particular job . 

To analyze any job there arc 6 steps: 

1 . Identify how information will be used 
2. Review background information 

3. Select representative positions to analyze 

4. Collect data to analyze job 

5. Review information with incumbents 

6. Develop Job Description / Job Specification 

Step 1 : Identify the use to which the information will be put, since this will 
determine the types of data you collect and how you collect them. Some 
data collection techniques like interviewing the employ~ and . asking what 
the job entails and what his responsibilities are good for writing job de­
scriptions and selecting employees for the job. 
Performance standards 
• Quantity, quality, speed 

• Used to evaluate employee performance 

Step 2 : Review relevant background information such as organmtion charts. pro­
cess charts, and job descriptions. Organization charts show how the job in 
question relates to other jobs and where it fits in the overall organization. 
The . chart should identify the title of each positio.n and, by means of its 
interconnecting lines, show who reports to whom and with whom the job 
incumbent is expected to communicate. 

Step 3 : Select representative positions to be analyzed . . This is done when many 
similar jobs are to be analyzed and it is too time-consuming to analp.e, say. 
the jobs of all assembly workers. 

Step 4 : Next actually analyze the job by collecting data on job activities; require 
employee behaviors, working conditions, and human traits and abilities 
needed to perform the job. 

Step 5 : Review the information with job incumbents. The job analysis information 
should be verified with the worker performing the job ~d with his or her 
immediate supervisor. This will help to confirm that the information is 
factually correct and complete. This "revicwn step can ·also hdp gain the 



employee's acceptance of the job analysis data and conclusions by giving 
that person a chance to review and modify your description of his or her 
job activities. 

Stear '6 · : Develop a job description and job specification. A job description and a job 
specification are usually two concrete products of the job analysis. The job 
description is i written statement that describes the activities and respon­
sibilities of the job, as well as important features of the job such as working 
conditions and safety hazards. The job specification summarizes the per­
sonal qualities, skills, and background required fur getting the job done; it 
may be either a separate document or on the same document as the job 
description. · 

SCOPE OF JOB ANALYSIS 
Recruitmcllt and Selection: Job analysis provides information about what the job 
entails and what human characteristics arc required to carry out these activities. Such 
job description and job specification information is used to decide what sort of 
people to recruit and hire. 

Compensation: Job analysis information is also essential fur estimating the value of 
and appropriate compensation fur each job. This is so because compensation, (such 
as salary and bonus) usually depends .on the job's required skill and education level, 
safety hazards, degree of responsibility and so on-all factors that arc assessed through 
job analysis. Job analysis provides the infunnation determining the relative worth of 
eadi job sotbat each job can be classified. 

Training: Job analysis information is also used fur designing training and develop­
ment programs betausc the analysd and resulting job description show the skills-and 
thcrcfurc training-that arc required. 

Performance Appraiaa1: A performance appraisal compares each employee's actual 
pcrfotmance witli his or her performance standards. It is often through job analysis 
that eiq;ett:s determine the standards to be achieved and the spcclfic activities to be 
performed. 

JOB ANALYSIS = Process of defining jobs in terms of wks, behaviors and personal 
requirements. 

METHODS OF COILECTING JOB ANALYSIS DATA 
A varitty of methods are used to collect informatiort about jobs. None of them, 
however; is pem:ct. In acroal practice, therefore a combination of several methods is 
used fur obtaining job analysis data. These arc discussed below: 

Job perfunnance: 
In this method the job analysts actually performs the job in question. The analysts 
thus rca:ive firsthand experience of contextual factors on the job including physical 
hmrds, secial, demands, emotional-pressures and mental requirements. This. method 
is useful for jobs that can be easily learned. It is rtot suitable for jobs that are 
hat.aidous (e.g. fite fighters) or for jobs that require c:xtcnSivc training (e.g. doctors, 
phatlbacists). 
Penonal obaenation: 
The adafysts observes the worker (s) doing the job. The tasks performed, the pace 
at wh1th activities are done, the working conditions, etc arc observed during a 
complete work cycle. During observations certain precautions should be taken: 

1) The analysts must observe average worker during average conditions. 

2) The analysts should observe without getting directly involved in the job. 

3) The analysts must make note of other specific job needs and not the behav­
iors specific to particular workas. 

4) The analysts must make sure that they obtain a proper sample for generali­
zation. 

JOB ANALYSIS 

NOTES 



lllMIHMJ JlWVIM "" 

Management 

NOTES 

SdflllllnU:lloul Mlllmtll 

51 

~ . , 

manual, short period job activities. On the negative side the method fails to take 
note of the mental aspects of jobs. . . , · 

Critical incidents: -:..' · 

The critical incident technique (Cm is a qualitative approach to job analysis ~ 
to obtain specific behaviorally focused descriptions of work . or other activities. Here 
the job holders are asked to describe several incidents based on their past experience. 
The incidents so collected are analp.ed and classified according to the job areas· they 
describe. The job requirements will become clear once the analysts draw the line 
between effective and ineffective behaviors of workers on the job. For example if a 
shoe salesman com.t:nents on the size of a customer's feet and the customer leaves the 
store in a huff , the behavior of the salesman may be judged as ineffective in terms 
of the result it produced. The critical incidents are recorded aher the events have 
already taken place - both routine and non-routine. The process of collecting a &irly 
good number of incidents is a lengthy one. Since incidents or behaviors can be quite 
dissimilar the process of classifying data into usable job description can be difficult. 
The analysts ovecseeing the work must have analytical skills and ability to crans1ate 
the content of descriptions not meaningful statements. 

Interview: 
The interview method consists of asking questions to both incumbents and super- · 
visors in either an individual or a group setting. The reason behind the use of this 
method is that job ho'lders are most familiar with the job and can supplement the 
information obtained through observation. Workers know the specific duties of the 
job and supervisors are aware of the job's relationship to the rest of the organizations. 

Due diligence must be exercised while using the interview method. The interviewer 
must be ttained in proper interviewing techniques. It is advisable to use a standard 
format so as to focus the interview to the purpose of the analyst. 

Although the interview method provides opponunities to elicit information some­
times not available through other methods, it has its limitations. First, it is time 
consuming and hence costly. Second, the value of data is primarily dependent on the 
interviewer's skills and may be faulty if they put ambiguous questions to workers. 
Last, interviewers may be suspicious about the motives and may distort the informa­
tion they provide. If seen as an opportunity to improve their positions such as to 
increase their wages, workers may exaggerate their job duties to add greater weightage 
to their positions 

USES OF JOB ANALYSIS 
1. Acquisition of personnel : Job Analysis helps in acquisition of personnel as 

it involves human resource planning, recruitment and selection. 

2. Human Resource Development : HRD is undertaken as a continuous pro­
cess to match individuals and job requirements. Such matching is indicated 
by the information provided by job analysis. 

3. Job Ewluation and Compen_sation : The process of determining the worth 
of different jobs relative to compensation and benefits is known as Job evalu­
ation. This is done through job analysis on the basis of job profile and 
individual characteristics. 

4. Employee counseling : Job analysis helps those employees who are unable to 
bear the stress of a particular job. It helps in employees counseling which. 
helps in removing the stress of the employees. 

Compensation: Compensation is what employees receive in exchange for their con­
tribution to the organization. Compensation management helps the organization 
obtain, maintain and retain a productive workforce. 



Compensation is referred to the sum total of monetary and non monetary value 
provided to the employees in exchange for work performed. It is the money and 
other benefits received by an employee for rendering services to his employer. These 
benefits are either direa or indirea rewards given to employees <;m the basis of the 
\talue of the job, their personal contributions, and their performance. Compensation 
is an integral part of human resource management which hdps in motivating the 
employees and improving organizational effeaiveness. 

Induction: Orientation or Induction is the . first important step in the process of 
human resource management. It involves familiarization of the newly appointed 
employees to the work environment of the organization as well as to the fellow 
employees. Induction is a socializing process by which the organization seeks to make 
an individual its agent for the achievement of its objectives. The new employees 
should be oriented to the organization and to its policies, rules and regulations. 

PROCESS OF JOB ANALYSIS: 
The process of Job analysis is shown below: 

Job 
Description 

Determination of uses of 
Job analysis 

Strategic choices in job 
analysis 

Information collection 

Job 
specification 

1) Determination of uses of Job analysis : Job analysis has variety of uses. Its 
uses are not confined to recruitment and selection. In large organizations, 
Job analysis is used for different purposes. This information is collected from 
various sources and in various forms. Therefore, it is the first step is to 
determine the use of job analysis. 

2) Strategic choices in Job analysis : Certain strategic choices are available before 
all organization which have to be determined systematically: 

• The extent of employee involvement in job analysis. 

• The level of details of the analysis. 

• Timing and frequency of the analysis. 

• Past- oriented versus future-oriented job analysis. 

3) Information Collection : The next step after analyzing strategic choices is the 
information collection for job analysis. While collecting information, major 
decisions that are involved are: 

• The type of information to be collected. 

• Methods to be employed for information collection, and 

• · Persons involved in information collection. 

4) Information pmoeuing : This step involves editing and classifying informa­
tion into relevant categories and preparing job description and job specifi-
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cation. Job description is a written record of a job describing its nature, 
duties and responsibilities. Job specification refers to the summary of mini­
mum and/or desirable qualities that the employee must possess in order to 
perform the job effectively. · 

COMPONENTS OF JOB ANALYSIS 
Job analysis is a systematic procedure to analyze the requirements for the job role and 
job profile. The components of Job analysis arc: 

Job Analysis 
♦ 

► 
Job Position Job Description Job Worth 

Job· Position 
Job position refers to the designation of the job and employee in the organization. 
Job position is important in the compensation strategy as it determines the levd of 
the job in the organization. For example, management levd employees receive greater 
pay than non-managerial employees. The non-monetary benefits offered to two dif­
ferent levels in the organization also vary. 

Job Desaiption , 

Job description refers to the requirements an organization looks from a particular job 
position. It states the key skill requirements, the levd of experience needed, levd of 
education required, etc. It also describes the roles and responsibilities attached with 
the job position. The roles and responsibilities are key determinant factor in estimat­
ing the fevd of experience, education, skill, etc required for the job. It also helps in 
benchmarking the performance standards. 

Job Worth 
Job Worth refers to estimating the job worthiness i.e. how much the job contributes 
to the organization. It is also known as job evaluation. Job description is used to 
analyze the job worthiness. It is also known as job evaluation. Roles and responsi­
bilities hdp in determining the outcome from the job profile. Once it is determined 
that how much the job is worth, it becomes easy to define the compensation strategy 
for the position. 

Therefore, job analysis forms an integral part in the formulation of compensation 
· strategy of an organization. Organizations should conduct the job analysis in a 
systematic manner at regular intervals. Job analysis can be used for setting up the 
compensation packages, for reviewing employees' performance with the standard level 
of performance, determining the training needs for employees who are lacking certain 
skills. 

Job Analysis should collect information on the following areas: 

• Duties and Tasks : The basic unit of a job is the performance of specific 
tasks and duties. Information to be collected about these items may 
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include: frequency, duration, effort, skill, complexity, equipment, stan­

dards, etc . 

• Environment : Environment means physical requirements needed to perform 
a job. The work environment may include unpleasant conditions such as 
offensive odors and high temperature. There may also be risky elements such 
as noxious fumes, radioactive substances, hostile and aggressive people, and 
dangerous explosives. 

• Toois and Equipment : Some duti~ and tasks are performed using specific 
equipments and tOdls. Equipments may include protective clothing. These 
items need to be specified in a Job Analysis. 1 

• Requirements : Job analysis ~hould clearly define the knowledge, skills, and 
abilities (KSA's) that are required to perform a job. 

IMPORTANCE OF JOB ANALYSIS 
Job analysis forms the basis for demand-supply analysis of human resowces, recruit­
ments, compensation management, apd training need assessment and performance 
appraisal. It helps in analyzing the human resowces and establishing the strategies 
to accomplish the business g.oals and strategic objectives. 

Job Analysis helps to find information about the following: 

1. Work activities: Information is usually collected on the actual work activities 
performed, such as cleaning, selling, teaching, or painting. Such a list may also 
indicate how, why, and when ·the worker performs each activity. 

2. Human bebavion: Information on human behaviors like sensing, communica~­
ing, decision-making, and writing may also be collected. Included here would be 
information regarding human job demands such as lifting weights, walking long 
distances, and so on Machines, tools, equipment, and work aids used. Included 
here would be information regarding products made, materials processed, knowl­
edge dealt with or applied (such as finance or law), and services rendered (such 
-as counseling or repairing) 

3. Performance standards: Information is also collected regarding performance stan­
dards (in terms of quantity, quality, or speed for each job - duty, for instance) 
by which an employee in this. job will be evaluated. 

4. Job context: Included here is information about such matters as physical working 
conditions, work schedule, and the organizational and -social context-for in­
stance, in terms of the number of people with whom the employee would 
normally have to interact. Also included here might be information regarding 
incentives for doing the job. 

5. Human requin:ments: Finally, information is usually compiled regarding human 
requirements of the job, such as job-related knowledge or skills (education, 
training, work experience) and required personal attributes (aptitudes, physical 
characteristics, personality, interests). 

Salary and Compensation: 
The term compensation management, or alternatively, wage and salary administration 
revolves around designing and managing policies and methods of disbursing employee 
compensatioi:i, Traditionally it includes such areas as job evaluation, maintenance of 
wage structures, wage surveys, incentives administration, wage changes and adjust­
ments, supplementary payouts, profit sharing, control of compensation costs, and other 
related pay items. 

Salaried often implies a status distinction, because those who are on salary are generally 
white-collar, administrative, professional, and executive employees, whereas wage-earn­
ers are designated as howly, non-supervisory, or blue-collar. Wage-earners in some or­
ganizations do receive full wage if they are absent for such reasons as sickness, whereas 
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salaried employees, especially at the lower levds, often receive ovenime pay when they 
. work over the standard work week. 

Induction and Orientation: Orientation or Induction is the first important step in the 
process of human resource management. It involves familiarization of the newly ap­
pointed employees to the work environment of the organization as well as to the fellow 
employees. An induction or orientation programme is designed to achieve the follow­
ing objectives:-

• To build up the new employee's confidence in the organisation and in himself 
so that he may become an efficient employee. 

• To develop among the newcomers a feeling of loyalty towards the organisation. 

• To foster a close and cordial relationship among the employees. 

• To ensure that the new employees do not form a f.tlse impression and negative 
attitude towards the organisation or the job. 

• To give the employees the necessary information like facilities, rules etc about 
the organisation. 

Generally, the process of orientation begins by taking the new employees around the 
factory and offices of the company. The supervisor gives new employees' introduction 
to the fellow employees and provides the immediately needed information about oth­
ers as well as about the organisation, so that he feels comfonable in the new surround­
ings. Lectures and discussions may be arranged to provide the necessary information 
and guidance. Handbooks, manuals and pamphlets may also be supplied for the orien­
tation of the new employees. The information provided to the new employees, _during 
the orientation process may include:-

• Brief history of the Company 

• Operations and products of the company 

• Company's organisational structure 

• Location of depanments and employee facilities 

• Personnel policies and practices . 

• Rules and regulations 
• Employee activities 

• Grievance procedure 

• Safety measures 

• Standing orders. 

What is the difference between induction and orientation? 

Induction referred to formal training programs that an employee had to complete be­
fore they could stan work. 
Orientation was · the informal information giving that made the recruit aware of the 
cornfon issues - where the facilities are, what time lunch is and so forth. 
JOB DESCRIPTION 
A job description is a list of the general tasks, or functions, and responsibilities of 
a position. It also includes qualifications needed by the person in the job, salary 
range for the position, etc. 

It is written statement showing job title, tasks, duties and responsibilities involved 
in a job. A job description is usually developed by conducting a job analysis, which 
includes examining the tasks and sequences of tasks necessary to perform the job. The 
analysis looks at the areas of knowledge and skills needed by the job. 

A job description contains the following information: 



1) Job tit1e, code nwnber, and depanment/division. 
2) Job contents in terms of activities or wks performed. 
3) Job responsibilities towards effective performance of the job. 
4) Working conditions specifying specific hazards. 
5) Social environment existing at the workplace. 
6) Machine tools and equipments. 
7) Extent of supervision given and received. 
8) Relationship with other jobs. 

Significance of Job description 

• A job description should be written concisely and with the primary purpose 
of informing the employees. 

• It is not so much a legal document, as it is a way to advise prospective and 
current employees of what is expected from a specific job. 

Features of Job description 

• Position title: Every job should be followed by the name of the person 
responsible for overseeing that position and the job location. It also is a good 
idea to include the pay 

• Scale range. It is important to add working conditions as this is a way for 
prospective employees to decide if they are interested in this specific posi­
tion. 

A job description should include the hours and/or shift that the individual perform­
ing th.is position will be working. Most importantly, it will include duties, tasks, and 
responsibilities that Jie with that specific post. This is the area that specifies as to 
what should be included, including the skill set necessary to complete the tasks 
out1ined. 

Benefits of Job Description 

• A job description dearly defines what is expected from the employer and the 
employee. A well-written job description can help the employee to be pre­
pared and informed of what is expected of him. It can be a useful tool in the 
communication between management and employees. 

• Job descriptions are written statements that describe the duties, responsibili­
ties, contributions and outcomes needed from a position, required qualifica­
tions of candidates, and reporting relationship and coworkers of a particular 
job. 

• Job descriptions are based on information obtained through job analysis, an 
understanding of the competencies and skills required to accomplish needed 
tasks, and the needs of the organization to produce work. 

• · Job descriptions also include information about working conditions, tools, 
equipment used, knowledge and skills needed, and relationships with other 
positions. 

JOB SPECIFICATION: 
JOB SPECIFICATION is a statement which tells us minimum acceptable human quali­
ties which helps to perform a job. Job specification translates the job description into 
human qualifications so that a job can be performed in a better manner. Job specifica­
tion helps in hiring an appropriate person for an appropriate position. The contents 
are: 

a. Job title and designation 
b. Educational qualifications for that title 
c. Physical and other related attributes 
d. Physique and mental health 
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e. Special attributes and abilities 

£ Maturity and dependability . ' 
g. Relationship of that job with other jobs in a concern. 

Job specification specifics personality requirements, and lists qualifications both physi­
cal and mental, necessary to perform the job properly. lt is used in informing the 
prospective employees about minimum acceptable qualities required to get the job and 
perform well. 

It may be a specific period of experience, a specific educational degree or specific physi­
cal requirements such as height, weight etc. These specifications specifically relate to: 

1. Physical characteristics : These include general health, height, endurance levd, 
vision, colour discrimination, etc. 

2. Psychological characteristics: These include mental dexterity, judgment - ana­
lytical ability, alertness and concentration. 

3. Personal characteristics : These include personal appearance, emotional stabil­
ity, marurity, aggressiveness, outgoing nature, poise, initiative and cliift, lead-
ership qualities, ~perative spirit, conversational ability etc. · · 

4. Responsibilities -: These include supervision of others, responsibility for pro­
duction, process or equipment; responsibility for the safety of others etc. 

Advantages of Job Specification 

a. It is hdpful in prdiminary screening in the sdection procedure. 

b. It hdps in giving due justification to each job. 

c. It also hdps in designing training and development programmes. 

d. It helps the supervisors for counseling and monitoring performance of employ-
ces. 

e. It helps in job evaluation. 

£ It helps the management to take decisions regarding promotion, transfers and 
giving extra benefits to the employees. 

CASE STUDY 

Job analysis may be defined as a methodical process of collecting information on the 
functionally relevant aspects of a job. Job analysis tells the human resources person­
nel: 

• the time it takes to complete relevant tasks 
• the tasks that arc grouped together under a single job position 
• · the ways to design or structure a job for maximizing employee performanc;e 
• the employee behavioral pattern associated with performance of the 'job 
• the traits and atttibutes of a proper candidate for the job 
• the ways the data can be used to develop human resource management 

Importance of Job Analysi,: 
Three major f.tctors create the need for job analysis: 

• statutory concerns, such as equal employment oppottunity 

• responses to business compctition--rccruiting and retaining talent 

• technological changes that create new jobs and render others obsolete 

What arc the uses of job a.n.alysi, information? 

Job analysis information is used in human resources on a regular basis to define: 
• Job description: A job description gives an account of the work and duties 

associated with a particular job. It describes the way the job is performed 
currently. Most job descriptions contain the following information: 



o the job name 

o summary description of the job 

o a list of duties for the job 

o a list of organizational responsibilities related to the job 

•· • Job specifications: Job specifications define the characteristics of the activities 
associated with tjie job and given in the job description. They describe the 
skill sets and qualifications that a candidate for the job should possess. 

• Job classification: Job classification groups similar jobs into classes and fami­
lies. This simplifies the overview for managers and is essential for streamlined 
functioning of an organization. · 

• Job evaluation: Job evaluation involves finding out the monetary worth of a 
job. and hdps to set up equitable pay structures. 

' 
• Job design: Job design integrates employee needs with productivity needs 

to maximize worker efficiency. · 

Joi, Anafyaia as a Basia for Producing a Job Desaiption and a Person 
Specification 

Flynn (1996) conducted an analysis of the job of Copy Room Supervisor in the 
Admin Copy room of the Reprographics Unit within a university Design & Print 
Centre. The unit's main functions arc photocopying and binding, production and 
print room support. The job incumbent and the Print & Reprographics Manager 
provided· input to the job analysis. A multi-level approach was used: task (specific 
tub, procedures, equipment, materials used), worker-oriented (work activities and 
bchavio~) and personal characteristics (knowledge, skills, abilities and personal 
attributes required for dfcctivc performance). The methods of analysis selected were 
u · follows: 

Ra:ordcd observations and interview responses were pooled and then content analysed ' 
to produce a list of tasks, activities and attributes. Fifty-one job statements were 
produced, organized undct seven main headings: planning and organizing, controlling 
and monitori.rig. decision making, administration, interaction with others, equipment, 
lealrity and safety. Job incumbent and manager independently rated each statement 
on .importance to ·effective operation of job and frequency of performance, using five­
point scales. It W3S found that the job incumbent and manager agreed overall in their 
ratings of importance and frequency, although disagreements arose with respect to 
IOfflC administrative tasks and in how much intc~ion with others was described. 

Question,: 

• What is the need for job analysis? 

• What do you understand after reading this case study? 

SUMMARY: 
• A defined data collection and analysis procedure through which information 

about job tasks and job requirements are obtained. 
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• Job analysis is the procedure for determining the duties and skill require­
ments of a job and the kind of person who should be hired for it. 

• Job position refers to the designation of the job and employee in the orga­
nization. Job position is important in the compensation strategy as it dcter­
mi~es the level of the job in the organization. 

• Job Worth refers to estimating the job worthiness i.e. how much the job 
contributes to the organi7.ation. It is also known as job evaluation. 

• A job description is a list of the general tasks, or functions, and responsi-
bilities of a position. 

ANSWERS TO 'CHECK YOUR PROGRESS' 
1. In this method the job analysts actually performs the job in question. The 

analysts thus receive firsthand experience of contcnual factors on the job 
including physical lwards, social, demands, emotional pressures and mental 
requirements. This method is useful for jobs that can be easily learned. It is 
not suitable for jobs that are hazardous (e.g. fire fighters) or for jobs that 
require extensive training (e.g. doctors, pharmacists). 

2. Job position refers to the designation of the job and employee in the orga-
ni7.ation. Job position is important in the compensation strategy as it deter­
mines the level of the job in the organi7.ation. For example, management 
level employees receive greater pay than non-managerial employees. The 
non-monetary benefits offered to two different levels in the organization also 
vary. 

QUESTIONS: 
1) Define Job Analysis. What are the uses and components of Job Analysis? 

2) What is the process of Job Analysis? Explain features and benefits of job 
Analysis. 

3) What do you mean by Job Description? 

4) Write a short note on Job specification. 

FURTHER READING 

• HRM: John Sterdwick 

• Human Resource Management: L. M. Prasad 
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Selection 

The Chapter Covers : 

■ RECRUITMENT 

■ Factors Affecting Recruitment 

■ Sources of !Recruitment OR METHODS OF RECRUITMENT 

■ Factors in a Recruitment POLICY 

■ ASSESSMENT OF THE RECRUITMENT PROGRAMME 

■ RECENT TRENDS IN SELECTION 

■ FACTORS AFFECTING SELECTION DECISIONS: 

■ Recruitment & Selection Policies 

■ Recruitment Practices in India 

Learning Objectives: 

After going through this chapter, you should be able to: 

■ Understand the term Recruitment and Selection. 

■ Explain process of Recruitment. 

■ Discuss methods of Recruitment. 

■ Differentiate between Selection and Recruitment. 

■ Draw Selection Process. 
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INTRODUCTION 

In this chapter we look at the first stage of managing people - attracting ~d selecting 
staff. Rccruioncnt · and selection arc usually considered as one process.' However, we 
will make the distinction here bctwccn · the initial actions and considerations when 
planning staff recruioncnt and the process of selecting an individual fro.m a pool of 
applicants. Rccruioncnt needs to be carefully planned in order to attract the right 
type of applicant. Ultimately, this increases the chances of making a suitable selec­
tion and appointment Yow involvement may be limited to a discussion of the need 
for a panicular job within yow team or work area, or you may be required to 
interview job applicants. Whatever yow involvement, this chapter makes it clear that 
it is important for you to understand the whole process to make an effective contri­
bution to the staffing of y9w organisation. 

RECRUITMENT 

Recruitment is a process concerned with the identification of sources from where the 
personnel can be employed and ensuring the placement of right personnel at . right 
place. It is a process for obtaining correct number and quality of employees that can 
be selected in order to help the organization to achieve its goals and objectives. In 
simple words, rccruioncnt refers to the process of attracting, screening, and selecting 
qualincd people for a panicular job in an organization. 

Recruitment is a 'linking function' joining together those with jobs to fill and those 
seeking jobs. Recruiting makes it possible to acquire the number and types of people 
ncccsary to ensure the continued operation of the organization Hr-Recruiting is the 
discovering of potential applicants for actual or anticipated organizational vacancies. 

• In simple terms, recruitment applies to the process of attracting potential employees 
to the organization or company. It is a systematic-means of finding and inducing 
available candidates to apply to the company or enterprise to employment recruit­
ment is said to be positive in its approach as it seeks to attract as many candidates 
as possible. 

According to Flippo, "Rccruionent is the process of searching for prospective em­
ployees and stimulating them to apply jobs in the organization. 

According to C.B. Mamoria, "Recruiting is the discovering of potential applicants for 
. actual or anticipated organizational vacancies". 

According to Yoder, "the recruianent' policy is concerned with quantities .& quali:. 
fications of manpower.• It establishes broad guidelines for the staffing process. 

Aa:ording to Werther and Davis,-

"Rcauitmcnt is the process of finding and attracting capable applicants for employ­
ment. The process begins wh~n new recruits arc sought and ends when their appli­
cations arc submitted. The result is a pool of applicants from which new employees 
are selected.• 

Another clefinition of recruianent says: 

. "Recruitment is a form of competition. Just as corporations compete to develop, 
manufacture, and market the best product or service, so they must also compete to 
identify, attract and hire the most qualified people•. 



Thus, recruitment hdps to create team of prospective employees for the organization. 

Recruitment acts as a link between the cmploym and the job scckas and ensures 

thf . placcmer.n of proper candidates. The process of attracting individuals on a ~dy 
~is, in adequate numbers, and with appropriate qualifications, and encouraging 
them to apply for jobs with an organiution is known as recruitment. 

The ability to identify the· coma talent for not just the role/job but also from the 
organiz.ational values ~pcctivc can be summamcd as the key reauiting challenge. _ 
Following figure provides the framework used in organu.arions to plan and std the 
human resources requirements of the company. 

Fipn: Fr""""10rlt tlesip of Procwn,,at 

While an o~tion mildit have established techniques of their own to hire, there 
is no _easy, fuol-proof mcttl~ ~r asses.ting a can~~ ~~ if for _the siinpl~ job. 
The tune that today's orgaruzanons spend on this actMty m not Just p~ for 
it but also its accution. The lcnp and complexity of the modern sdcction proce-
dure arc tangible evidence of this fact. , 
Recruitment or manpower sdcction process is the fim step in the employment of 
talent and the methods through which this talent is brought into a job bas much 
to do with the ultimate suc:cca or failure of such employment. It is a strange panadox 
that on one hand we have a surplus of educated talent available in the market 
awaiting employment while on the other h~d organizations sauulc to find the 
right talent. Therefore the employability of the educated talent is last emerging as 
the single largest challenge, for India at least. 

Therefore, recruitment has been regarded as the most im_portant funaion of human 1 

resources administration, because unless the right type of people arc hired; even the 
best plans, organization charts and control systems woulci be rendered indttaivc. 
Careful recruitment of employees is particularly important in India for at least tw0 
key reasons: (a) it is not easy to fire an employee. It has both societal as well as lcaal 
implications. Labor Court adjudi~ such disputes would determine whether th.c 
termination of service was justified and to order reinstatement if such order was 
aepropriatc. Organizations have to maintain dear documentation of the performance 
of an employee which is objcctivdy and &irly rccor~ · to ensure that tfie employee 
was ~vcn adequate opportunity to do the job and was supported by the employer 
in this effort. Failure to carry out this procedure undermines the case if it goes· to 
any judicial court, (b) the chances of~ the job and the P.CO'>n arc mud) 
higher in India. With resumc's that carry fictinous information this challenge is 
compounded. Under these conditions, the pressure, to properly match a candidate to 
a job is only one-sided, that is, from employer's side only. 

Purpo,a and Importance of Reauitment: 
The general ~ of rccruianent is to provide a pool of potentially qualified job . 
candic:fatcs. Specifically, the purposes are to: · ·. · · 
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(1) Determine the present and future requirements of the organization in con-
junction with the personnel planning and job analysis activities. · . 

(2) Increase the pool of job candidates with minimum cost. 

(3) Help increase die success rate of the selection process by r.educing the num­
ber of, obviously, under qualified or overqualified job applicants. 

( 4) Help reduce the probability that job applicants, once recruited and selected, 
will leave the organization only after a shon period of time. 

(5) Meet the organization's legal and social obligations regarding the composi­
tion of its workforce. 

( 6) Start identifying and preparing potential job applicants who will be appro-
priate candidates. . 

(7) Increase organizational and individual effectiveness in the shon and long 
term. 

(8) Evaluate the effectiveness of various recruiting techniques and sources for all 
types of job applicants. 

FACTORS AFFECTING RECRUITMENT 
All organizations, whether large or small, do engage in recruiting activity, though not 
to the same intensity. Few factors that impact the nature of recruitment: 

1. The size of the organi7.ation- the smaller the organization the more the need 
to carefuJ'ly scrutinize the candidate for a job and the fitment to the orga­
nizational culture. The risk in case of job-candidate mismatch can prove 
equally expensive for a smaller organization as compared to the larger one. 

11. The employment conditions in the country where the organh:ation is lo­
cated- critically impacts the recruiting strategy. The methods for recruiting, 
the selection tools that are most suited and the legal framework that bear on 
the employer are some aspects that need to be considered. 

111. The affects of past recruiting efforts which show the organaation's ability to 
locate and keep ~ performing people- constantly reviewing the effective­
ness of the recrwting methods and the sdection, tools used, evaluating the 
success at-work of the new recruits are some methods used by organir.ations 
to ensure that quality hiring practices are in-place. 

1v. Working conditions and salary and benefit packages offered by the organi­
zation - this may influence turnover and necessitate future recruiting. The 
rate of growth of organization- the phase in the life- cycle of the firm is a 
measure of the recruiting effon. 

v. The level of seasonality of operations and future e:q,ansion and production 
programmes - Ensuring that the recruitment numbers come from a well­
planned Human Resource Plan. It is critical to ensure that there is no over­
hiring or under-hiring of the required talent to achieve the organizational 
objectives. 

v1. Cultural, economic and legal facton - these too affect the recruiting and 
selection methods that are used. 

Significance of Recruianent 
1. In combination with HRM planning, recruitment helps in determining the 

requirements for present and future human resources. . 
2. Recruitment helps in building team of potential personnel and analyzing the 

sources from where the organization has to choose those candidates. 
3. It helps in filtering the number of candidates by eliminating under qualified 

or overqualified job applicants. 
4. It helps in reducing the attrition rate by signing in a contract with the 

prospective candidates. 
5. It helps in evaluating the effectiveness of various recruitment techniques and 

sources of recruitment. 



Recruitment needs 

There are 3 types of . recruitment needs arising in the organization. 

1. Planned: Needs arising from the changes in the organization and retirement 
policy are called planned needs ,of recruitment. · 

2. Anticipated: Anticipated needs are those movements in personnd which an 
organization can predict by studying trends in internal and external environ­
ment. Example: Attrition rate of young generation. 

3. Unapected: Incidents like resignations, deaths, accidents and illness often 
give rise to unexpected needs. 

Process of Recruitment 

Evaluation 
and control 

Recruitment and planning 

Sources of recruitment 

Contacting sources 

Application pool 

Selection process 

I. Recruitment and p~ : First step in recruitment process starts with 
planning which involves determination of number of applicants and type 
of applicants to be contacted. Generally, organizations plan to attract 
more -applicants than what they intend to select. This is because some of 
the candidates may not be interested in joining the organization and 
some may not meet the criteria of sdection. 

2. Sources of reauitment : Second step in recruitment process is to identify 
the sources from where these candidates can be attracted. Normally, there 
are two kinds of sources for the manpower supply: internal and external. 

Internal sources: - Through internal sources, an organization fills the vacan­
cies by either locating present potential pcrsonnd or by taking referrals from · I 
those personnd. Most of the organization promote their present employees 
or transfer them in order to fill the positions that are vacant. These promo­
tions are made on the basis of merit system or seniority bases, or combina­
tion of both. 

External sources: - Extetnal sources are all those sources throuidi which an 
organization makes contact with potential candidates, other than its own 1 

internal candidates. · . 

3. Contacting sources : After realizing the sources of contact, the process of 
contactirt.g these sources starts. Every organization must stan this .process 
after sufficient preparation and research. Organizations should share all the 
necessary infonnation which is must to be sliared with the candidates. There 
are various methods of contacting sources. 

4. Application pool : After contacting the sources of recruitment, the organiza­
tion receives applications from prospective candidates. The number of appli­
cation depends upon the siz.e of organization, type of organization and type 
of jobs. All the applications receive<! for a panicu.lar job are collected which 
become the basis for selection process. 
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SOURCES OF RECRUITMENT OR METHODS OF RECRUITMENT 

Internal sources 

• Transfer 
• Promotion 
• Re-employment 

Methods of 
Recmitment 

Encrnal sources 

• Advertisement 
• Gate Hiring 
• Employment rm:mls 

· • Public cmploymcrit 
exchange . 

• Employmtht agencies 
• Educational 

institutions 

• Labor contracton . 
• Recommendations 

The sources of recruitment can be classified into two types, internal and cxtcma1. 
Filling a job opening from within the firm has the advantages of stimulating ()repa­
ration for possible transfer / promotion, serves as a key motivator for internal employ­
ees who are aspiring for a move, increasing the general level of morale, and provides 
more information about job candidates through analysis of work histories within the 
organiution. A job posting has a number of advantages. From the view point C)f the 
employee, it provides flexibility and greater tontrol over ~r progress. For the 
employer, it should result in better matches of cmploytc and job. However, not all 
jobs are posted by an organization internally. In opening a job for internal aspirants 
an organization make a conscious decision and then moves forward. It is also po,ilble 
that organizations might post all job opening intenially as well as externally and the 
internal candidates compete for the job along with . other c:xtcrnal candidate. What­
ever is the case, the objective remains to find the 'best person' for the job. 
( 1) Internal Recruitment: 

Internal Recruitment refers to filling lip of vacancies from its internal resources. It 
takes place within the concern or organiution. These sources arc readily available to 
an organization. Internal recruitment hdps to increase the employee's productivity 
as their motivation lcvd increases. It also assists the organitarlon to save time, money 
and efforts. But a drawback of internal tccruitrrtcnt is that it ceases the orgaru,.atioh 
from new employees that might prove to be more efficient fonn the existing ones. 
Since, all the manpower requirements cannot be met through internal recruitment, 
hiring from outside has to be done so as to fill the existing vacancies. 

Internal sources arc primarily of 3 ty.pes: 

a. Transfers 

b. Promotions (through Internal Job Postings} and 

c. Re~mploymcnt of ex-employees - Re-employment of ex-employees is one of 
the internal sources of recruitment in which employees can be invited and 
appointed to fill vacancies in the concern. There are situations when ex­
employees provide unsolicited applications also. 



Meriu 
(i) Enhances morale of the employees of the organization, 

(ii) It ensures stability from continuity of employment. 

(iii) Provides an opponunity to the management to implement a comprehensive 
programme of talent inventory & analysis. 

(iv) Employer is in a better position to evaluate those presently employed than 
outside candidates, 

(v) Builds loyalty among the employees, 

(vi) In many organizations, the principal source for qualified workers may be the 
ranks of present employees who have received specialization. 

Dcmerita 
(i) There is a danger of 'inbreeding' implying that new blood may be discouraged 

from entering an organization or company. 

(ii) Another major weakness is possible inadequacy of supply of needed m~power, · 

(iii) Recruitment from within seldom contributes significant new ideas or innova­
tions or suggestions that may be very important for progress in a competitive 
economy, 

(iv) Promotions based on length of service rather than merit, may prove to be a 
blessing for inefficient candidates. They do not work hard & prove their 
worth, 

Euemal Recruitment - External sources of recruitment are those sources that have 
to be icarched from outside the organization. External sources are external to a 
~- It involves a lot of time and money. The external sources of recruitment · 
incl.ude - Employment at factory gate, advertisements, employment exchanges, 
employment I.F.ncies, educational institutes, labor contractors, recommendations 
etc. In other wonJs, external recruitment is when the organization dearly prefers to 

· hire from outside the orpnu.ation for the job. Organizations most definitely go for 
~ hiring for lower levd jobs, when they are expanding, during phases of rapid 
growth and for positions whose skills/ experience specifications cannot be met by 
csisti.Dg human resources. 

a)- Employment at Factory Lcvd/ Gate hiring - Gate hiring is the concept of 
sekctiog people in which. the applications for vacancies are presented on 
bulletin boards outside the Factory or at the Gate. This kind of recruitment 
is applicable generally where faaory workers are to be appointed. These 
workers are mostly unskilled or semi-skilled workers. There are people who 
keep on ~ng jobs &om one place to another. These applicants are called 
as l,IJlSOlicited applicants. These types of workers apply on their own for the 
job. In this kind of recruitment, workers have a tendency to shift from one 

· &aory to- another and therefore they are called as "badli" workers. 

b) Adftrtiaement - The most common method for contacting the prospective 
candidates is advertising. It is an external source which has got an important 
place in recruitment procedure. It is used for attracting managerial and 
~~ people eithtt experienced or inexperienced. The biggest advantage 
of advertisement is that it covers a wide area of market and scattered appli- . 
cants can get infomiation through advertisements. Medium used is Newspa­
pa:s and Tdevision. 

c) Employment Exchanp - There arc certain Employment exchanges which 
are run by government. They are also known as public employment ex­
changes. Most of the govcminent undertakings and concerns employ people 
through such ~- According to this method, all the industrial under­
takings must notify their vacancies to employment exchange concerned be-
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fore these vacancies are filled. The main purpose of these exchanges is to find 
a n'latch between jobs notified by various industrial undertakings and the job 
seekers. Now-a-days, recruitment in government agencies has become com­
pulsory through such public employment exchanges. 

d) Employment Agencies - There are certain profe.uional organizations which 
undertake recruitment and employment of people on behalf of actual em­
ployees, i.e. these private agencies run by private individuals supply rcqwred 
manpower to needy concerns. 

e) Educational Institutions · - Also known as Campus recruianent programme, 
Educational Institutions make arrangements for conducting sdection tests 
and· interviews on the campus, provide resumes of the students and make 
them available for the companies visiting the campus. It is an extcma1 source 
for recruiting fresh graduates from these institutes. The procedure adopted 
by recruiting organizations is as follows: 

i. Shon listing campuses 

ii. Choosing recruiting team 

111. Visiting campus and making contact 

1v. Conducting interviews/tests 

f) Recommendations - At times, certain people in the organization recommend 
the names of some other persons who have experience in a partirular area. 
These recommended persons may be their family members, friends, or other 
known people. The idea behind using employee recommendations is that the 
present employees may have specific knowledge of such candidates. There are 
cenain vacancies which can be filled by recommendations of such people. 
One drawback of this source is that the company has to rdy totally on such 
people which can later on prove to be inefficient. 

g) Labor Contracton - There are some people who supply manpower to the 
Factory or Manufacturing plants. Through these contractors, workers are 
appointed on contract basis, i.e. for a particular time period. Under the 
conditions when these conttactors leave the organization, such people who 
are appointed have also to leave the concern. 

Merits: 

(i) Wide Choice: The organization has the freedom to sdect candidates from a 
large pool. Persons with requisite qualifications could be picked up. 

(ii) Injection of Fresh Blood: People with special skills & knowledge could .be 
hired to stir up the existing employees & pave the way for innovative ways of 
working; 

(iii} Motivational Force: It hdps in motivating internal employees to work hard & 
compete with external candidates while seeking career growth. Such a com­
petitive atmosphere would hdp an employee to work to the best of his abili­
ties, 

(iv} Long-term Benefits: Talented people could join the ranks, new ideas could 
find meaningful expression, give out their best and earn rewards. · 

Demer.ts 

(i) Expensive: Hiring costs could go up substantially. Tapping multifarious sources 
of recruianent is not an easy task either, 

(ii) T1D1e Consuming: It takes time to advertise, screen, to test & to select suitable 
employees. Where suitable ones arc not available, the process has to be re- · 
peated, 

(iii) Demotivating: Existing employees who have put in considerable service may 
resist the process of filing up vacancies from outside. The feeling that their 
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services have not been recognized by the organization, forces then to work with 
less enthusiasm & motivation, 

(iv) Uncertainty: There is no guarantee that the organization ultimately will be 
able to hire the services of suitable candidates. It may end up hiring someone 
who does not 'fit' & who may not be able to adjust in the new setup. 

ALTERNATIVES TO RECRUITMENT 
Since recruitment and selection costs arc high (search process, interviewing, agency 
fee, etc.) firms these days are trying to look at alternatives to recruitment, · especially 
when market demand for firm's products ·and services is sluggish. Moreover, once 
employees are placed on the payroll, it may be extremely difficult to remove them 
if their performance is marginal. Some of the options in this regard may be listed 
thus: . 

( 1) Overtime: Short-term flucruations in work volume could best be solved through 
overtime. The employer benefits because the costs of recruitment, selection and 
training could be avoided. The employee benefits in the form of higher pay. 
However, an overworked employee may prove to be less productive and tum out 
less than optimal performance. Employees may slow down their pace of work 
during normal working hours in order to cam overtime daily. In course of time 
overtime payments become quite routine and for any reason these payments do 
not accrue regularly, employees become resentful and disgruntled. 

(2) Subcontracting: To meet a sudden increase in demand for its products and 
services, sometimes, the firm may go for subcontracting - instead of expanding 
capacities immediately. Expansion becomes a reality only when the firm expe­
riences increased demand for its products for a specified period of time. Me...,­
whilc, the firm can meet increased demand by allowing an outside specialist 
agency to undertake part of the work to mutual advantage. 

(3Y Temporary: Employees: Employees hired for a limited time to perform a specific 
job arc called temporary employees. They arc particuiarly useful in meeting 
short term human resource needs. A short-term increase in demand could be 
met by hiring temporary hands from agencies specializing in providing such 
services. In this case the firm can avoid the expenses of recruitment and the 
painful effects of absenteeism, labor turnover, etc. It can also avoid fringe ben­
efits associated with reguJar employment. However, temporary workers do not 
remain loyal to the company; they may take more time to adjust and their 
inexperience may come in the way of maintaining high quality. · , 

(4) Employ.:e Leasing: Hiring permanent employees of another company who pos­
sess certain specialized skills on lease basis to meet short-term requirements -
although not popular in India - is another recruiting practice followed by firms 
in developed countries. In this case individuals work for the leasing firm as pert 
he leasing agreement/ arrangement. Such an arrangement is beneficial to small 
firms because it avoids expense and problems of persor,ne! administration. 

FACTORS IN A RECRUITMENT POLICY 

Generally, the following factors are involved in a recruitment policy: 

(1) To carefully observe the letter & spirit of the relevant public policy on hiring 
& on the whole, employment rdationship, 

(2) To provide individual employees with the maximum of employment security, 
avoiding frequent lay-off or lost time. 

(3) To provide each employee with an open road & encouragement in the con­
tinuing development of his talents & skills. 

(4) To as.rure each employee of the organization interest in his personal goals & 
employment objectives, 
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(5) To assure employees, of fairness in all employment relationships, including 
promotions & transfers. 

(6) To avoid cliques which may devdop when several members of the same hold 
or community arc employed in the organization. 

(7) To provide employment in jobs which are engineered to meet the qualifica­
tions of handicapped workers & minority sections. 

(8) To encourage one or more strong, effective, responsible trade unions among 
the employees. 

PREREQUISITES OF A GOOD RECRUITMENT POLICY: 

(1) It should be in conformity with its general personnd policies. 

(2) It should be flexible enough to meet the changing needs of an organization. 

(3) It should be pfO designed so as to ensure employment opportunities for its 
employees on a long-term basis so that the goals of the organization should 
be achievable, & it should devc~op the potentialities of employees. 

(4) It should match the qualities of employees with requirements of the work for 
_ which they arc employed. 

(5) It should highlight the necessity of establishing job analysis. 

Once the, recruitment policy is made explicit, the company cans evolve a detailed 
procedure to make the whole exercise systematic. Such a systematic approach will 
enable people within (or outside) the organization to follow a predictable path. 

The recruitment procedures should however be flexible enough to permit personnd 
department to respond quickly to demands made on them by various departments 
& by potential candidates. Recruitment, it should be remembered, is a marketing 
activity as well as a public relations exercise. When recruiting people,, organizations 
arc going out into their external environment & competing with others for suitable. 
Candidates, such activities, therefore, should be conducted in a manner that sustains 
or enhances the prestige & public: image of the organiution concerned. Fair & 
objective recruitment policies & standards would add to the image of the organiza­
tion in the long run. 

ASSESSMENT OF TIIE RECRUITMENT PROGRAMME 

Sources for recruiting should be periodically evaluated. For this purpose, the criteria 
. may be the cost per applicant, the applicant/ hiring ratio, tenure, performance 

appraisals, etc. 

The organization should first identify how an applicant was attracted to the firm. A 
simple way of securing this information is to include in the application bland a 
question: 

(i) How did you learn of the job vacancy for which you have applied? 

(ii) The next step is to determine whether any one method consistently attracts 
better applicants. 

(iii) The last step is to use this information to improve the recruiting process. 

Recruiting should take into consideration ethical practices, such as use of ttuth in 
hiring, i.e., tdling an applicant all about the firm & its position, both good & bad, 
to enable him to decide whether or not to join the firm, if selected. 

A successful & effective recruitment programme necessitates: . 

(i) a well-defined recruitment policy, 

(ii) a proper organizational structure, 



(iii) procedures for locating sources of manpower resources, 

(iv) suitable methods & techniques for. utilizing these, & 

(v) A constant assessment & consequent improvement. 

Recruiunent Practices in India 

The different sources for recruitment in India have been classified thus: 

(i) Within the organization: 

(ii) Badli or temporary workers; 

(iii) Employment agencies; 

(iv) Casual callers; 

(v) Applicants introduced by friends and relatives in the organization; 

(vi) Advertisements; and 

(vii) Labour contractors. · 

According to a survey of public and · private sector employers by Prof. Basavaraj, the 
following methods were used to recruit employees: 

(i) In the public sector (steel units;, the major sources or recruitment in order of 
preference are: 

(a) Casual callers or employment seeders; 

(b) 

(c) 

(d) 

Newspaper advenisements; . 

Scheduled tribes and schedules castes; 

Employment exchanges; 

(e) Other public undenakings; 

(f) Internal advenisement; 

(g) Displaced persons; 

(h) Relative and friends; 

(i) Employee recommendations; and 

(j) Institutions. 

(ii) In the public sector (heavy engineering) the sources for non-supervisory staff are: 

(a) Employment exchanges; 

(b) External advertisement; 

(c) Internal advenisement; 

(d) Central training institute; 

(e) Introduction by the liaison officer of a corporation; 

(f) Deputation personnd; and 

(g) Transfer from other public undenakings. 

(iii) In the private sector, the survey disclosed that the procedures, though formu­
lated, were not institutionalized In character. In some organizations, preference 
was given to sons and rdatives of employees and to local people. In order of , 
preference, the major sources are: 

(a) Advenisements; 

(b) Employment exchanges; 
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(c) Relatives and friends; 

(d) Casual caller; and 

(e) Employee. 

SELECTION 

Check Your Progress 
I. Define Recruitment 

2. What ~ recruitment needs? 

Selection is a process of choosing the right candidate for the desired job profile. It 
is either selecting the suitable candidature or rejecting the unsuitable candidature. 
It is the last and most crucial stage in acquiring human resource in an organization. 

, It is a step where the organization has to decide who can fit in the overall job 
requirements in the light of job description, role analysis, and job specification. 

The selection phase is often complicated, lengthy and time consuming. Organization 
has to make lots of effoIT.s tc select people who are fit for the jobs. Selection implies 
scrutiny of candidates to ascertain how one can match the demands of the desired 
job profile. 

Selection is the process of examining the applicants with regard to their suitability 
for the given job or jobs, and choosing the best from the suitable candidates and 
rejecting the others. Thus, selection is negative in its application in as much as it 
seeks to eliminate as many unqualified applicants as possible in order to identify the 
right candidates. 

In other words, Selection is the process of picking individuals (out of the pool of job 
candidates) with requisite qualifications and competence to fill job in the organiza­
tion. 

A formal definition of selection is that "it is the process of differentiating between 
applicants in order to identify (and hire) those with a greater likelihood of sue~ 
in a job." 

According to Dale Yoder, "Selection is the process in which candidates for employ­
ment are divided into two classes those who are to be offered employment and those 
who are not. Selection means a process by which, qualified personnel may be chosen 
from the applicants offering there, services to the organization for employment." 

According to Stone, "Selection is the process of differentiating between applicants in 
order to identify those with a greater likelihood of success in a job". 

Prof P. Sobba Rao defined in his book, "Essentials of Human ~urce Management 
and Industrial Relations" that, "The objective of selection is to choose the individual 
who can most successfully perform the job from the pool of qualified candidates." 

DIFFERENCE BETWEEN SELECTION AND RECRUITMENT 

The basic difference between recruitment and selection is that, 

Recruitment is a process to attract maximum number of candidates so as to make 
more options available to the organization; whereas, selection is a process to choose 
the best out of available candidates. 

Some other differences are: 

1 Recruitment is a positiYe activity as it is concerned with increment of can­
didates, where as selection is a negative activity as it is related to eliminating 
the candidates. 

2 Recruitment precedes selection whereas selection follows recruitment. 

3 The tecnnique of recruitment is not very much intensive and does not 
require high skills, whereas selection process requires specialised techniques. 



Process of Selection: 

Application pool 

~ 
Screening of 

application forms 

• Selection tests 

Selection interviews 

Checking of 
references 

Physical examination 

Approval by 
appropriate authority 

Final selection 

Employment 
contract 

Evaluation 

·.' 

-

1. APPLICATION POOL : An application is a detailed form consisting com­
plete information about the prospective candidates. This form basically con­
tains information like biographical data, educational information, work expe­
rience, career objectives, etc. More number of applications will provide more 
of options to the organaation to choose the best candidate. 

2. SCREENING OF APPLICATION : The process of selection actually starts 
from this step when the scrutiny of applications begins. Scrutiny of appli­
cation forms helps the HR specialists to eliminate unqualified jobseekers 
based on the information supplied by them. Based on screening of applica­
tions, only those candidates are called for further process of selection that is 
found to be meeting the job requirements of the organization. 

3. SELECTION TESTS : Job seekers who 1>3ss the screening and the prelimi­
nary interview are called for tests. Different organizations follow different 
types of tests depending on the jobs and the skills. These tests are taken to 
check the desired level of skills and knowledge of the candidates. Generally, 
these tests are related to aptitude, general awareness, applicant's ability and 
personality. 
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4. INTERVIEW : After the selection test is over, shortlisted candidates arc 
called for the interview procedure. Interview is formal conversation con­
ducted · to evaluate the applicant's suitability. It is considered to be the best . 
selection device. It is face to- face exchange of views, ideas and opinion 
between the candidates and intcrviewcn. Basically, interview is nothing but 
an oral examination of candidates. Interview process can be adapted for 
selection of the unskilled, skilled, managerial and professional employees. 

Objectives of interview: -

1 ) Interview helps in obtaining additional information ahou_t the appli­
cants 

2) It facilitates giving general information to the applicants such as 
company policies, job and products man~. 

3) Interview helps in building the company's image among the appli-
cants through the efficiency of interviewcn. · 

Types of interviews 

1. Informal Interview: An informal interview is an · oral interview and may 
take place anywhere. The employee or the manager or the pcrsonnd 
manager may ask few questions like name, place of birth, names of 
relatives etc. It is not planned and nobody prepares for it. This is used 
widely when the labour market is tight and when• oric needs workets in 
large numbers. 

2. Formal Interview: Formal interviews may be held in the office by the 
managcn in a more formal atmosphere, with the help of well structured 
questions. Herc the time and place of the interview will be predeter­
mined by the interviewers itsel£ 

3. Non-directift Interview: Non-directive interview also known as unstruc­
tured interview is designed to let the interviewee speak his mind· freely. 
The interviewer has no pre-decided formal questions, but his whole 
attention is towards the candidate. Questions emerge as the discussions 
bctwccn the interviewers and the candidate proceed. He encourages the 
candidate to talk by urging whenever he is silent. 

e.g. "Ms. Surabhi, please tell us about yourself after, you graduated from 
high school". The rdca is to give the candidates complete freedom to 
"speak" themselves, without the burden of the intcrvi~r's questions. 
Herc, the interviewer must have high level of patjcncc and skills and 
must guide and relate the information given by the applicant to the 
objective of the interview. 

Depth Interview: Depth interview is designed to deeply examine the 
candidate's background and to go into considerable detail on particular 
subject of an important nature and of special interest to the candidates. 
This is a kind of scmi-strucrurcd interview. 

For example, if the candidate says that he is interested . in reading books, 
a series of questions may be asked to test the depth of understanding and 
interest of the candidate. These questions must be asked tactfully with 
exhaustive analysis. 

Stress Interview: Stress interview is designed to test the candidate's 
behaviour under conditions of stress and strain. In such interviews, in-
tcrviewcn create stressful situation for the candidate. This situation can 
be created in a number of ways- by asking questions too rapidly, criticising 



the candidate's answers and his manner of answering, interrupting him 
frequently, and so on. 

E.g. the interviewer may stan with "Mr. John, we do not think your 
qualifications and apcricnce are adequate for this position,' and watch 
the reaction of the candidates. · 

A good candidate will not panic; on the contrary he may prove that how 
he is qualified to handle the job. 

6. Group Interview: It is designed to save executive's time. In group inter­
view, candidates arc brought together in the employment office and 
interviewed. It is done to analyse the candidate's confidence. 

7. Panel lntcmew:• In such kind of interview; a panel or interviewing board 
or selection committee may interview the candidate. All the interviewers 
bdong to different fields of specialisation so that all technical and 
behavioural skills of candidates may be probed fully during the interview 
process. This type of interview pools the collective judgment in the 
assessment of the candidate. 

, 

8. Telephonic Interviews: These types of interviews are held on telephone 
where interviewers have a copy of the resume and points that are to be 
discussed with the candidates. Certain precautions while giving the 
telephonic• interview are as follows; 

• If you are on your home telephone, make sure that all room­
mates or family members are aware of the interview (no loud 
stereos, barking dogs etc.). 

• Speak a bit slower than usual. 

• It is crucial that you convey your enthusiasm verbally, since the 
u;itcrvicwer cannot sec your &cc. 

• If there are pauses, do not worry; the interviewer is likely to be 
taking some notes. 

5. CHECKING OF REFERENCES : Most of the time employers ask the 
, candidates about their names, addresses, and telephone numbers of refer­
cnca for the purpose of verifying information. Another important reason is 
to gain additional background information of the applicant. Previous em­
ployers, known public figures, university professors, neighbours or friends 
can act as references. Previous employers are preferable because they are 
aJready aware of the applicant's performance. Organisations normally seek 
letters o_f reference or telephonic references. 

6. PHYSICAL EXAMINATION : After checking the references of candidates, 
the candidate is required to undergo a physical fitness test. This is carried ' 
out to ascertain the physical standards and fitness of prospective employees. 
When the prospective candidate is declared fit after the physical examina­
tion, he or she would be given his /her appointment letter. The results of 
the medical fimcss test are recorded in a statement and arc preserved in the 
personnel records. · 

There arc several objectives behind a physical test. 

1. Most prominent reason for a physical test is to detect if the indi­
vidual carries any infectious disease. 

2. Secondly, the test assists in determining whether an applicant is 
physically fit to perform the work. 
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3. Thirdly, the physica1 examination information can be used to deter­
mine if there are certain physical capabilities, which differentiate 
successful and less successful employees. 

4. Fourth, medical check-up protects the applicants from undertaking 
work that could be detrimental to them or might otherwise endan­
ger the employer's property. 

5. Finally, such an examination will protect the employer from workers 
compensation claims that are not valid because the injuries or illness 
were present when the employee was hired. 

7. APPROVAL BY APPROPRIATE AUTHORITY: All the candidates se­
lected by the board have to be approved by the appropriate authority under 
which they have to work. 

E.g. an engineer candidate has to be approved by production manager after 
being selected by the personnel department. 

8. FINAL SELECTION : The next step in the selection process is offering the 
job to those applicants who have crossed all the previous hurdles. Final 
selection is made through a letter of appointment. Such a letter generally 
contains a date by which the appointee must repon on duty. The app9intee 
must be given reasonable time for reporting. 

9. EMPLOYMENT CONTRACT : Another most important step in selection 
process is to make aware about the contract with the candidate. This contract 
contains vital details about the candidate, which are authenticated and at­
tested by him/her. The basic information that should be included in a 
written contract of employment will be: 

I) Job title 

2) Duties and responsibilities · 

3) Date when continuous employment starts and the basis for ca1culat­
ing service. 

4) Rate of pay, allowance, overtime and shift rates, method of pay­
ments. 

5) Hours of work including lunch break and ovenime and shift arrange­
ments. 

6) Holiday arrangements: 

i.) Paid holidays per year. 

ii.) Calculation of holiday pay. 

7) Grievances procedure (or reference to it). 

8) Disciplinary procedure (or any reference to it). 

9) Work rules (or any reference to them). 

1 0. EVALUATION : The last step of selection process is the evaluation phase. 
The effectiveness of the selection process is evaluated on the basis of the 
quality of the personnel hired Periodic audit helps to evaluate the effective­
ness of a selection programme. People who work independent c.f HR depart­
ment must conduct audit. -

RECENT TRENDS IN SELECTION 
New trends have been emerging . in selection techniques along with other areas of 
'.:1:u:r,an resource management. The recent trends in selection include: 



(i) Selection by Invitation: Management observes the performance of key execu­
tives of competitors. If the performance of the key executives is excellent or the 
key executives are change agents, the management invites such executives to 
join the organization by offe:fing attractive salary and benefits. Thus, the sig­
nificant performance of the executives forms basis for selecting them by invi- . 
tation. 

(ii) Leasing: Presently, the organizations need to employ specialists to take-up the 
highly skilled jobs. In fact, the changes in technology demand highly skilled 
employees. It would be very difficult to small organizations to employ the 
skilled employees as they demand . high pay. Added to this employees may not 
have enough work. These factors enabled the consultancy organizations to 
employ experts and depute these employees to the needy companies on lease. 
These consultancy organizations are principal employees and the needy orga­
nizations draw the required employees from the pool on lease and pay the 
agreed fee to the consultancy firms. The consultancy firms· pay the salary to 
the employees. 

This type of arrangement is beneficial to the consultants, employees on lease 
and the industrial organizations. The business organizations can utilize the 
services of the experts with less cost. The employees get high pay and benefits. 
The leasing company derives surplus from its charges and fees. 

(iii) 360° Selection Programme: Normally superiors administer the selection tests 
and interviews. They judge the fit between the job and the candidate. But the 
employee skills, knowledge and performance affect not only superiors our also 
subordinates and the employees of the same level. Hence, the organizations 
started employment test and interviews. This type of selection programme is 
called 360° selection programme. 

FACTORS AFFECTING SELECTION DECISIONS; 

The goal of selection is to son out or eliminate those judged unqualified to meet the 
job & organizational requirements where as the goal of recruitment is to create a 
large pool of persons available & willing to work thus, it is said that recruitment 
tends to be positive while selection tends to be somewhat negative. 

A number of factors affect the selection decision of candidates. The imponant among 
tern are: 

(1) Profile Matching: Tentative decision regarding the selection of candidates (who 
are known) is taken in advance. Possible care is also taken to match the 
candidate's bio-data with the job specifications. 

(2) Organi7.ational & Social Environment: Some candidates, who are eminently 
suitable for the job, may fail as successful employees due to varying organiza­
tional & social environment. 

(3) Successive Hurdles: In this method, hurdles are created .at every stage of 
selection process. · 

(4) Multiple Correlations: Multiple correlations is based on the assumption that 
a deficiency in one factor can be counter, balanced by an excess amount of 
another. 

Model Checklist for and it or the Selection Programme 

( 1) Analysis of programme 

(i) Is the selection programme consistent with human resource manage­
ment theory and practice? 
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(ii) Have well-defined selection policies and procedures been developed? 

(iii) · Are the employment policies consistent with public policy? 

(iv) Do the wage levels, fringe benefits, and level of employee satisfaction 
within the organization have a beneficial effect upon the ability to at­
tract and retain good employees? 

(2) How adequatdy are the programme and its procedures communicated to all 
those involved in and affected by it? 

(3) How well is the programme implemented? 

(i) Have those entrusted with carrying out the cmplo.yment programme 
been adequately 

trained? 

(ii) Does the performance of the programme match the stated goals? 

(iii) Arc . policy and procedwe manuals developed and utilized? 

( 4) Feedback: 

(i) What image has been · aeated in the minds of university and institute 
placement officers, and public and private employment agencies by the 
approach adopted by the company in conducting its hiring programme. 

(ii) Have recently hired employees and rejected the applicants been sw­
veycd to gauge the type of treatment they have received in the selection 
process? 

(iii) How many persons have rejected the company as a poor place to work 
because of low wages, a poor reputation and so on? 

(5) Analysis of result 

(i) How well do those hired perform on the job? 

(ii) What percentage of those who apply arc hired? 

(iii) Of those hired what percentage are discharged during the probationary 
period? What percentages resign because the job and employment con­
ditions were misrepresented to them? 

· (iv) What portion of employee turnover can be attributed to faulty selection? 

(v) What conaibution docs each of the selection tools make to the programme? 
How well do the predictions ttQm each of the selection devices been 
properly validated? 

I RECRUITMENT & SELECTION POLICIES 
' Selection Policy 

1 

The selection proccdwe is essentially a series of methods of secwing pertinent in­
formation about the applicant and qualifying him/her as a potential candidate with 
as close fit as possible to the job criteria. At each step in the selection pr~ the 
objective is to learn more about the candidate and evaluate him against the job 
requirements. The information obtained can then be compared with the job descrip­
tion/ specification. If the applicant qualifies, he or she advances to the next step. 
Sometimes organizations might evaluate information from multiple selection tools 
simultaneously to ~te of qualify a candidate to the next round in the selection 
process. Thus, the job specification and the job applicant are interrelated at each step 
in the selection procedure. 

Recruitment Policy 
Once the HRP process has concluded with the determination of human resowces 
requirements for the year ahead, the recruitment and selection process can begin. 

http:selecti.on


Very often, recruitment is misunderstood as filling a ~urren~ vacancy. Increasingly 
organizations are focwing on recruitment and selection process to hire a high poten­
tial candidate who the management expects · to become important in the future 
scheme of things. Recruitment is the process of searching for prospective employees 
and stimulating them to apply for jobs in the organization. It is often termed 
"positive" in that its objective is to increase the selection ratio, that is, the number 
of applicants per job opening. 

RECRUITMENT PRACTICES IN INDIA 
The different sources for recruitment in India have been classified thus: (i) Within 
the organization; (ii) Badli or temporary workers; (iii) Employment agencies; (iy) 
Casual Callers; (v) Applicants introduced by friends and relatives in the organiza­
tion; (vi) Advertisements; and (vii) Talent contractors. 

Dale Yoder and others point out: "Recruitment is a process to discover the sources 
of manpower to meet the requirements of the staffing schedule and to employ 
effective measures for attracting that manpower in adequate numbers to facilitate 
effective selection of an efficient working force". In terms of Stahl, recruitment is rhe 
comer stone of the whole human resources structure. 

Recruiting sources as discussed above should be periodically evaluated. Some com­
mon metrics used are, cost per applicant, the applicant/ hiring ratio, tenure, perfor­
mance appraisals, etc. Recruiting s~ould take into consideration ethical practices, 
such as use of "truth in hiring" i.e., telling an applicant all about the firm and its 
position, both good and bad, to enable him to decide whether or not to join the 
firm, is sdcctcd. 

A successful and effective recruitment programme necessitates a wdl-dcfined recruit­
ment policy, a proper organizational structure, and procedures for locating sources 
of manpower resources; suitable methods and techniques for utilizing these and a 
constant :wessment and consequent improvement. Often organizations have a dearly 
laid down process document for recruitment to ensure that quality hiring take place. 

All public sector _enterprises are required to consider candidates sponsored by the 
Employment Exchanges and, in most cases, confine the selection to these candidates. 
However, the private sector is not under any such formal obligation. Under the 
Apprentice A.a, 1961, young craftsmen having received pre-employment ttaining in 
Industrial Training Institutes have to be employed by 'specialized' industries during 
training period as a percentage of the total number of regular employees. Reservation 
of 25% of vacancies for Scheduled Castes and Scheduled Tribes candidates and 
preferential treatment of displaced persons is a part of statutory requirement of 
Government and-public sector employment in India. 

The question of preference to "Sons of the Soil" i.e., local population in the matter 
of employment within the local area has, of late, assumed a complex character. In this 
connection, the National Commission on Talent has observed: "The solution has to 
be sought in terms of the primary of common citizenship, geographical mobility and 
economic &asibility of locating industrial units, on the one hand, and local aspira­
tion on the other." 
The recruitment of managerial human resources in most organized industries is 
generally by promotion from within the organization. Some industries first recruit 
a number of young people as management trainees and groom the ones with high 
talent -potential to take on senior roles and responsibilities. However it is also com­
mon in organizations to hire managerial talent from outside, if sufficient internal 
candidates arc not available. External candidates enable an organization to bring in 
more industry knowledge and talent and keep the organization young and creative. 
The large and growing organizations enlist with ~d compete aggressivdy to '!<>P 
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talent from premier institutions such as the Indian Institutes of Technology, Indian 
Institutes of Management and from Universities offering MBA courses to obtain the 
best of talent. 

In the Indian organization where interviews are one of the most popular methods for 
sdection, one of the key challenges is the availability of skilled interviewers. Man­
agers are mandated to undergo trainin.g for effective interviewing skills and often 
need to be certified before they can interview and qualify candidates for a job/ 
position. 

A CASE STUDY 
Recruitment sites woo first-time job seekers 

By Anjali Prayag 

'Travelling across the country for campus hiring has becorN an apmsive process and· 
companies were looking for altnnatives. " 

Bangalore, May 11 The campus rccruittnent process, which had fallen into a pattern 
in the last few years, has taken a new turn this year. 

While some of last year's recruits are yet to receive their joining dates, thanks to the 
slowdown, students passing out this year will sec little activity in the campus place­
ment process. 

Turning this slump into a business opportunity, online job sites are focusing their 
services on this new category of users. 

Naukri.com is beta testing Firstnaukri.com, a job site targeted at graduates ready for 
the job market in 2009. 

Mr Hitesh Oberoi, COO, Naukri.com, told Business line ~t diis was in response 
to clients requesting Naukri to help them in campus hiring Moreover, travelling 
across the country for campus hiring has become an expensive process and companies 
were looking for alternatives, he said. About 25 companies have already registered 
and 20,000 CVs have been posted on FirstNaurki.com, said Mr Oberoi. Several 
institutes are interested in registering their students' profiles on the site. 

"This kind of campus-to-corporate online network will help companies reach out to 
a greater number of students," said Mr Srini Krishnamurthi, Managing Director, 
Expertus, a training outsourcing firm that has just launched a job portal for engi­
neering graduates. From a career point of view, typical job sites do not work well for 
freshers as their needs are different. "Seniors have social networking sites that help 
them in connecting with people. That's why we decided to launch c2c.com where 
students can participate in biogs and forums and get news about the industry, and 
who's ·hiring." 

To help freshers, JobStrect India is adding a bunch of skill tests in Test Bench, a job 
seeker self-assessment product in its portfolio, said Mr. Anand Iyer, CEO, Jobstreet 
India. 

This product offers_ aptitude and skill tests which job seekers (most of the time 
freshers) would find useful to assess their current competencies at their own pace, 
and choose to take remedial measures to become better qualified in the shrunken job 
market, said Mr Iyer. 

Friendly portal foe job seekers 

By G. Naga Sridhar 

·Hyderabad, March 23. If you are one of those who lost your job due to recession, 
here is some good news. There arc "friends" who wish to help you find a job soon. 

http:FirstNaurki.com
http:Naukri.com
http:Firstnaukri.com
http:Naukri.com


What you need co do is post your 'CV on www.asksaurabh.com, a portal set up by . 
Punc-based Mr. Saurabh, who recently lost his job in Yahoo, along with his friends 
Mr. Anthony, Mr. Iqbal Gandham and ochers. · 

Ac the very outset, the portal lists three rules: no job consultants, no fake jobs/ 
profiles and no charges for matchmaking. le also asks the users upfront co "'kindly 
respect the three rules of this free service. n 

One can post CV and jobs in a wide range of areas such as design, engineering 
finance, general, HR, quality assurance, testing and software dcvdopnicnt, among 
ochers. · 

"'Our philosophy is simple, if we can help one person get back into a job, our 
Web site would have . done its job," Mr iqbal cold Business Linc. Asksaurabh is 
not allowing recruitment agencies to post, and there is no charge for posting. 

SUMMARY: 
• Recruitment is a process concerned with the identification of sourc.es from 

where the personnel can be employed and ensuring the placement of right 
personnel at right place. 

• Sdcccion is the process of picking individuals (out of the pool of job candi­
dates) with requisite qualifications and competence co fill job in the organi­
zation. 

• Selection is the process of examining the applicants with regard to their 
suitability for the given job or jobs, and choosing the best from the suitable · 
candidates and rejecting the ochers. 

ANSWERS TO 'CHECK YOUR PROGRESS' . 
1. Recruitment is a process concerned with the identification of sources from 

where the personnel can be employed and ensuring the placement of right 
personnel at right place. It is a process for obtaining correct number and qual­
ity of employees chat can be selected in order to help the organaation to achieve 
its goals and objectives. . 

2. There arc 3 types of recruitment needs arising in the organization. 

(a) Planned: Needs arising from the changes in the organization and 
retirement policy arc called planned needs of recruitment. 

(b) Anticipated: Anticipated needs arc chose movements in personnel 
which an organaation can predict by studying trends in internal and 
external environment. Example: Attrition rate of young gene.ration. 

( c) Uncq,ected: Incidents like resignations, deaths, accidents and illness 
often give rise to unexpected needs. 

ANS. CYP 

3. Selection is the process of examining the applicants with regard to their 
suitability for the given job or jobs, and choosing the best from the suitable 
candidates and rejecting the ochers. Thus, selection is negative in its appli­
cation in as much as it seeks to eliminate as many unqualified applicants as 
possible in order to identify the right candidates. 

4. The recent trends in selection ~ncludc: 

(i) Selection by Invitation 

(ii) Leasing 

(iii) 360° Selection Programme 

Recndtmenl and 
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QUESTIONS: 

4) What is Recruitment? Explain various steps of Recruitment Process. 

5) Explain various methods of contacting sources for Recruitment 

6) Define Selection. What is the difference between Sdcctioo and Rccruianent? 

7) Describe various types of interviews. 

FURTHER READING 

• HRM: John Sterdwick 

• Human Resource Management: L. M. Prasad 



5 Orientation and 
Induction 

The Chapter ·eovers : 
■ SOCIALISING THE NEW EMPLOYEE 

■ ORIENTATION OR INDUCTION 

■ A Case Study 

Letlndli1 (}jj«lha: 

After going through this chapter,.you should be able to: 

■ 'to better undcmanl the dilfcrmt types of organi7.ational socialization. 

■ To better undcistand how o,:ganiutions approach the process of socialization. 
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INTRODUCTTON 
Whenever there is an entry of new person in the organization, he is firstly taken for 
an orientation program related to the organization and its entities. This is because 
every new person is a stranger and an unknown identity for the organization. He is 
unaware about the culwre and climate of the organization; hence, he may experience 
lots of difficulties and complications. These complications may be related to his work 
or work environment. He might feel anxious about: 

• Whether he will be accepted by his colleagues and other peer group. 

• Who will supervise his work and whether it will be up to the acceptable level 
or not. 

Such types of problems create a lot of stress in the mind of the employee and he 
might get very much depressed. This may ultimately leads to reduction in his 
working ability and his effectiveness. Therefore, to overcome such problems, organi­
zations have adopted few methods which help the new recruit to feel free and relaxed 
about the organization. Two methods commonly followed by the Olig.lllizations are 
socialization and orientation of new emp'loyces. 

SOCIALIZATION 

Socialization is a term which is derived from Sociology, which means how an indi­
vidual adjusts himself to the social situations in order to become a functional mem­
ber of a group as per its standards, modes and traditions. 

In the context of organizations, socialization means a process that takes place when 
new employees attempt to learn and follow norms and values of their work profile 
in the organization. This is an essential process so that all the new recruits arc 
properly adjusted in the work environment of the organization. 

Features of socialization 

• Easential process : Socialization is considered as an essential process in the 
organization because it helps the new employees to become familiar with the 
existing norms and values of the organization. Therefore, they feel less stressed 
and work without any kind of tension. • 

• Adaptive process : Adaptive means to become accustomed with the estab­
lished norms and traditions. Socialization helps the employcc:s to get accus­
tomed with the organization's rules and procedures. 

• Informative process : It is the process of delivering the information about an 
organization's culwre and climate. It deals in communicating the values and 
ethics th;tt governs the organization from its inception. 

Assumptions fur emplo~ sncialization 

1. Effect of Socialiution on empfo~'s perfurmance and Organization: The 
basic assumption for socialization is that it affects the employee's perfor­
mance and its effectiveness. The performance of employee is correlated with 
his awareness about the job profile and work situations. Socialization help$ 
in understanding the employee about the correct way to do his job. Hence, 
his effectiveness increases after the process of socialization. 

2. Anxiety of new employ.:es: Anxiety is a state of mind in which an individual 
experiences uneasiness with fear and doubt. Whenever a new employee joins 
the organization, he remains in such kind of anxiety and stress. Hence, there 



is an assumption that proper sociali:zation helps in removing ·the anxiety of 
new recruits. 

3. Sociali7.ation not in vacuum: Vacuum means space or emptiness. Socializa­
tion is a process which does not occur in a vacuum. ~t requires certain 
supporting elements. Just informing about the job description does not 
mean socialization. It is influenced by various elements like management 
hierarchy, other departments, colleagues' statements and their respective be­
haviors. Socialization is assumed to be effective only if all such elements 
behave in desired. 

4~ Similarity in adjustment to new situation; Another important assumption in 
socialization is that people should react in a similar way so as to adjust 
themselves in critical situation. At the time of socialization, it is assumed 
that after gaining the relative information, new employees should collectively 
participate and try to adjust with established norms and regulations. 

Process of Sociali7.ation 

Pre- arrival Stage 

Encounter Stage 

Metamorphosis Stage 

Commitment Productivity 

Outcomes 

Pre-arrival Stage : 

This stage of socialization process pre-supposes that each new entity in the organi­
zation carries its own set of values, norms and expectations. These ideas are supple­
mented with what they learn from their friends and other sources. Also, at the time 
of recruitment; most of the organizations deliver job previews and organization's 
structure. 

Encounter Stage : 

Encounter stage is the second stage of socialization process .. In this stage, the new 
recruit confronts the realities of the organizational situations. He faces the actual· 
scenario of the job and job environment. He meets new people like his superiors, 
colleagues, subordinates, etc. In such a situation, if the expectations of the new . 
employee match with the organization culture, then he promptly adjusts himself. In 
case, he is not appropriately tuned with the culture, then he must undergo the 
process of social..i7.ation. This will help him in coming off from his previous expec­
tations and assumptions and replace with another set which .re necessary to adjust 
in the new environment. 

Orientalion and 
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Metamorphosis Stage : 

Last step of socialli.ation process is this stage in which the new employee works out 
on the problems discovered during the encounter stage. He reconciles with the values 
and norms of the organization and brings necessary changes in his role behavior to 

· suit them. Socialli.ation process ends with the following outcomes: 

l. Feeling of competence in the new employee for the job 

2. Feeling of commitment to the organi7.ation, and 

3. Feeling of confidence about himself 

Methods of Snciali7,;1rion: 

• Stories: Circulation of informal and oral narration of events about the orga­
ni7.ation events, inception, norms, etc is a common method of socialization. 
1bis can also be known. as story narration method. These stories reflect the 
factual side of the organization rather than what has been written in orga­
nization documents. 

• Rituals: Constant repetition of cenain activities becomes the rituals of a 
place. Therefore, rituals. of an organization represent the key values of the 
organization that what goals are most important and what has to be done 
in respect of those goals. 

• Material Symbols: Material symbols are the symbols which distinguish the 
position of the employee. These symbols are like facilities offered to the 
employees- rooms, tables' size, refreshment, etc. But in today's context, such 
symbols are constantly diminishing so as to provide equal value to all the 
members of the organi7.ation. While socializing, organization should reveal 
such equalities among all the employees working at same levd in order to 

remove the anxiety of new employee. 

ORIENTATION OR INDUCTION 
Orientation or Induction is the process of introducing a . new employee to the orga­
nization and the organi7.ation to the employee by providing him relevant informa­
tion. Organi7.ations could have induction programs of duration of 1-3 days and even 
up to 1/3/6 months. 

Billmoria bas defined orientation as fullows: 

"Induction (orientation) is a technique by which a new employee is rehabilitated 
into the changed surroundings and introduced to the practices, policies, and pur­
poses of the organmtion ... 

Information that should be provided to a new employee depends on the organiza­
tional practices. A formal orientation program may contain following types of infor­
mation that is communicated to new recruits: 

About the Q~iZ:?tinn 

• Mission and philosophy • Training and development 
• Objectives • Promotional avenues 
• Product lines • Pay scale and pay day 
• Organization structure • Vacation and holidays 

• Key functionaries • Leave rules 
• HR policies and rules • Disciplinary procedure 



· Emplgymcnt Benefits 

• Provident funds 
• Insurance benefits' 
• Gratuity benefits 
• Retirement benefits 
• Rehabilitation programmes 
• Introduction to supervisors 

Need for Orientation 

• Co-workers/officials 
• Subordinates 
• Job duties: 

o Overview of job 
o Relation to other jobs 
o Office timing and 

breaks 

I. Overcoming &nployee anxiety : To overcome the anxiety of new employees, 
orientation program has become a necessity. 

2. Overcoming reality shock : Whenever an employee joins an organization, his 
desired expectations may not always get fulfilled. So in order to remove such 
dissatisfuctions, orientation · of an employee is required. 

3. Accommodating empl~ : Orientation helps in accommodating the new 
employees with existing employees by developing understanding various aspects 
of job w~ch he is expected to confront. · 

Objectives of Induction: . 

Common objectives of an Induction program can be listed as covering: 

1. Overview of the organization, its history, its hero's and important stories in 
the life of the firm so far like mergers, acquisitions, }V's, expansion in new 
countries etc .. . 

2. Organization Vision I Mission and Objectives statement, its structure, hier­
archy of the top and the senior management, structure of the teams/divi­
sions, focus on the division the cmployee/s is/are joining 

3. Overview of the HR policies ·and processes and introduction to. the Facilities 
team, IT team and other relevant teams per the location of joining. 

4. Handover to the manager and induction at a team level on specificities 
related to the job and its responsibilities. 

Organizations also build processes by which the new employee provides feedback on 
the on boarding experience and use this information to improve the Induction 
process. In as much as various firms repon that over half of their voluntary resigna­
tions occur within the first 6 months, proper orientation can do much to reduce this 
problem and its accompanying costs. 

• Recruitment is the process of searching for prospective employees and 
stimulating them to apply for jo~ in the organization. 

• Recruitment or manpower selection process is the first step in the em­
ployment of talent 

• Sources for recruiting should be periodically evaluated. A successful and 
effective recruianent programme necessitates a well-defined recruitment ' 
policy, a proper organizational structure, and procedures for locating 
sources of manpower resources, suitable methods and techniques for 
utilising these and a constant assessment and consequent improvement. 

Chapter 5: 
Orgaoi:zariooal socialization is the process by which employees learn about and adapt 
to new jobs, roles, and the culture of the workplace. Early socialization factors may 
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. indicate a new employee's job satisfaction and it influences his or her longevity in the 
organization. 

At the age of 22, Liz Ruggles has just accepted a prestigious, high-paying job, with 
Finer Food Inc. On her drive to the corporate office on her fim day of work, Liz recalls 
her experiences during the grueling process and is determined to tum her nervousness 
into positive energy. Day one of Liz's experience takes place in a group session, with 
four other newly hired district manager trainees being welcomed by the Vice President 
of Finer Foods, Waden Winder. 

Encouraged by the idea of a group training process, Liz leaves the office after day one , 
feeling overwhelmed, but excited to see what the next several days have in store for her. 
By the time her first week passes, Liz has attended the monthly district manager meet­
ing, where she begins to question the motives behind what was once viewed as a posi­
tive . group training process. 

Overloaded and unf.uniliar with the topics discussed in the district manager meeting, 
Liz continues to convince herself that her uneasy feelings are normal, and that her job 
satisfaction is sure to increase over time. A month into the training process, Li~ is 
placed in a difficult context where she becomes confused about her role with the com­
pany, as well as who exactly is her direct supervisor. Buckling down, Liz journeys on to 
the point where she can finally see the end of her training program coming dear. With 
only one month of training left, Liz is offered a graduate assistantship to a prestigious 
university. Liz finds herself having to decide whether life will get better for her once she 
completes the district manager training, or would she b'e better suited resigning her 
position and attending graduate school. 

Questions 

1. How does the nature of a company's interviewing process play a role in the 
socialization of a newly hired employee? For example, a three month interview­
ing process vs. at one day event. 

2. What do you think is the appropriate number of steps or days in interviewing 
process should have? 

SUMMARY: 
• Socialization is a term which is derived from Sociology, which means how an 

individual adjusts himself to the social situations in order to become a 
functional member of a group as per its standards, modes and traditions. 

• Orientation or Induction is the process of introducing a new employee to the 
organization and the organization to the employee by providing him relevant 
information. 

ANSWERS TO 'CHECK YOUR PROGRESS' 
I. I .Socialization is a term which is derived from Sociology, which means how 

an individual adjusts himself to the social situations in order to become a 
functional member of a group as per its standards, modes and traditions. 

2 . Encounter stage is the second stage of socialization process. In this stage, the 
new recruit confronts the realities of the organizational situations. He faces 
the actual scenario of the job and job environment. 

QUESTIONS: 
1) What do you mean by Socialization? Explain various methods of Socializa­

tion. 

2) What are the assumptions for employee socialization? 

3) Write a shon note on 'Orientation'. 



6 Human Resource 
Training & Development 

The Chapter Covers : 

■ Rationale for Training in Organiutions 

■ Features of Training 

. ■ Importance of Training 

■ Determining Training needs 

■ Process of Training 

■ Methods of Training 

■ Egvaluation of Training Methods 

■ Methods of Evaluation 

■ Organizing the Training Depamnent 

■ Staffing the Training Department 

■ Human Resource Devdopment climate in India 

■ Human Resource Devdopment Practices in 
india Industtics - Trends 

Learning Objecti1'es: 

After going through this chapter, you should be able to: 

■ Define Training in an organization 

■ Understand Features, Objectives and Importance of Training 

■ Various Types and Methods of Training 

■ Responsibilities of Training Depamnent 

■ Discuss on Human Resource Development Climate in India 
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INTRODUCTION 

How did you learn to tie a shoelace? How did you learn to cook? How did you learn 
about a new country you are planning to visit? Everything you know in life, almost 
everything, has been taught to you at some point of time. Parents, relatives, teaehcn 

, in schools/colleges, friends and at work coll~es arc usually the ones imparting the 
knowledge or skill that you need at every stage in life. In this unit we will spend 
time understanding the concepts that drive adult learning and skills muning in 
organizations. 

Every organization needs to have well-trained and experienced personnd to perform 
the tasks that need to be done. Today's organizations invest a lot of time, effon and 
resources on training the up-skilling (improving the skills) and even multi-skillin_g 

1 
(having employee learn multiple skills). Traditionally training focus in organizations 
revolved around thme employees who could not do a panicular job well, or those 
planning to change a job. Inadequate job performance or a decline in productivity 
or changes resulting out of job redesigning or technological · changes required training 
to bring about the desired shift in performance/behaviour. & the jobs. become more 
complex, the imponance of employee training also increases. Today inc:reuing orga­
nizations are investing in employee training as a method to faci~tate continuous 
learning, innovation, creativity and particularly managerial cxcdlence . training and 

1 devdopment. Training is as much about employee devdopment ai:id to retain em­
ployee motivation and growth within the firm. 

RATIONALE FOR TRAINING IN ORGANIZATIONS 

Training to the world is not a new thing which was in existence since ancestral times. 
It could be even traced even in the Stone Age when people used to tran.sfcr knowl­
edge through signs. In this fast changing world, use of computen and automatic 
machines has increased and hence the need of training is recognized as one of . the 
most· imponant organizational activity. Training is required to ,be givm to the ~ 
ployees to keep them updated and make them more effective and efficient. All types 
of organizations need to have well trained, skilled and prokssional people to carry 
out multiple activities which are to be performed. In case the existing job occupants 
meet such requirement, then training may not be imponant. But if it is not the· case, 
then training is · very essential to ~ . the skill level; and increase the venatility of 
the employees. Training is also required to keep people adaptable to . changes and 
make them more flexible. 

Meaning of Training 

The term, 'training' indicates any process by which the aptitudes, slw.ls and · abilities 
of employees to perform specific jobs are increased. Usually training and develop­
ment initiative in organizations have the following intentions: 

• To improve skills, 

• To add to the existing knowledge so that the employee is· better equipped 
to do his present job, to inno'Vate. · 

• To prepare him/her for a higher position, growth within ~e organization. 

• Hdp organization cope with / adapt itself to a changing environment. 

Training refers to the teaching/learning activities carried on for the· primary purpose 
of hdping employees in an organization to acquire and apply the knowledge, skilla, 
abilities and attitudes needed by that organization. Broadly speaking. training is the 
act of increasing rhe knowledge and skill of an employee for the benefit of both the 
employee as well as the firm. 



Training is a shon term process entailing a systematic and organized procedure by 
which non- managerial personnel acquire technical knowledge and skills for a definite 
purpose. 

a) According to FJmer. H. Bunck and Rohen D Smith, 

"'Training is planned, organiud and controlled activity designed to express 
some aspect of present job performance. Training is skill oriented and it is 
wually intended for the shon run welfare of the company. Training is also 
a key ingredient in the motivation of individuals. An untrained, unskilled 
employee feels very insecure lacking the self confidence necessary for comfon­
able group relations." 

b) According , to Pro£ Milkovich and PrQ£ Boudreau, 

"Training is a systematic process of changing the behavior, · knowledge, and/ 
or motivation of present employees to improve the match between employee 
charae:teristics and employment requirements." 

In other words, training is a systematic learning process which helps in improving 
changes, ·moulds the employee's knowledge, skills, behavior, and aptitude towards 
ihe requirement of the job and organi7.ation. It is a function which boosts up the 
morale and motivates the workforce to perform efficiently and effectively. Training 
involves acquisition of skills, concepts, rules, procedures and techniques in order to 
uplift the · value of the employees as well as the organization as a whole. Training 
helps in attaining productive and skillful employees. 

FEATURES OF TRAINING 

1. Increasing knowledge and skills for doing a job. 

2. Bridges the gap between job needs and employee skills, knowledge and 
behavior. -

3. Job- oriented process, vocational in nature. ' 

4. Shon- term activity, designed essentially for operatives. 

OBJEqtyES OF TRAINING 
The chief aim of learning for the manager is to increase his ability to learn from 
experience. The second aim is to increase his ability to help his subordinates learn 
&om c:xpcrience. According to Douglas McGregor, there are three different purposes 
of learning. 

1. Acquiring Intellectual / job-related Knowledge: An electrical engineer may 
need more knowledge than he now possesses about circuit design. A new 
employee may require knowledge about company policies. A shop floor 
employee may need to be made aware of information about the new perfor­
mance appraisal or compensation policy or changes to it. The acquisition of 
knowledge therefore is a fairly straight-forward process provided the indi­
vidual wants the new knowledge. However, if he does not want the knowl­
edge, there is little doubt that training will fail. Creating a self-driven need 
for knowledge is fundamental to employee learning. 

2. .Acquiring Manual Skills: The acquisition of a manual skill requires practice 
or -experience along with feedback. While learning can happen in a isolated 
self-learning mode, it can be significantly speeded up by guidance and theo­
retical knowledge impaned by experts. The end objective remains that the 
employee be able to execute the skill effectively back on the job. Learning 
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is enhanced when the employee receives clear feedback which tells him about 
the success of his efforts. The necessary effon will be expanded only if there 
is a fdt-necd on the pan of the learner. 

3. Acquiring Managerial Skills: Much of a manager's work is managing people 
and solving problems. These include organizing his own and his team 
member's work activities, and planning for a wide range of other decision­
making responsibilities. These arc skills include diagnosing problems, inter­
preting relevant data, assessing alternative solutions and getting feedback 
concerning the effectiveness of the solution. These skills can be improved 
through classroom training. 

As with any skill, practice and feedback are essential for ]earning. The most widely 
used classroom method for improving the problem-solving skills is the case method. 
In the hands of a skilful teacher, it can be highly effective. 

IMPORTANCE OF TRAINING 
1. Reduction in coat of production: - Through training employees become 

efficient in their work and hence they make the maximum utilization of 
resources available to them. 

2. Minimum possibility of accidents:- Trained workers arc aware of the meth­
ods and procedures to carry out their work efficiently. Therefore, training 
reduces the possibility of accidents. 

3. High morale:- Training helps in raising the morale of the employees in two 
ways. Firstly, trained employees understand their work process and do it 
efficiently. Secondly, due to efficient performance they give better perfor­
mance and hence get rewards for the same. 

4. Minimum need of supervision:- By training workers get to know their work 
procedure and thus do their work themselves efficiently. This reduces the 
need of supervision. 

Difference between .Education and Training 

1 . Meaning: Training and education are both different facets of learning. Train­
ing is concerned with the teaching of specific, factual, subject matter and 
skills. It is a formal classroom learning activities. Dcvdopment is concerned 
with a broader subject matter of a conceptual or theoretical nature and the 
dcvdopment of personal attitudes. It comprises all learning experiences, both 
on and off the job, including formal, classroom training. Education, prima­
rily, involves the presentation of material by the faculty to students who are 
learning about the subject matter. The material being studied is fundamen­
tally well known material. Those activities known as teaching and training 
are included in this category. Leaming is the process of acquiring knowledge 
or skill through study, experience or teaching. It is a process that depends 
on experience and leads to long-term changes in behavior potential. Behavior 
potential describes the possible behavior of an individual in a given situation 
in order to achieve a goal. 

Methodology: Training - is usually done through specialized courses and 
textbooks. The learning can often be done by rote and textbooks arc very 
prescriptive. Training generally comes in a course; when the course is com­
pleted, the training is done. Education - is a lifelong process. Most educa­
tional learning is done through real books, rather than textbooks. The learner 
is encouraged to think and write about what he is reading. Any point is open 



to discussion and the only right answers are those that can be found in the 
text. 

3. Need: Training is a needs driven process that is typically directed to the 
learner by an organiz.ation. The needs for training are usually driven by an 
organil:ation and not by the learner. The organi7.ation identifies a siniation 
where the learner is required to attain new skills or behaviors supporting 
s~. The training is usually focused specifi~y on what has been identified 
as a gap or an opponunity for the organization to assist in the development 
of the learner, involving less theory, the training objectives focus on skills 
which the learner is required to lea.J'!l. The needs and performance objecrjves 
of training are related to completing tasks or doing a specific job or learning 
speci£c skills within an organizational setting. 

Education is also a needs driven process. The needs for education are self­
directed by the learner differing from· training where the organil:ation directs 
the learning. The needs for education can be described as an intrinsic need 
of the learner, where the l~er wants to learn for their own perspective . . 
Education encompasses many areas including skill development. Through 
education the learner is provided with theory, information and the critical 
thinking skills. Education helps the learner to build problem solving skills. 
The objective of educational classes or of self-education is usually to gain 
knowledge about facts, events, principles, concepts. 

In most classes the student is required to demonstrate the memorization of 
facts and the association between concepts. In other classes, they must apply 
rules to solve problems. Testing concerns memorization and understanding, 
plus perhaps analytic and problem solving skills. 

Summary: 

I . Education focuses on creating lifelong independent thinkers whereas training 
focuses on skills sought after by employers. 

2. Training has its roots in the guild system while education's origins lie in 
universities. 

3. Training uses textbooks and prescriptive methods. 

4. In today's universities highly specialized areas of training are being passed off 
as education. 

DETERMINING TRAINING NEEDS 

Training is an integral activity of management development process. Before conduct­
ing the actual training program, it is essential to analyze the training needs. Training 
needs identification is done on the basis of the organizational goals and objectives. 
Training need assessment diagnoses the present problems and the future challenges 
to be met. It involves identification of those areas where the employee lacks to deliver 
the best out of him. Training needs analysis hdps in determining whether suitable 
resources required are available or not. This analysis highlights the areas and occa­
sions where training is required. The need to train is felt in organization where there 
is a performance gap. 

Performance gap is · the difference between present level of performance and required 
levd of performance: 
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McGhcc and Thayal have proposed a model of training needs identification which 
comprises of mainly three components:-

1 . Ot:gaoi:r.ariooal analysis: - organizational analysis focuses on a comprehensive 
analysis of organi:r.ational needs, goals, processes and procedures. The main 
focus of this analysis is on strategic planning of the organization. While 
organizing the organizational need, there are two aspects to taken care 0£ 
Fmt, i:s the atemal environment and second is internal environment. Exter­
nal environment comprise of variow opponunities and threats where as 
internal environment constitutes 'strengths and weaknesses. Through SWOT 
analysis, weaknesses can be dealt with training interventions; while strengths 
can be further strengthened with continues training. 

2. Task analysia: - It is also known as operational analysis. It involves systematic 
and detailed analysis of the job P.rofile assigned to people. The analyst col­
lects the information as to whether the job assigned to the employees is 
undemood to them or not. In task analysis, training needs are analyzed 
through the nature of job and its requirements. In today's scenario, jobs ·are 
dynamic in nature. Hence it · is the duty of the analyst to assess regularly 
both the job duties and the employee's performance. 

3. Individual a.nalyais: - The most complicated analysis among all three analyses 
is the individual analysis. It is also called Man analysis. It is more compli­
cated because of uncertainty in the behavior of human beings. While iden­
tifying the training needs, every single employee has to be focused. It has to 
be checked that all workforce delivers the required level of performance on 
proper time with available resources. The judging aspects are skills, abilities, 
aptitude, and knowledge of the employees. 

Facton indicating tnining needs 

1. Training has been neceaitated due to increased use of technology in variow 
aspects of production, distribution, marketing, etc. 

2. Training needs arise when there is new recruitment to cope with growth 
situations 

3. For reducing grievances and minimizing accident rate. 

4. To improve efficiently and productivity. 

5. Training need arise when new product lines are introduced, or changes have 
been brought about in the product design, volume of the business, etc. 

Orientation: induction or orientation training is for comfoning the new recruits 
to put them at ease and making them aware of everything about work job 
organi:r.ation structure norms, values, rules and regulation and technique re­
quired. 

2. · JIT job imtruction training: JIT is given to employees for giving them necessary 
instruction about new technology of job. 

3. Refrahcr Tnining: This kind of training is given to accommodate rapid change 
in technological knowhow and new invention in form of shon term courses or 
training programmes. 



4. Apprenticeship Training: Herc some apprentices spend a prescribed time of 
working with an expert & experienced worker. as trainee. 

5. · Vestibule Training: It is mining offered on aaua1 equipment used · on job but 
conducted away from actual work. 

PROCESS OF TRAINING 

. ' 

strategies 

E.nablishment of training 
goals 

Designing of training goals 

Implementation of training 
program 

Evaluation of results 

Let us discuss all the points in detail now.-

I . O~onational objective, and strategies: - The first step in training proc:as 
in an organizational is to identify the organizational objectives and strategies. 
What company is dealing in? Where we arc? What level we have to achieve? 
Where the company wants to be in future? After analyzing all such related 
questions and finding the most optimal solution, the organization would be 
able to identify the strengths and weaknesses of .its human resource. • 

2. Aaeament of training needs: - Assessment of training needs means identi­
fication · of those areas where the employee lades to deliver the best out of 
him. It helps in determining whether suitable resources required arc avajlable 
or not. 

3. F.atabliabing training goala: - After the assessment of training needs, training 
goals must be determined. Goals arc required to conduct cffcctiye training 
schedule and its implementation. 

4. Designing training and dewlopment programs:- Training program addresses 
following issues-

IIUMAN RESOURCE 
TRAINING& 

DEVEWPMENT 

NOTES 



Human Resource 
Managemenl 

NOTES 

Selfl"""'cdo1111l 11.-W 

94 

i. Who will par_ticipate in program? 

11. Who are the trainees? 

111 • . What methods and techniques are to be used for training? 

1v. What should be the level of training? 

v. Where will the program be conducted? 

5. Implementation of the training program:- Once the training program has 
been designed, it needs to be implemented. There are two things which 
should be always be kept in mind while implementing the training program. 
First is that managers should be action oriented and take all kind of training 
efforts. Secondly, effective trainers should be available for conducting the 
training program. 

· 6. Evaluation of remits: - The last stage is th-e evaluation of results. & so much 
money js spent on training and development program, the results should be 
correctly evaluated. 

METHODS OF TRAINING 

Traiping methods are specified techniques for attaining the desired training goals. 
Different types of training methods are used in different organizations. In · recent 
times; many new training methodologies are developed so as to meet specific needs. 
Every method has certain structured training procedure which offers relative . advan­
tages in developing the quality of trainees. While adopting a particular method, one 
has to take following factors into consideration: 

1 . Nature of problem areas: The choice of training method depends upon the 
task to be done or the manner in which people interact with each other i.e. 
the problem may be either an operational problem or human rda:tion prob­
lem. 

2. Levd of trainees in the organizational hierarchy: Training method also de­
pends upon the level of participants. If an employee belongs to worker class 
then the training method would be according to it. · 

3. Method's ability to hold and arouse the interest of trainees- during the 
training period: A trainer also has to consider alternative methods of present­
ing training material to participants from the point of view of their ability · 
to stimulate interest and facilitate retention of the matter. 

4. Availability of competent trainers: A training method is as effective as the 
ability of the trainer. Therefore, before undertaking a training programme, a 
competent trainer to conduct the training programme, has to be identified. 

5. Availability of finance: While selecting a training method, one must pre­
determine its relative cost and finance. To make a training programme effec­
tive, adequate finance is required. 

6 . Availability of time: Training cannot be conducted in a hurry. Organization 
must select its training method as per the available time and resources. 

On the job · training method 

This method is most frequently used in small organizations. This method uses more 
knowledgeable, experienced and skilled employees so as to render effective training 
to their juniors. This type of training is delivered quite often at workplace in an 
informal manner. However it can be transferred in classroom also. 



Some characteristics of On the job Training method are:-

1 . It is d.one with no formal procedure. 

2. Training programme is not well planned. 

3. Trainers are selected on the basis of their expertise. 

There are four techniques of On the job Training method: 

1 . Coaching Method: Coaching method is considered as a corrective method for 
inadequate performance. According to a survey conducted by International 
coach federation (ICF), more than 4000 companies are using coaches for 
their executives . 

.Advantages of coaching: 

a) It is highly economical 

b) It is suitable for the companies where there are employees/trainees are 
large in numbers. 

Disadvantages of coaching: 

a) There is no formal and tested mining programme hence it might leads 
to haphazard instruction. 

b) Through this method skills might not develop fully 

2. Job rotation: - in job rotation, management minces are made to move from 
one. job to another at certain intervals. The main purpose is to broaden the 
knowledge of the trainees. This also leads the minces to gain experience 
concerning skills and knowledge. 

3. Mentoring: It is a continuous relationship that is developed between a senior 
and a junior employee. Mentoring helps in rendering guidance and dear I 
vision to the employees so that organization does not deviate from its original 
mission. lt basically focuses on attitudinal development and is generally 
conducted for management fevel employees. 

4. JIT- Job instruction training: This method is also known as 'training through 
step by step learning' as all necessary steps in the job are listed. These steps 
show 'what' is to be done. Each step has a corresponding 'key points', how 
it is to be done and why. 

Process of job instruction: 

a) Preparation of the trainee for instruction like giving general description 
of job duties. 

b) Presentation of instruction giving essential information in a clear manner. 

c) Having the trainer try out the job. 

d) Encouraging the trainee to ask frequent questions. 

Off the Job training method : 

Under this method of training, the minee is separated from the job situation and 
his attention is focused upon learning the material which relates to his future job 
performance. In this kind of training method, employee is not considered as direct 
productive worker during the training period. It gives a benefit to the worker to get 
away from the work and concentrate on mining only. 

Some of the Off the Job mining methods are:-
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I . Lectures: - It is one of the simplest ways of implying knowledge to the 
trainees, especially when concepts and theories are Wight. This method is 
most suitable when audience is large in number and they are to be trained 
in short span of time. It helps in reducing the cost per trainee to the 
organization. 

2. Conference method: - In conference method of training. a _conference is bdd 
in accordance with an organized agenda. Common problems are discussed 
and all the participants share · their views and experience to reach on appro­
priate solution. This method is ideally suited where the problems and issues 
are to be thoroughly analyzed and examined from different point of views. 

3. Case discussion method: - Under this method, a real or hypothetical sirua­
tion or business problem is presented to the group. Then the members 
tentatively collect their ideas; come out with various altcmarives and arrive 
at the most suitable solution. In this way, they are trained to enhance their 
analytical and problem- solving ability. This method hdps the .trainees to 

become more rational, logical and analytical. 

4. Role playing: - This method was developed by great Venetian psyduatrist, 
Dr. Movano who termed it as "role playing" or "role reversal". The trainees 
act out a given role as given to them for a specific time period. Rdevant to 

their performance in that given role, they are judged and appraised accord-
ingly. 

For example: - If a person is given a role of business devdopmcnt aecutive 
for 5 months, his performance will be measured throughout that period. 
And . according to it, he will either get promotion or demotion. 

Merits of Role- playing: 

I . Interactions are quite often stressed. 

2. Outcome and feedback in known immediately. 

~. Develops skills of applying knowledge in areas of human relations. 

Demerits of role- playing: 

I . Role- playing may not necessarily adhere to the objectives of the 
training programme. The trainees may deviate from the subject being 
discussed and may involve themselves in irrelevant arguments. 

2. It may lead to undesirable behavior of the participants. 

5. T-group training: - This method comprises of audio-visual aids to train the 
employees. It is also known as sensitivity training. This method focusa 
totally on humanistic approach where people get to learn themselves. 

Other Training Methods: 

-LECfURE TRAINING METHOD -

, It is one of the oldest methods of training. This method is used to create understanding 
of a topic or to influence behavior, attitudes through lecture. A lecture can be in printed 
or oral form. Lecture is telling someone about something. Lecture is given to cnhancc 
the knowledge of listener or to give him the theoretical aspect of a topic. Training is 
basically incomplete without lecture. When the trainer begins the training session by 
telling the aim, goal, agenda, processes, or methods that will be used in training dw 
means the trainer is using the lecture method. It is difficult to imagine training with-



out lecrure format. There arc some variations in Lecture method. The variation here 
means that some forms of lectures arc interactive while some arc not. 

/ 

A good lecture consists of introduction of the topic, purpose of the lecture, and priori-
ties and preferences of the order in which the topic will be covered. 

DEMONSTRATION TRAINING METHOD 

This method is a visual display of how something works or how to do something. As an 
cumplc, trainer shows the trainees how to .perform or how to do the tasks of the job. In 
order to be more dttctivc, demonstration method should be should be accompanied 
by the discussion or lecrure method. · 

To carry out an dfcctivc demonstration, a trainer first prepares the l~on plan by breaking 
the wk to be performed into smaller modules, easily learned parts. Then, the trainer 
sequentially organ.ius those modules and prepares an explanation for why that pan is 
required. While performing the demonstration, trainer: 

• Dc,nonstratcs the task by describing how to do, while doing 

• Helps the focusing their attention on critical aspects of the task 

• Tells the trainees what you will be doing so they understand what you will be 
showing them 

• Explains why it should 6c carried out in that way 

The diffi:rena: between the lecture method and the demonstration method is the level 
of involvement of the trainee. In the lecture method, the more the trainee is involved, 
the moR learning will occur. 

· The financial costs • that occur in the dcmonatration method arc as follows: 

• C.OSt of training facility for the program 

• Cost of materials that facilitate training 

• Food. travel, lodging for the trainees and the trainers 

• Compensation of time spent in training to trainers and trainees 

• . Cost related to a-eating content, material 

. • Cost related to the organiw:ion of the training 

After completing the demonstration the trainer provide feedback, both positive and or 
negative, give the trainee the opportunity to do the task and describe what he is doing 
and why; 

Management by Objectift: 

The CDnccpt of 'Managancnt by Objc:c:tMs' (MBO) was first given by Peter Drucker in 
1954. It can be defined as a process whereby the employees and the superiors come 
together to identify common goals, the employees set their goals to be achieved, the 
standards to be taken as the criteria for m~urcmcnt of their pcrformana: and contri­
bution and deciding the ooursc of action to be followed. 

1- osn« of MBO is~ pl ##int, choonng cnne of aaums and decision 
,,,.J,i,,g. A,s imJ,orti,nt pt,rt of tbe MBO is the 1llellSIR'ffllet and tbe comparison uf the 
,,,.,"':,a's utul per/o"""1f.Ce with the s""""'1.rds set. /dully, when employees them­
,._ I,.,,. _,, m"°"1etl wid, the p.J seltmK MUI the choonng the course of actum to be 
ji,l/tnwtl l,y then,. they MW_ more JiJ,Jy to fiJfiJl their ~-
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The principle behind Management by Objectives (MBO) is to create empowered em­
ployees who have clarity of the roles and responsibilities expected from them, uoder­
stand their objectives to be achiC\'.ed and thus hdp in the achievement of organizational 
as well as personal goals. 

Some of the important features and advantages of MBO are: 

• · Clarity of goals - With MBO, came the concept of SMART goals i.e. goals 
that are: 

Specific 
Measurable 
Achievable 

Realistic, and 

Tune bound. 

• · The goals thus set are dear, motivating and there is a linkage between organi­
zational goals ar.d perfurmance targets of the employees. 

• The focus is on furure rather than on past. Goals and standards are set for the 
performance for the future with periodic reviews and feedback. 

• M:>tivatfon - Involving employees in the whole process of goal setting and 
increasing employee empowerment increases employee job satisfaction and 
commitment. 

• Better communication and Coordination - Frequent reviews and interactions 
between superiors and subordinates helps to maintain harmonious relation­
ships within the enterprise and also solve many problems faced during the 
period. 



ASSESSMENT CENTER: 

The assessment center method involves multiple evaluation techniques, including yari­

ous types of job-related simulations, and sometimes interviews and psychological tests. 
Common job simulations used in assessment centers are: 

• in-basket exercises 

• group discussions 

• simulations of interviews with "subordinates" or "clients" 

• fact-finding exercises 

• analysis/decision-making problems 

• oral presentation exercises 

• written communication exercises 

· Simulations are designed to bring out behavior rdevant to the most important aspects 
of the position or levd for which the a.ssessees are being considered. Known.as "dimen­
sions" (or competencies), these aspects of the job are identified prior to the assessment 
center by analyzing the target position. A job analysis procedure identifies the behav­
iors, motivations, and types of knowledge that are critical for success in the target 
position. During assessment, the job simulations bring out assessees' behavior or knowl­
edge in the target dimensions. 

A traditional assessment center involves six participants and lasts from one to three · 
days. As participants work through the simulations, they are observed by assessors 
(usually three line managers) who are trained to observe and evaluate behavior and 
knowledge level. Assessors observe different participants in each simulation and take 
notes on special observation forms. After participants h:.ve compieted their simula­
tions, assessors spend one or more days sharing their observations and agreeing on 
evaluations. If used, test and interview data are integrated into the decisi.:i.r.-maki.-.g 
process. The assessors' final assessment contained in a written report, details partici­
pants' strengths and development needs, and may evaluate thefr overall potential for 
success in the target position if that is the purpose of the center. 

Perhaps the most important feature of the assessment center method is that it relates 
not to current job performance, but to future performance. By observing how a partici­
pant handles the problems and challenges of the target job or job level (as simulated in 
the exercises), assessors get a valid picture of how that person would perform in the 
target position. This is especially useful when assessing individuals who hold jobs that 
don't offer them an opportunity to exhibit behavior related to the targr~ position or 
level. This is often the case with individuals who aspire to management positions but 
presently hold positions that don't give them an opportunity to exhibit management­
rdated behavior on the job. 

In addition to improved accuracy in diagnosis and selection, the organization that 
operates an assessment center enjoys a number of indirect benefits. Candidates accept 
the fairness and accuracy of promotion decisions more readily and have a better under­
standing of job requirements. Training managers to be assessors increases their skills in 
many other managerial tasks, such as handling performance appraisals and conducting 
coaching and feedback discussions. 

ICEBREAKING TECHNIQUES OF TRAINING 

Icebreaking techniques are used in_ uaining programmes, especially at the beginning, 
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in order to promote interaction among participants and resource persons. Icebrcaking 
is also useful for reducing shyness and lack of confidence among participants. If success­
fully applied, icebreaking can make participants mo.re enthusiastic and willing to take 
pan in the training activities. Iccbreaking can provide amusement, relieve boredom, 
reduce tension and stimulate creative thinking. When we select icebreaking activities 
we should consider those that ensure physical movement and/or mental exercise. De­
pending on circumstances, we can organize activities that require the involvement of 
participants as a group or their participation as individuals. 

EVALUATION OF TRAINING METHODS -

Evaluation means appraisal or assessment. From training point of view, It 1s an 
activity which assesses as to whether the goals or objectives were met and the impact 
of training had on actual performance of the job or in the organization. The objective 
of training evaluation · is to determine the ability of the participants in the training 
programme to perform jobs for which they were trained. 

Purpose of ewluation of training: 

1) To determine success in accomplishing programme objectives: - There is 
always a objective behind every ttaining programme. Thus, by evaluation · of 
training, the organization may determine if the objectives have been met or 
not. 

2) To identify the adv.mtages and disadvantages of training pl'OCCII: - One of 
the most important reasons for evaluation is to determine effectiveness of an 
HRD programme's various elements and activities. Each component of train­
ing programme makes a difference in training effort and hence it should be 
carefully evaluated. 

3) To decide who should participate in future programmes: - Evaluation helps 
in providing knowledge to trainers that who arc prospective participants and 
if they should be involved in the programme further or not. 

4) To test the clarity and validity of teats, cues and eurcises: - Evaluations 
sometimes serves as a testing and validating instrument. Interactive activities 
like case studies and tests used in the learning process must be relevant. 

5) To compaR the costs to the benefits of a training programme: - The evalu­
ation compares training programme to its usefulness or value, measured in 
terms of monetary benefits. 

6) To determine if the programme was the appropriate solution fur the specific 
needs: - An evaluation may give insight into whether or not training 
programme was appropriate and possibly even point the management to­
wards source of the problem. 

1 Bases of Evaluation: 
I 

1) Production factors: In operative training, the prime measure of worth is 
productivity. It should be looked upon that unit time and unit cost of 
production has dccrcascd or not. 

2) General observations: The immediate supervisor is often a good judge of the 
skill level of his sub-ordinates. He observes that how efficiently the trainees 
apply the acquired skill and knowledge to the job. 

3) Performance tests: successful accomplishment of goals would indicate sue-



cessfu1 training. The true test is to analyze that the knowledge acquired in 
training is successfully transferred and applied to the job or not. 

METHODS OF EVALUATION 

. 1. One method is taking interviews through structwed questionnaire from the 
immediate supervisors of the trainees for obtaining feedback on training. 

2. Another method is the use of experimental and control groups. In this 
method, two groups are randomly selected, of which, one receives training 
(experimental) and the other does not (control). Relevant indicators of sue­

. ccss are identified for measurement before and after the training. If results 
shown by experimental group are significantly greater than those of the 
control groups, then the training is considered as successful. 

3. 'Pre' and 'post' tests can be administered to the trainees and the results can 
be compared to know the impact of training. 

PLANNING FOR TRAINING AND DEVELOPMENT 

Planning in training and development is as imponant as in any other form of 
performing services, tasks and other actions. If in case, planning plays little or no role 
in training then it would lead to confusion for both trainer and training credibility 
with the learners and their managers. Planning does not necessarily guarantee fully 
effi:ctive training but it is more likely to produce an effective, enjoyable and credible 
training programme. 

For planning the training and devdopmeot programme, we must concentrate on the 
following issues: 

• Who are the trainees? 

• Who are the trainers? 

• What should be the levd of training? 

• What would be the venue of training? 

Who aff the Trainees? 

All the trainees must be sdected on the basis of sdf-nomination, recommendation 
of supervisors or by human resource devdopment depanment itself whatever be the 
basis. 

Who aie the Trainers? 

Following persons can be considered as effective trainers: 

I . Immediate supervisors 

2. Co-workers 

3. Members of Personnd staff 
4. Specialists in other depamnent of the company 

5. Outside consultants 

6. Faculty members at universities 

What should be the level of Training? 

Training to the employees is ddivered at three levds: 

a) At the lowest levd, fundamental knowledge is transferred to the potential · 
employee. This means developing a basic undemanding about a particular 
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field. 

b) The middle level is concerned with skill development and acquiring the 
ability to perform a particular skill area. 

c) The highest level aims at increasing proficiency. This involves acquiring ex-
perience and expertise about a specific aspect. 

What would be the venue of training? 

The final decision in planning for the training and development is about the place 
of conduct of training programme. The decision may include the following choices: 

a) At the job itsel£ 

b) On site but not on job, like a training centre. 

c) Off the site, such as a university. 

Principles for designing training programme 

"What I hear, I forget; what I see, I remember and lYhat I do, I understand" 

Confucius, 451 B.C 

, 1 . Training objectives : Every firm must conduct its training programme in 
tune with the organizational objectives and training goals. 

2. Basis of training : The second question arises that who should be selected for 
the training programme and who should not. Every firm wants to develop 
its human resources effectively, though all the employees cannot be trained. 
So it is essential to decide the basis of training programme. 

3. Cost of Training : There are two types of cost bone by the organization while 
imparting training to the employees. Direct cost is incurred in the form of 
resource personnel for training; cost of training materials, etc. Indirect cost 
is incurred in the form ·of loss of production during training period. There­
fore, while preparing the budget of training, both the aspects should be 
taken into consideration. 

4. Resource Personnel : This is related to the fact that who will impart the 
training; whether they will be drawn from the organization or taken from 
outside. 

5. Training Metbocis : Proper care should be taken while selecting the training 
method. 

ORGANIZING THE TRAINING DEPARTMENT 
. 

Organizing refers to the process of bringing physical, financial and human resources 
and establishing productive relations among them for achievements of the specific 
goals. Manager's role is to see that the right people are at the right place at the right 
time to perform the right wk. In addition, managers must ensure availability of 
required physical materials that allow employees to do their work. They must make 

1 

sure that the necessary tools required to perform the job arc available, the physical 
space where the work is to be done is adequate, and that the output of one work­
group is ~vailable as input for the another work-group when the group is ready. 

Process of Organizing the Training department 

The process of organizing may be described as the managerial function of training 
:!epartment. It consists of making rational division of work into groups of activities. 
The process goes through the series of steps which are as follows: 



Detcrminarr.>11 of (~,jecrivn 

Enumeration of acriv irks 

G rnuping activicics 

Allocation of fixnl rt-sponsihilicy 
· to definite purpose 

Ddcgarion ofamhoricy 

Co-ordin.1cioo 

1 ) Determination of objectives : This is the first step of organizing the 
training depamnent where it is decided that why the proposed depart­
ment had been set up and therefore, what will be the nature of work to 
be accomplished by the training depanment. 

2) Enumeration of activities : The entire job is sub-divided into essential 
activities like: 

a) Collecting training material 

b) Finding the suitable location and make it available at proper 
time 

c) .Assembling proper trainers and trainees 

d) Selecting the most optimal training method 

c) Evaluation of training program 

f) Feedback 

3) Grouping activities : The closely related and similar activities arc grouped 
into further sub depanments. Different criteria are adopted for the purpose 
of dividing and sub-dividing. 

4) Allocation of med respomibility to definite pwpose : Here specific job 
assignments are made to different level managers and trainers for ensur­
ing a desirable level of work performance. 

5) Delegation of authority : Corresponding to the (CSponsibility, authority 
is delegated to the subordinates to enable them to show work perfor­
mance 

6) Co-ordination : It is an integrated function. This is necessary for opti-
mum performance. 

RESPONSIBILITIES IN TRAINING DEPARTMENT 

Senior Management 

Senior managers should be aware of the need and value of the training in achieving 

HUMAN RESOURCE 
TRAINING& 

DEVEWPMENT 

NOTES 

s.lJ-J-,,.,dlat,I M,,,.,,_ 
113 



Human Resource 
Management 

NOTES 

Sdflutnu:lioul MtdmllJ 

1'4 

the organizational goals. They should be involved while taking organizational level 
decisions regarding future changes, · so t;hat they can understand and also communi­
cate it at various levels. They should panicipatc in the training programmes to 
reinforce their commitment, and should keep thcmsdvcs infonncd about the progress 
of training programmes. 

The trainer 

· The trainer would be responsible for collecting necessary pre-programme data re­
garding the knowledge and skills of the trainees and plan the programmes accord­
ingly. He/she would be responsible for · providing training and arranging cesourccs for 
the trainees to suit the objectives of the programme. 

Linc Management 
. ,, 

The responsibility of line manager is to assess the work requirements and identifi­
cation of people for the training. 

The Training manager 

The managcm~nt of training department is the responsibility of training manager. 
His responsibility is basically preparing the programme design ~ co~ultarJon with 
line manager and the trainer. This is helpful in sustaining the interest of trainees in 
the programme. He would also take care of the practical implementation of training 
programme. 

The Trainee 

The main role of trainees is to learn the new skills and knowledge. They should also 
be involved in training evaluation programme · so as to understand · the importance of 
their 9utput. 

Paul Kearns, a consultant at Personnel Works, offers a simple too) fur organizing/ 
cl~ifying training into different categories so , that you can sec how to approach the 
training, and where to focus your efforts and resources. Keams' system uses thn:c 
classifications of training and development activities: 

Must have training 

This is the kind of activity without which you cannot run your b~incss . . H you. do 
not do it, your business would limp along for a while, but would soon fold ~to­

gether. For example, your sales people need to know about what they arc selling. so 
training them to understand existing and new p~oducts. and services is vital. Simi­
larly, people who use computers at work must know how to use them. 

Added value training 

The second classification is the kind of training which will give you an advantage 
over your . competitors. This is an exciting stUff, because it improves performance and 
is focused on what you really want your business to achieve in the future. For 
example, your sales people may be good at their jobs, but providing them with 
training in writing proposals, telephone techniques, communication skills or even 
team working, could improve their performance still further. 

How to do it 

Training and development has undergone a major technological revolution in the last 
few years. Training no longer consists of going on a course or the )ow-tech alternatives 
of watching a video or reading a book. Hence, it is essentially required fur the people 
to know their ex.act work duties and roles. 



STAFFING TIIE TRAINING DEPARTMENT 

The term . staffing refers to the managerial function of hiring and developing the 
required personnel to fill in the various positions in ,the organi7.ations. In · terms of 
training, staffing means acquiring. developing. employing. appraising, remunerating, 
and retaining people so that right type of trainers and mangers are available at right 
positions and at right time in the training d~partment. 

According to McFarland, 'Staffing is the function by which managers build an 
organi7.atlon through the recruitment, selection and development . of individuals as 
capable employees" 

Proc:aa of Scafting in Training department 

Staffing starts with the analysis of manpower requirement and searching the potential 
pcnonnd to fill the various positions in an organization. 

1. Manpower planning : This involves estimation of quantitative needs as well 
as qualitative analysis of the training department with respect to the qualities 

· and characteristics required for performing a job. 

2. lt.eauitment and Selection : Recruiunent means pooling up of candidates for 
suitable profile . required in the training department. Selecting means choos­
ing the most suited to the job requirements keeping in view the job analysis 
information. 

3. Placement : The selected candidate has to be placed on his new job and 
familiarized with his work environment. It refers to the placing the right 
person on right job. 

4. Induction : Induction is concerned with the process of introducing or ori­
enting a. new employee in the organi7.ation or training depanment. 

5. Performance appraisal and career development : This means judging an 
employee's performance over a period of time and providing opponunities to 
employees to devdop their careers and managerial talents. 

CONTROll.ING TRAINING 

Controlling is the process of checking the errors and taking the most corrective action 
so that deviations from standards are minimized and stated goals of the organi7.ation 
an: achieved in the desired manner. Control in management means setting standards, 
measuring actual performance and taking corrective action. 

In respect of training. controlling means to make things happen jn accordance with 
the plans and programmes and rules and procedures laid down. 

Control is the process of comparing .actual performance with established standards, 
for the purpose of taking correct actions. The basic purpose of a well designed control 
system is to ensure that results arc achieved according to plan. It is making some­
thing happen the way it was planned to happen. It involves keeping the organiza­
tional activities and functions on the right track and aligned with plans and goals. 

Aa:ording to Henri Fayol, 

Control of an undertaking consists of seeing that everythi~g is being carriea out in 
accordane( with the plan which has been adopted, the orders which have been given, 
and the principles which have been· laid down. Its object is to point out mistakes 
in order that they may be rectified and prevented from recurring. 
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According to EFL Breach, 

Control is checking current performance against pre-determined standards contained 
in the plans, with a view to ensure adequate progress and satis&ctory performance. 

According to Harold Koontz, 

Controlling .is i:he measurement and correction of performance in order to make sure 
th.at enterprise objectives and the plans devised to attain them are accomplished. 

_Characteristics of Control 

Control is a continuow process: Controlling is continuous process because it keeps 
on going with all of its related processes. Just as the navigator continually takes 
readings to ascertain where he is, related to a planned route, so as the trainer 
continually take readings to assure himself that training procedure or program is on 
correct track. 

Positive force: The primary objective of control is to find where failures are occurring, 
who is responsible for them and ·what should be done about them. It is, thus, a 
positive force, aimed at securing performance. 

Forward looking: Controlling is a forward looking process as it involves examination 
of past events with a view to improves performance in future. 

Un.iftrsal/ Pervasive: Conuol is a primary function of every manager. It has to be 
undertaken at every levd as planning is done in every step towards achieving the goal 
of the organization. 

Dynamic: Control is a dynamic process in the sense th.at it is open to change. It 
means that conuolling is never rigid to a pre-defined procedure. It is highly flexible 
to the changes required by the environment and organization. 

Goal oriented: Control guides activities towards set goals. The primary focus of 
control is on achieving results, checking deviations, if any, and initiating timely 
remedial steps. 

Planning based: Conuol is based on planning. A system of control presupposes the 
existence of certain standards, which · are determined in the process of planning. 
Planning is useful only when there is effective control. Planning without control is 
meaningless. 

Process of controlling the training 



1. . Establishment of standards : The first step in the conuol process is estab­
lishing standards. Standards are the targets against which subsequent perfor­
mance will be compared. They are simple criteria for measuring the perfor­
.mance. They serve as the benchmarks because they specify suitable Jevels of 
performance. These standards must be clearly defined and specific. They 
should never lead to confusion and conflict. For example: If the company 
wants to raise its productivity then it should clearly state its objective with 
relation to a panicular amount of percentage; let us say 10% or 20%. This 

. will help in defining tHe standards very clearly to the employees. 

Standards could be either quantitative or qualitative. 

Quantitative standards are generally expressed in physical or monetary terms. 
Such standards are typically set up in respect of production, finance, sales 
etc. Quantitative standards could be based on time, cost, productivity, or 
revenue. 

Qualitative standards, on the other hand, are based on the level of perfection 
· desired in respect of certain intangible items such as goodwill, employee 

morale, industrial relations, customer satisfaction etc. Such standards are 
difficult to be measured directly and precisely. 

2. Measurement of actual performance : The second step in control process is 
the measurement of actual performance. Here, the actual performance of 
employee is measured against the standards fixed for his job. Where stan­
dards are expressed in numerical terms, measurement does not create prob­
lems For E.g. Production, finance or sales. However, where standards are 
expressed in qualitative terms, measurement becomes difficult. E.g.; in HR, 
Customer Care etc. 

3. Comparison of actual performance with standards : In the third step of 
controJling process, aetual performance is compared with the standards. It 
helps to determine the degree of variation between actual performance and 
the standards. Some variation in the performance can be expected in all the 
activities. It is important at this stage to determine the acceptable range of 
variation. Deviations in excess of this range become significant and receive 
manager's attention. 

4. Taking corrective action : The last and final step in the control process is 
taking corrective action, when required. Corrective steps are initiated by 

1 

managers with a view to rectify the defects in actual performance. Corrective 
action may include a whole range of activities, such as, changing the strategy, 
methodology, rules, compensation practices, redesign of jobs, replacement of 
personnel, reestablishment of budgets and even redefining the standards 
itself. 

~ factors for attaining effective control system of Trajning 

While controlling a training department, there are several key factors to be remem­
bered: · 

1 Know the objectives: This ' involves understanding the m1ss1on statement of 
the company, how the training process works and what methods are offered 
to trainers. Every new employee needs to understand these basics, and the 
training department is where they first acquire this knowledge. 

2 Keep all . trainers up to date on current programs, procedures, and events 
affecting the company. 
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3 Allow open communication with all membcn of the team: Trainers arc like 
guards when it comes to clevdoping knowledgeable and competent employ­
ees. They often make observations that can help to enhance the overall 
training approach and program. Encouraging trainers to share critiques of 
the current training materials and program, as well as offer suggestions for 
improvement, involves everyone in the task of being successful. 

4 Review training materials n:gu1arly: Things change fut in most of the com­
panies. Training materials and procedures that used to be perfect a couple of 
years ago may have become less effective now. Keeping the materials fresh 
will also make it easier for trainers to maintain a proper flow iri their pre­
sentations. 

5 Encourage feedback on each training session: Some questions like what is 
working and what is not,, what specific issues arose with trainers in the latest 
class, and how were those issues addressed, has to be evaluated correctly and 
timdy. This continual process of evaluating training sessions helps to broaden 
the collective experience of the entire department. 

6 Always assume there is something more to learn: Managers are accountable 
for how a program functions, but they are not supreme. "When a manager 
realizes this and is open to learning from other members of the team, the 
opportunities to cultivate a positive atmosphere with the department are 
greatly enhanced. 

EVALUATION OF TRAINING EFFECTIVENESS 

An objective of training evaluation is to determine the payoff from the training 
investment. It focuses on the improvement of the participant in the training programme 
to perform jobs for which they were trained, what was effective and what was not, 
whether the trainees required any additional on the job training, and the extent of 
training not needed for the participants to meet job requirements. 

There are various approaches to training evaluation. To get a valid measure of training 
effectiveness, the manager should accuratdy assess trainee's job performance two to 

I four months after completion of training. However this focus is not easy to establish 
and track in most organizations. · 

Per Kirkpatrick's study, training effectiveness of outcomes can be measured: 

1) Reaction; Evaluate the trainee's reaction to the programme. Did he like the 
programme? Did he think it worthwhile? 

2) Learning: Did the trainee learn the principles, skills and fact that the super­
visor or the trainer worked them to learn? 

3) Behaviour: Whether the trainee's behaviour on the job changed because of 
the training programme. 

4) Results: What final results have been achieved? Did he learn how to work 
on machine? Did scrap page costs decrease? Was turnover reduced? Are 
production quotas now being met? etc. 

Structured interviews with the immediate supervisor of the trainees are acceptable 
methods for obtaining feedback in training. The supervisor is asked to rate the former 
trainee on job proficiency directly related to the training objectives. Another ap-

1 proach is to involve the use of experimental and control groups. Each group is 
1 randomly selected, one to receive training (experimental) and the other not to receive 

training (control). The random selection helps to assure the formation of groups 



quite similar to each other. Measures are taken of relevant indicators of success (e.g. 
words typed per minute, units of work produced per hour et~) before and after 
training for both groups. If the results shown by . the cxperimcnw group are signifi­
cantly greater than those of the control group, the training can be considered as_ . 
successful. 

Another common method is the longitudinal or time series analysis. A series of 
measurements arc taken before the programme begins and continues during and post 
completion of the programme. The results are then plotted on a graph to ascertain 
changes if any, have occurred artd continue to remain as a result of the training 
investment that was made. In addition, pre-and-post tests arc administered to the 
training groups. Prior to the training, a test related to the training material is 
applied, and the results of this pre-test arc compared with results on the same or 
similar test administered after the programme has been completed. 

WHY TRAINING FAILS 

The following factors have been considered as the main r~ns for &ilure of training 
programmes: 

1) The top management is not committed to training and the benefits of 
training are not dear to them. 

2). The top management hardly rewards Managers for carrying out effective 
training. 

3) The top management rarely plans and budgets systematically for training. 

4) The middle management, without proper incentives from top management, 
does not account for training in production scheduling. 

5) Without proper scheduling from above, first line Managers has difficulty 
production norms if employees are attending training programmes. 

6) Behavioral objectives arc often in precise. 

7) Training external to the employing unit sometimes teaches techniques on 
methods contrary to practices of the participant's organization. 

8) T1mdy information about external programmes may be difficult to obtain. 

9) Trainers provide limited counseling and consulting services to the rest of the 
organization. 

The training programmes can be made effective and successful if the following hints 
arc considered; 

1) Specific training objectives should be outlined on the basis of the type of 
performance required to achieve the specific organizational goals and obj~­
tives. 

2) Attempt should be made to determine whether the trainee has the intelli­
gence, maturity, and motivation to successfully complete the training 
programmes. 

3) The trainee should be helped to see the need for training by making him 
aware of the personal benefits he can achieve through changes in behaviour. 

4) The training programme should be planned so ·that it is related to the 
trainee's previous experiences and background. 

5) Attempts should be made to create organa.ational conditions that arc con .. 
ducive to a good learning environment. 

6) If necessary; a combination of training methods should be selected sothat 
variety is permitted and as · many of the senses as possible are utimcd. 
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7) It should be recogniud that all the trainees do not progress at the same rate. 
Therefore, flexibility should be allowed in judging the rates of progress in 
the training programme. 

8) If possible, the personal involvement or active participation of the trainee 
should be got in the training programme. He should be provided with 
opportunity to practice the newly needed behaviour norms. 

9) As the trainee acquires new knowledge' skills or attitudes and applies them 
in job siruations, he should be significantly rewarded for his efforts. 

10) The trainee should be provided with regulac, constructive feedback concern­
ing his progress in training and implementation of the ·newly acquired abili­
ties. 

11) The trainee should be provided with personal assistance when he encounters 
learning obstacles. 

HUMAN RESOURCE DEVELOPMENT CLIMATE IN INDIA 

Human beings to organizations are like important assets. They are treated as a 
resource contributing towards the overall objectives of the firm. Every organization 
is composed of employees who come from different background and qualifications. 
Hence all of them have to be developed with respect to become successful in the fast 
changing business environment. Organizations can prosper and progress through the 
creative efforts and competencies of their human resource. Thus, human resource 
development requires a lot of attention and consideration. The importance of HRD 
is now universally accepted and recogniud. In India, Human resource management 
has been known from ages. Though it gain its imp·ortance in 1969, when Prof. 
Leonard Nadler introduced the concept of HRD in a conference organized by 
American Society for Training and Development [ASTD]. After that Larson and 
Tw'bo [L&T] was the first private sector company which introduce HRD on the 
recommendations by two consultants - Uday Prateek and T.V Rao from IIMA. 
However, Mr Uday Prateek was later come to be known as Father of HRM. in India. 

Concept of Development: 

The development of the executives or managers has becomes one of the most impor­
tant and complex tasks of personnel management. Tremendous emphasis has been 
given to it since the end of the Second World War and it has been named as the 

, 
1 'management revolution' because a sudden dramatic change took place in the area of 
· the management development. There is recognition that qualified executives needs 

throughout the industry do not just emerge from labor-force without consciously 
planned action on the part of the organizations. 

Executive or management development consists of all activities by which executives 
learn to improve their behavior and performance. 

According to Chhabra, development whether management or organization develop­
ment is the process by which managers acquire not only skills and competencies in 
their present jobs but also capabilities for future managerial tasks of increasing · 
difficulty and scope. 

In shon, development may be defined as; through learning or perception and expe­
rience change in attitude & improve the skills and knowledge. 

"According to Flippo", development is a long-term educational activity of increasing 
the managerial and technical skills, knowledge, of an employee for doing particular 
job 



NATURE OF DEVELOPMENT 

The broad features of management development arc as follows: 

• Educational process: Devdopment is more akin of education than it is . 
too specific training in skills. Thus, only taking a course, attending 
lectures and conferences, job rotation assignments and the like, cannot 
develop manager. The process of learning on an executive's part has to be 
accepted as a discipline of self-education. Management devdopment implies 
devdopment of people of different aptitudes, talents, aspirations, needs 
and motivation. 

• Behavioral change: Devdopment is a planned process of learning and 
growth designed to bring behavioral change in knowledge and behavior 
of the individuals undergoing devdopment program. 

• Self-development: managers devdop themselves by participating in train­
ing courses organu.ed by the organization. They also make use of actual 
job experience in learning new behaviors. The organization can merely 
provide facilities for devdopment. 

• Continuous Process: Devdopment is an ongoing or never ending exercise 
rather than a 'one shot' affair. It continues throughout an executive's 
career because there is no end to learning. It is a long-term process, as 
managerial skills cannot be devdoped overnight. 

OBJECTIVES OF DEVEWPMENT: 

The objectives of devdopment program of any business concern are: 

• To increase the overall knowledge and conceptual and decision-~ skills of 
executives; 

• To improve the performance of managers in their present positions; 

• To ensure a adequate reserve of capable well-trained managers for furore needs; 

• To influence the behavior of the workers through the executives; 

• To introduce change in the organization by devdoping executives into change 
agents or facilitators; 

• To provide opporcunities to the managers for their career advancement; and 

• To prevent obsolescence of executives by providing them opportunities for up-
dating their knowledge and skills. 

TRAINING VERSUS DEVELOPMENT 

According to Dale Yoder" the · use of terms training and development in today's 
employment setting is far more appropriate than training alone since human re­
sources can exhibit their full potential only when the learning process goes far 
beyond the simple routine. 

TRAINING 

Training means learning skills and knowledge for 
the growth of an employee in all 
doing a particular job It increases the job skills 
attitudes 

The term ttaining. is generally used to indicate 
is associated with the overall 
imparting specific skills among operative 

DEVELOPMENT 

Development means 

respects It shapes 

The term development 

growth of the P.XCCU-

HUMAN RESOURCE 
TJWNING& 

DEYEWPMENT 

NOTES 



. Human Resource 
Management 

NOTES 

Sdf-11161nu:lltHMl MtllmM 

112 

tives 
workers and employees 

Training is concerned with maintaining and 
seeks to develop competence 
improving the current job performance Thus 
performance Thus it has a long 

fu:C!Clltive devdopment 

and skills for future 

it has a short term perspective 

Training is job centered in nature . 
centered in nature 

The role of trainer or supervisor is very 
development' The executives 
important in training 
motivated for self devdopment 

TRAINING VERSUS EDUCATION 

term perspective 

Development is career 

All development is 'self 

have to be internally 

According to Carnegie "Training refers to the process of imparting specific skills. 
Education on the other hand is confined to theoretical learning in class roo111$" 

RAINING EDUCATION 

plication oriented Theoretical orientation 

ob experience Classroom learning 

General concepts 

arrow perspective Broad perspective 

To conclude, in order to bring about a distinction, amongn training development 
and education in sharp focus it can be said that training is offered to operatives, 
whereas development programs arc meant for employees in higher position Educa­
tion however is common to all employees their grade notwithstanding. 

Meaning of Human Resource Development 

The term 'Human Resource Development' implies devdopmcnt of qualities, capa­
bilities, and positive work aptitudes of all the people working at all lcvm in ao 
organization. It is so that the performance in present jobs is increased and they 
become prepared to take on increased responsibilities in future. The development of 
human resource is the prime duty of an organiution. 

Definitions of HRD 

a) Leonard Nadler: "HRD is organized learning cxpcricnce in a dc6nite time 
period to increase the possibility of improving job performance and growd.■; · 

b) T. Vcnkateshwara Rao defines HRD in the organizational conten in the 
following words, 

"Human Resource Development is a process by which the employees of an 
organization arc helped in a continuous and planned way to: 

1. Acquire or sharpen capabilities required. to perform various functions 
associated. with their present or cxpcctcd. future roles. 

http:S.y-l~M.mW


· · 2. Develop their general capabilities as individuals and discover and 
exploit their own inner potentials for their own /or organizational 
development process. 

3. Develop an organizational culture in · which superior-subordinate 
relationships, team work and collaboration among subunits are strong 
a,id contribute to the professional well being, motivation and pride 
pf er:nployccs. 

c) American society for Training and development [ASTD] 

•HRD is the integrated use of-

i. Training and development; 

ii. Organizational development; and 

iii. Career development 

to improve individual, group and organizational effectiveness". 

Importance of HRD 

1. HRD hdps in recognizing the skills, qualities, ideas and personality of the 
employees. 

2. HRD helps in motivating the human talent and raising the morale of the 
employees. 

3. HRD sjgnificandy hdps the organization to adopt new r.echniques in order 
to respond to the changes taking place around. 

4. HRD is a proactive and, a supportive function. This is because the organi­
zation helps in assisting the employees to develop their proficiency and 
tCplllicality and realize their potential role. 

0,.1'-ges for HRD in hicliain dim,re 

1. GLJ>:.lnarina: Growing internationalization of business and workforce has its 
impact on HR in terms of problems of unfamiliar laws, languages, practices, 
attitudes, management styles, work ethics and more. HR managers have a 
~ to dA:a1 with more and more heterogeneous functions and more 
jnYQlvcmcn.t in emplo~'s pc,sonal life. 

2. C.Orpo,ate ~ons: Libcralli.ation has led to large scale rcorganiu­
tion of businesses in terms of expansions, mergers and acquisitions, joint 
ventures, take over, and internal restructuring of organizations. In circum­
stances u dynamic and as uncertain as these, it is a challenge to manage 
employees' ami~, uncerainties, insecurities and fears. This fear is mostly 
related to job insecuriJy and new work rulturc. 

3. New O'IP'oiurional Forms: Exposure to international business and practices 
has led to change in the organizational structure and HR policies of the local 
companies. Take for instance; Indian companies were habitual of vertical 
hie,archical structure where there used to be a boss over each employee. 
Sqddenly, Indiin companies have begun to adopt flat hierarchical manage­
ment strueture because of internationalization. But to implement such fun­
damental changes in management philosophy of any company is never easy. 
The challenge for HRM is to cope with the implications of these new 
relations in place of well established hierarµiical relationships that existed 
within the organizations for ages in the past. 
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4. Changing Demographics of Workforce: Changes in workforce are largely 
reflected by large chunk of young blood with different ethics of work among 
old superannuating employees, growing number of women in workforce, 
working mothers, more educated and ~ware workers etc. Thus, changing 
demography of workforce has its own implications for HR managers and a 
true challenge to handle. 

5. Changed Employee Expectations:, With the changes in workforce demo­
graphics, employee expectations and attitudes have also transformed. Tradi­
tional demands like job security, house, and remunerations are not much 
attractive today. Rather, employees are demanding empowerment and equal­
ity with management. Hence, it is a challenge for HRM to redesign the 
profile of workers, and discover new methods of hiring, training, remuner­
ating and motivating employees. 

6. Managing the Managen: Managing the managers is most difficult. These are 
the people who are most movable, attrition rate being highest for the junior 
and middle management level. The challenge of HRM is how to manage 
these people? 

7. Weaker Section's Interests: Another challenge for HRD is to protect the 
interest of weaker sections of society. The dramatic increase of women work­
ers, minorities and other backward communities in the workforce has re­
sulted in the need for organizations to re-examine their policies, practices 
and values. It is a challenge of today's HR managers to sec that these weaker 
sections are employed at their deserving job profiles and arc not discrimi-

. nated on any kind of base. 

8. Contribution to the Success of Organizations: The biggest challenge to an 
HR manager is to make all employees contribute to the success of the 
organization in an ethical and socially responsible way. Because society's well 
being to a large extent depends on its organizations. 

HUMAN RESOURCE DEVELOPMENT PRACTICES IN INDIAN 
INDUSTRIES- TRENDS 

Good HRD practices arc helpful in achieving dcpartmcntai objectives and enhance 
productivity. Some of the common human resource development practices used in 
Indian industries are as follows: 

1. Performance Appraisal 

ln.is is a systematic evaluation of present capabilities of the employees of an 
organization. It is generally done by the superiors. It attempts to find out 
the strengths and weaknesses of the employees. It helps the employees to 
combine their strengths and remove their weaknesses completely. Perfor­
mance appraisal helps the employees to understand the situation where did 
they went wrong~ and where did they face difficulties. It also helps the 
superiors to know ahouc their positive contribution and rewarding them as 
per their input. Consequently, it helps the subordinates to work for more 
difficult tasks and challenges. 

2. Training and empl~ development 

Training is an integral part of HRD. Training helps in identifying and 
developing employees with planned learning basis. Training is a learning 
experience which helps in bringing out desired changes in the employees for 
improving their qualities, capabilities and attitudes. 



3. Organizational development 

Organizational development has taken a renewed importance today. It fo­
cuses its attention on healthy relationships throughout the organization by 
providing changes and binding human potential in the climate of an orga­
nization. Organizational development aims to increase the capabilities for 
long-run effectiveness and self-renovating capacity of an organization. This is 
dQne by improving abilities of employees to overcome the problems such as 
absenteeism, internal conflicts, . low productivity and efficiency. 

4. Career Planning and Development 

Career planning is the process by which an individual selects his career goals 
and the paths to achieve these goals. A career is 'all the jobs that are held 
during one's working life'. While, career development is 'those personnel 
improvements one undertakes to achieve a career plan'. This helps the man­
agement to integrate emp~oyee's needs with organizational needs'. 

5. Performance feedback and coaching 

Normally in · organizations employees fails to recognize their strengths and 
weaknesses. Therefore, organizations appoints human resource development 
department to provide timely ,feedback to the employees regarding theu­
strengths and weaknesses. This let employees to know where they stand at 
their work. A person works better when he knows how he is working; how 
his efforts are contributing to the achievement of organizational objectives. 

6. Motivation and Rewards 

Motivation means act of inspiring people to work in order to accomplish the 
desired goals. Rewards helps in motivating people in two ways. One way is 
by giving monetary payment. And other is by rewarding with promotion or 
transfer. HRD department encourage the employees to acquire skills and 
capabilities so that they become eligible to complete defined objectives in 
desired way. 

7. Employee welfare 

Employee welfare means corporate commitment to express care for the 
employees at all levels. These efforts are taken by management to raise the 
standard of living of employees. There arc proper employee welfare schemes 
or measures in respect of laying equivalent standards for all the employees. 
These schemes help to improve the quality of work life. Such schemes in­
clude canteen facilities, recreation facilities, medical insurance, holidays with 

' . 
pay etc. 

8 . . Quality of work life 

QWL refers to the level of satisfaction, involvement, motivation etc. It is the 
degree to which employees are able to satisfy t:neir personnei ueeJs. It in­
volves commitment. of employees, managed work teams, open lines of com­
munication, co-ordination of work, etc. It also involves participation of 
employees in decision making process. 

9. Human resource information 

A human resource information system is a systematic procedure of collecting, 
storing, maintaining, retrieving and validating certain necessary data needed 
by an organization. This data is related to human resource personnel activi­
ties and their characteristics. This includes information like employees spe­
cial achievements; training programmes attended by them and performance 
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appraisal reports etc. This helps in considering employees for special projects, 
additional training, promotions, or transfers. 

A CASE STUDY 
Case Studies and Success Stories - Training and Development a community resource 

Multilink Community Services Inc was started in 1988 by a small group of migrants 
and refugees who saw a need for English classes and support services for non-English 
speaking e_cople. Multilink became incoq>Qrated in 1989, took on . its first funded 

programme in 1991 and now it ?peratcs 32 programme on a weekly basis across six 

local government areas. The organi7.ation receives funding from local, state and fed­

eral government, but it also owns two businesses - one that provides an interpreting 

and translating service; the other, a series of multicu1rura1 card games for children. 

Of the 330 people who work for Multilink, nearly all of its staff members arc &om 

different cultural backgrounds and none of them are under 40 years of age. Multilink's 

director Lynda Ford is very happy with the results that have been achieved by these 

mature age employees. They are honest, hardworking, loyal, insightful and always 

ready to hdp others,' 4'nda said. They are happy to be working, taking the oppor­

tunities made available to them and they are great resources, providing us with 

cultural and religious knowledge, contacts and language skills.' 

Training for its mature age employees remains one of Multilink's most important 

issues. While English literacy will always be a key concern, Lynda Ford has also 

identified what she calls 'workplace literacy as another area that requires attention. 

'I bdieve that training issues were greater for this culturally diverse workgroup as 
often they need skills, knowledge and experience of Australian systems (education, 

employment, medical, drivers' licences, telephone connections, etc.) and conceptual 

skills to establish their programs, collect data, write reports and liaise with govern­

ment and other organizations.' 
Having identified that there is a great need for it, Multilink encourages and supports 

continuing training for its mature age employees. The organisation informs its staff 
about external training opportunities, and it provides two hours per week study leave 

for full-time employees. Multilink also conducts individual staff appraisals for all staff 
that identify training needs, and the organization has developed a 2005-06 training 

plan that offi:rs a variety of practical and technical sessions to staff. 

Key to success and fulfillment 
Career Keys is a non-profit organization that provides community-based training and 

transition support to young people, parents and socially disadvantaged groups to 
assist them with gaining employment. It is the only organization that is delivering 

1 this type of service in the Logan area. Career Keys is about hdping others to develop 

their confidence, work skills and the ability to fulfill their career goals successfully, 

and most of its programmes are available free of charge. 

Deidre Foreman, the general manager of Career Keys, has a staff of 20 employees -

three quarters of whom are much valued mature age workers. 'I wanted to have a 

balanced workforce and I have put in place ongoing training that has given an 

opportunity for staff to adapt to new skills as needed,' Deidre said. 
Because mature age people do noi: always have the confidence to sell themselves at 
job interviews, Deidre believes that employers need to have skills to elicit informa­

tion from potential employees so that they can see what skills mature age job seekers 
may bring to the workplace. She also has a policy of allowing her staff to work part-



time - an arrangement that requires her staff to share jobs and be multi-skilled. 
Deidre Foreman, Marcella, Mortimer and Elena Meale at Career Keys 
ANZ Bank - Career &tension Programme 
ANZ Bank has implemented a 'Career Extension. Programme which seeks to retain 
mature age workers who are thinking of retiring by giving them access to options 
other than full retirement from work. 
This initiative offers flexibility to mature age staff · members so they can consider 
staying with ANZ beyond the traditional retirement age in a way that w~rks for 
them as well as the business. 
ANZ has a number of options to help mature age employees to rcwess their careers, 
including: 

• part-time work 
• job-sharing . 
• mentoring/coaching roles 
• working from home 
• purchased leave 
• career breaks 
• 'Lifestyle' leave 

ANZ also offers an Alumni programme which keeps the door open to retired em­
ployees and those enjoying a break from the workforce. 
Questions for Case study: 
1) Why training is necessary for an organnation? 
2) What do you learn from this case study? 

' SUMMARY: 
• The term, 'training' indicates any process by which the · aptitudes, skills and 

abilities of employees to perform specific jobs arc increased. 
• Training refers to the teaching/learning activities carried on for the primary 

purpose of helping employees in an organization to acquire and apply the 
knowledge, skills, abilities and attitudes needed by that organization. 

• On the job training method is most frequently used in small organizations. 
This method uses more knowledgeable, experienced and skilled ~mployees so 
as to render effective training to their juniors. 

• Under off the job method of training, the trainee is separated from · the job 
situation and his attention is focused upon learning the material which 
relates to his future job performance. 

• Planning in training and development is as important as in any other form 
of performing services, tasks and other actions. 

• Organizing refers to the process of bringing physical, financial and human 
resources and establishing productive relations among them for achievements 
of the specific goals. 

• The term staffing refers to the managerial function of hiring and developing 
the required personnel to fill in the various positions in the organizations. 

• In terms of training, staffing means acquiring, developing, employing, ap­
praising, remunerating, and retaining people so that right type of trainers 
and mangers are available at right positions and at right time in the training 
department. 

• Controlling is the process of checking the errors and taking the most correc­
tive action so that deviations from standards are minimized and stated goals 
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of the organization are achieved in the desired manner. Conuol in manage­
ment means setting standards, measuring actual performance and ta.king 
corrective action. 

ANSWERS TO 'CHECK YOUR PROGRESS' 
1. Training is a short term process entailing a systematic and organized proce­

dure by which non- managerial personnel acquire technical knowledge and 
skills for a definite pmpose. 

2. Job rotadon: - in job rotation, management trainees are made to move 
from one job to another at certain intervals. The main purpose is to broa&n 
the knowledge of the trainees. 

3. T-group training: - This method comprises of audio-visual aids to train the 
employees. It is also known as sensitivity training. This method focuses 
totally on humanistic approach where people get to learn themselves. 

4. Control is the process of comparing actual performance with established 
standards, for the purpose of taking correct actions. 

5. A human resomce information system is a systematic procedure of collect­
ing, storing, maintaining, retrieving and validating certain necessary data 
needed by an organization. This data is related to hmnan resource personnel 
activities and their characteristics. 

QUFSTIONS: 
1) What do you mean by the term 'Training'? 
2) Why Training is required in organization? 
3) What is the process of Training? 
4) What essential factors should take into consideration for adopting a partiru-

lar method of training? · 
5) What do you mean by On the Job and Off the Job Training Method? 
6) How training methods are evaluated? 
7) What important issues should take into consideration for planning the train-

ing and devdopment programme? 
8) How training department is organized? 
9) What ;.re th.e r~pcnsibilities in Training department? 

10) What is the process of Staffing in Training department? 
11) What do you mean by Controlling? Explain various Characteristics of Con­

trol. 
12) What is the process of conuolling the training? What key factors for attain­

ing effective conuol system of Training? 
13) What is Human Resource Development? Explain importance of HRD. 
I 4) What are the challenges for HRD in Indian climate? 
15) Briefly describe human resource development practices in Indian Indusuies. 

FURTHER READING 
• Human Resomce Management Gary Dessler 

• Human Resource Management: L. M Prasad 



7 Career Planning 
and Succession Planning 

The Chapter Covers : 

■ Career and succession planning 

■ Objectives of Career Planning 

■ Career Planning - The Competency Band Approach 

■ Process of Career Planning and Development 

■ Advantages of Career Planning 

■ Essentials of Effective Career Planning 

■ Succession Planning 

■ Objectives of Succession Planning 

Learning Objectives: 

After going through' this chapter, you should be able to: 

■ Understand career and succession planning. 

■ Discuss how to develop employees for succession planning. 
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CAREER AND SUCCESSION PI.ANNING 

Career planning & succession planning appear to be similar but . not synonymous~ 
Career planning covers all levels of employees where as succession pJanning is gen-

. crally required for higher level executives. Generally, career planning is based on a 
succession plan for higher level executives. A succession plan involves identification 
of vacancies that arc likely to occur in higher levels and locating probable successors. 
Succession planning facilitates continuity of organization. Career planning may co• 
sists of charts showing career paths of different categories of employees showing how 
they can advance up in the organization. But a succession plan consists of a runner . 
up chart o~ succession chart for a particular position such as General Manager. 

Now, let us first try to understand the concept of career development or career 
planning. In this context, three definitions are presented below: 

(i) Career planning and development arc concepts which include all those events 
either happening to or initiated by individuals which affect a person's progress 
on promotion, his/her widening and/or changing employment possibilities 
and acquiring a different and normally higher status, better conditions of 
service or increased satisfaction with the jobs. 

Tiiis definition, revolves round events or occurrences an individual goes through 
during his/her working, period, which take him/her through the hierarchic 
ladder, expand his/her areas of duties and responsibilities lead to pay raise and 
elevate his/her starus. 

(ii) Career planning is a process which enables an organization to meet its current 
and projected manpower requirements, through provision of career oppomi­
nities for its employees. It aims at optimizing the effectiveness of human 
resources of the organization, the through planned development and their 
knowledge, skills and potentialities. 

1nis definition places greater emphasis on the organization and the objcctiva 
which arc accomplished through developing the careers of individuals working 
in it. 

(iii) Career planning refers to planned and system progression of events and dcvd­
opment in the field of work or vocation of individuals during the employable 
periods of their life. ' 

1nis definition seeks to balance the two dimcmions i.e., the objective of the 
organization and the individual ambitions of getting to the top. Career, it cannot be 
forgotten, is intensify particularistic in its , basics, it must relate to an individual 
without whom it loses its relevance. 

Whatever may be the aspects and areas of emphasis, career-development, essentially 
is an integral part of a holistic human resources management of the organization. It 
must concern itself with the growth of both individuals and the organisation. Far, 
as individuals the employees seek their total fulfillments (personal, ego, social and 
economic needs etc.) in the organisation, and organisation in turn fulfils itself, its 
charter of goals, only through its employees. This mutuality thus, represents a 
commonality of concern in the development of career. Individual and organizational 
career are not separate. It becomes their responsibility to auist employees in can:cr 
planning, so that both can satisfy their needs. 



The basic character of career devdopment is futuristic in the sense that its policies 
and programmes arc devoted to tomorrow. It envisions distant horizons i.e. futures 
of the human components of organi7.ation in the context of complemental develop­
ment potentials. It is multidimensional in the sense that broadly all the functions 
of management and multi-tiered aspects of personnel policy and practices from entry , 
in the organisation to the point of separation from it, includi~g, for example, recruit­
ment, probation, training deployment, transfers, promotion, motivation etc. have a 
bearing on career development. Career development is considered to be the 'pivot' 
around which the entire personnel management system revolves, it is the 'hyphen' 
that joins each stage, phase, event of individual's work life, it is the 'buckle' that 
f.utcns an employee to the organization. 

Career planning or development is primarily 'proactive' in the sense that it must 
anticipate and take steps to manipulate future, rather than be overtaken by emerging 
situations. It docs not belong to the realm of 'crisis' management nor is it related to 

more 'maintenance' functions, it is the other name of future management. The 
process involves smooth succession, symbolius systematized continuity and a planned 

· progression with a pre-determined purpose. 

OBJECTIVES OF CAREER PLANNING: 

(1) To encourage individuals to explore and gather information, which enables 
them to synthesize, gain competencies, make decisions, set goals and take 
action. 

(2) To increase employee productivity. 

(3) To prevent job "bum out• and obsolescence. 

(4) To identify personal qualities and events that influence employees' self-con­
cept. 

(5) To identify personal interests, capabilities, strengths and weaknesses and how 
they relate to careers. 

(6) Attract and retain talent by offering careers, not jobs. 

(7) To improve employee morale and motivation. 

(8) To meet the immediate and future human resource needs of the organisation 
on a timdy basis. 

(9) To explore personal value systems of employees and how they relate to 
organisational culture. 

(10) To get an undemanding of the relationship between personality and occupa­
tional goals and how they can be aligned with organizational mission and 
objectives. 

( 11) To foster effective team-building skills. 

(12) To develop respect for the feelings and beliefs of others. 

(13) To rccogni,.c differences in the way people sec the attitudes of others. 

ELEMENTS OF CAREER PLANNING PROGRAMS 

Though programs differ, four distinct clements of career planning programs emerge. 
They include (1) individual assessments of abilities, interests, arcer needs, and goals; 
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(2) organizational ~ments of employee abilities and potential; (3) communica­
tion of information concerning career options and opportunities with the organiza­
tion; and (4) career counseling to set realistic goals and plan for their attain.plent. 
Each of these clements is discussed in greater detail below: 

Individual Assessments 

Individual assessment of abilities, interests, career needs, and goals is basically a 
process of self-exploration and analysis. Individuals are frequently guided by self­
assessment exercises. 

The self-assessment process is basically viewed as an individual responsibility; how­
ever, organizations can aid in this pt'ocess by providing the employee with materials 
and opportunities for self-exploration and analysis. A variety of self-assessment ma­
terials are available commercially, but a number of organizations, including IBM, 
krox, General Motors, and General Electric, have developed tailor-made workbooks 
for employee career planning purposes. Individual career planning exercises can be 

' done independently by employees or in workshops sponsored by the organization. 
Workshops have the advantage of combining a number of career planning clements 
including self-assessment, communication of organizational career and development 
opponunities, and one-on-one counseling to · ensure that career goals are realistic. 

Organmtional Assessments 

A key issue in career counseling sessions is whether an employee's goals are realistic 
in terms of organizational possibilities and organ.izational assessments of employee 
abilities and potential. Accurate assessments of employee abilities and potential are 
imponant to both the organization and the individual. 

Organizations have several sources of information for making assessments of employee 
abilities and potential. First is selection information, including ability tests, assess­
ment center test, interest inventories, and biographical . information such as education 
and work experience. Second is current job history information, including perfor­
mance appraisal information, records of promotions and promotion recommenda­
tions, salary increases, and participation in various training and development pro­
grams. Organizations have traditionally relied on performance appraisal data as the 
primary basis for assessing employee potential. 

Career Information within an Organmtion 

Before realistic goals can be set, . employee need information about career options and 
opportunities. This includes information about possible career directions; possible 
paths of career advancement; and specific job vacancies. In organizations with infor­
mal career planning programs, employees learn about career options and opportuni­
ties from their supervisors within the context of developmental performance appraisal 
interviews. Organizations with more established career planning programs make greater 
use of workbooks, workshops, and even recruiting materials to communicate career 
options and opportunities. Career paths have been defined as logical progressions 
between jobs or from one job to a target position. They can he either · traditional or 
behavioral. 

Traditional career paths are b~ed on past patterns of actual movement by employees. 
They tend to be limited to advancement within a single function or organizational 
unit, such as purchasing, sales, or customer relations. Years of service to the organi­
zation largely determine the rate at which advancement can occur. For example, a 
salesman might expect to advance to the position of account supervisor after .five 



years, to sales supervisor after 10, to district manager after 15, and to regional 
manager after 25 years of service. 

More flexible patterns of employee career movement are described by behavioral 
career paths, which are based on analysis of similarities in job activities and require­
ments. Where similarities exist, jobs can be grouped into job families, or clusters. 
Thus, aH jobs involving similar work activities and levels of required skills and 
abilities form o,ne job cluster, regardless of job title. FoclJSing on job similarities 
across functions and organizational units brings to light new career options for 
employees and greater flexibility for the organization in utilizing its available human 
resources. One organization, for example, was able to shift a number of its sales 
personnel to purchasing positions when sales. declined in one major product line and 
opportunities became available in the purchasing department. This shift was under­
taken when a job analysis showed behavioral similarities between the two previously 
distinct functions. 

Career Counseling 

It is in counseling sessions, typically with supervisors and managers in developmental 
performance appraisal interviews, that most employees explore career goals and op­
ponunities in the organization. Supervisors and managers need accurate assessments 
of employee abilities and potential, as well as information about career options and 
opportunities in the organization. HR professionals may be involved in some infor­
mal career counseling activities, but basically their role is to support career counsel- , 
ing activities of supervisors and managers. This means providing supervisors and 1 

managers with needed information as well as with the necessary training to function 
effectively as counselors. 

CAREER PLANNING - THE COMPETENCY BAND APPROACH 

It is possible to define career progression in terms of the competencies required by 
individuals to carry out work at progressive levels of responsibility or contribution. 
These levels can be described as competency bands. 

Competencies would be defined as the attributes and behavioral characteristics needed , 
to perform effectively at each discrete level in a job or career family. The number of 
levels. would vary according to the range of competencies required in a particular job 
family. For each band, the experience and training needed to achieve the competency 
levd would be defined. 

These definitions would provide a career map incorporating 'aiming points' . for in­
dividuals, who would be made aware of the competency levels they must reach in 
order to achieve progress in their careers. This would help them to plan their own 
devdopment, although support and guidance should be provided by their managers, 
and HR specialists. The provision of additional experience and training could be 
arranged as appropriate, but it would be important to clarify what individual em­
ployees need to do for themselves if they want to progress within the organization. 

The advantage of this approach is that people are provided with aiming points and 
an understanding of what they need to do to reach them. One of the major causes 
of frustration and job dissatisfaction is the absence of this information. 

A competency band career development approach can be linked to aiming points: 

1. Competence band 1 definition Basic training and experience 

2. Competence band 2 definition Continuation of medium training and expe-
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3. Competence band 3 definition Continuation of advanced training and expe­
rience 

Carecr planning u for core people u well u high-ftycn: The philosophy upon which 
career plans arc based refers not only to advancing careers to meet organizational and 
individual requirements. but also the need to .maximiu the potential of the people 
in the organization in terms of productivity and satisfaction under conditions of 
change, when development docs not necessarily mean promotion. 

Career planning is for individual, aa well u the organnation: Career planning pl'Q­
ccdures are always based on what the organization needs. But they have to recogniu 
,that organizational needs will not be satisfied if individual needs are neglected. 
Career planning has to be concerned with the management of diversity. 

Career p.lam must therefore recognize that: 

• members of the organization should receive recognition as individuals with 
unique needs, wants, and abilities; 

• individuals are more motivated by an organization that responds to their 
aspirations and needs; 

• individuals can grow, change and seek new directions if they are given the 
right oppommitics, enco~cment and guidance 

CAREER PLANNING TECHNIQUFS: 

Career planning uses all the information generated by the succession plans, perfor­
mance, and potential assessments and self assessments to develop programs and 
procedures which are designed to implement career management policies, achieve 
succession planning objectives and generally improve motivation, commiunent and 
performance. The procedures used are those concerned with: 

• personal development planning 

• training and management development 

• mentoring 

• career counseling 

In addition, career planning procedures may cater fur the rising stars by 'fast nack­
ing' them, that is, deliberately accelerating promotion and giving them opponunities 
to display and enlarge their talents. But these procedures should pay just as much, 
if not more, attention to those managers who are following the middle route of 

· steady, albeit unspectacular, progression. 

PROCESS OF CAREER PLANNING AND DEVELOPMENT: 

· Career planning is the key process in career management. It uses all the informa.tion 
provided by the organization's assessments of requirements, the assessments of per­
formance and potential and the management succession plans, and translates it in 
the form of individual career development programs and general arrangements for 

, management development, career counseling, mentoring and management training. 

The following are the steps in Career Planning and Development: 

1 . Analysis of individual skills, knowledge, abilities, aptitudes etc. 

2. Analysis of career opponunitics both within and outside the organiza­
tion. 



3. Analysis of career demands on the incumbent in terms of skills, knowl­
edge, abilities, aptitude etc., and in terms of qualifications, experience · 
and training received etc. 

4. Relating specific jobs to· different career opportunities. 

5. &tablishing realistic goals both shon-term and long-term. 

6. Formulating career strategy covering areas of change and adjusanent. 

7. Preparing and implementing action plan including acquiring resources 
for achieving goals. 

STEPS INVOLVED IN CAREER DEVELOPMENT SYSTEM: . 

There are four steps in establishing a career development system. They are: 

I . Needs: Defining the present system i.e. chis step involves in the conducting 
a needs assessment as in a training programme. 

2. Vuion: The needs of the career system must be linked with the interven­
tions. An ideal career development system known as the vision links the 
needs with the interventions. 

3. · Action Plan: An action plan should be formulated in order to achieve the 
vision. The suppon of the top management should be obtained in this 
process. , 

4. Results: Career development programme should be integrated with the 
organization's on-going employee training and management development 
programmes. The programme should be evaluated &om time to time in 
order to revise the programme. 

The ahem: points can further dabonted in the following way: 

Step I: Needs:· Defining the present system 

a. &tablish roles and responsibilities of employees, managers, and 
the organization. 

b. Identify needs; establish target groups. 

c. &tablish cultural parameters; determine organizational receptiv­
ity, suppon, and commitment to career development. 

d. Assess existing HR Programme or structure; consider possible 
links to a career development programme. 

e. Determine prior attempts at-solving the problem or need. 

f. &tablish the. mission or philosophy of the programme. 

g. Design and implement needs assessment to confirm the data or 
collect more data. , 

h. &tablish indicators or criteria of success. 

Step 2: Vision: Determining New Directions and Possibilities 

a. ·create a long-term philosophy. 

b. &tablish the vision or objectives of the programme. 

c. Design interventions for employees, managers, and the organiza­
tion. 
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d. Organiu and make available career information needed. to sup­
port the programme. 

Step 3: Action Plan: Deciding on practical first steps 

a. Assess the plan and obtain support from top management 

b. Create a pilot programme 

c. Assess resources and competencies. 

d. Establish an advisory group. 

e; Involve advisory group in data gathering, programme design, imple­
mentation, evaluation and monitoring 

Step 4: Results: Maintaining the change 

a. Create long-term formalized approaches. 

b. Publicize the programme. 

c. Evaluate and redesign the programme and its components. 

d. Consider future trends and directions for the programme. 

ADVANTAGES OF CAREER PLANNING 

( 1) Full we of employee potential: Every employee has a desire tq grow and scale 
new heights in his workplace continuously. If there are enough opportunities, 
he can pursue his career goals and exploit his potential fully. 

(2) High Motivation: Employee feels highly motivated when the organisation 
shows him a clear path as to how he can meet his personal ambitions while 
trying to realize corporate goals. In the absence of a career plan, employees do 
not get right breaks at the right time; hence their morale will be low, they will 
always try to find escape routes. 

(3) No Employee Twn~r: Career planning reduces employee turnover. It helps 
in increasing the employees' loyalty because they will feel that the organization 
has a genuine interest in their development. In the absence of a career plan, 
key employees and executives live in frustration and the organization suffers 
badly when turnover figures rise. · 

(4) Achieving Success: The success of an organization depends on the caliber of 
its human resources. It is the quality of the people that determines the con­
tinued survival and growth of the organization. As the organization_ grows, 
thought must be given not only to the good recruitment and selection process 
but also to do good career planning. It is important because the consequences 
of success or failure are linked closely with each individual's satisfaction with 
work and life. 
Adequate Supply of Promotable Employt:ea: With career planning, the orga­
nization will be able to develop the employees so that ·when the time comes; 
there will be adequate supply of the right type of skills and abilities needed 
to enable the organization to achieve its objectives. 

( 6) Career Opportunities for Employee: The employee has advance knowledge of 
career opporrunities within the company. He knows where he stands, where 
he wants to go, who is ahead of him, how to scale the corporate ladder. This 
helps him set his career goals more realistically and take appropriate steps to 
realize them. 



(7) Benefits to Organization: Organizations can base their decisions more sys~­
atically. Fast cracks for stars could be arranged, training co slow movers can be 

provided, replacements can be planned in advance, hard working, talented 
people can. be retained through offering attractive career options and compen­

sation plans, job assignments can be made based on merit, etc. 

(8) Relations: Relations between the employee and the employer would become 
more cordial, employee skills could be used properly, valued employees could 

be repined, and there will be an expanded image of its company as a people 

developer. 

(9) Other Benefits 

(a) le ensures better utilization of employees' skills and provides increased 
work satisfaction to employees. 

(b) Employees' loyalty and commitment co the organiution can be substan­
tially increased and thereby organi:zacions can enjoy the privilege of 
increased employee productivity. 

(c) It rcduc.cs industrial disputes related to promotional matters and thereby 
provides opportunity co the organization to sustain harmonious indus­
trial relations. 

(d) le makes employees adaptable co the changing requirements of the or­
ganization. 

(c) le enables organiutions to man promotional vacancies internally, thereby 
providing opportunities co reduce the cost of managerial recruitment. 

LIMITATIONS OF CAREER PLANNING 

Here, then, are tips to hdp you achieve succeasful career planning: 

I. Make career planning an annual eftnt : By making career planning an annual 
event, you will feel more secure in your career choice and direction and you'll 
be better prepared for the many uncertainties and difficulties that lie ahead in 
all of our jobs and careers. 

2. Map your path since lut career planning : One of your first activities whenever 
you cake on career planning is spending time mapping out your job and career 
path since the lase rime you did any sort of career planning. While you should 
not dwell on your pas~, taking the time to review and reflect on the path­
whether straight and narrow or one filled with any curves and dead ends will 

hdp you plan for the future. 

Once you've mapped your path, take the rime co reflect on your course - and 
note why ic looks the way it docs. Are you happy with your path? Could you 
have done things better? What might you have done differently? What can you 
do differently in the future? 

3. Reflect on your likes and dislikes, needs and wants : Change is a fart'lr of life; 

everybody changes, as do our likes and dislikes. Something we loved doing two 
years ago may now give us displeasure. So always cake rime co reflect on the 
things in your life - not just in your job - chat you feel most strongly about. 

Make a two-column list of your major likes and dislikes, then use this list co 
examine your current job and career path. If your job and career still fall mostly 
in the tike's column, then y~u know you arc still on the right pat .. ; ~ owevcr 
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if your job activities full mostly in the dislikes column, now is the time to begin 
examining new jobs and new careers. 

Finally, take the time to really think about what it is you want or need from 
your work, from your career. Are you looking to make a difference in the world? . 
To be famous? To become financially · independent? To effect changes? Take the 
time to understand the motives that drive your sense of success and ~piness. 

· 4. Examine your pastimes and hobbies : Career planning provides a great time to 

also examine the activities you like doing when you are not working. It may 
sound a bit odd, to examine non-work activities when doing career pLulning. 
but it's not so. Many times your hobbies and leisurely pursuits can give you 
future career paths. 

5. Make note of your past accomplishments : Most people don't keep a very good 
record of work accomplishments and then stniggle with creating a powerful 
resume when it's time to search for a new job. Making note of your put 
accomplishments - keeping a record of them - is not only useful for building 
your resume; it's also useful for <;arecr planning. 

6. Look beyond your current job for transferable skill, : Some workers get so 
wrapped up in their job titles that they don't sec any other career possibilities 
for themselves. Every job requires a certain set of skills and it's much better to 

categoriz.e yourself in terms of these skill sets than be so myopic as to focus just 
on job titles. 

7. Research Future Career/Job Advancement Opportunitia: One of the really fun 
outcomes of career planning is picturing yo~ in the future. Where will you 
be in a year? In five years? A key component to developing ,nultiple scenarios 
of that future is researching career paths. 

Of course, if you're in what you consider a dead-end job, c;h.is activity becomes even 
more essential to you, but all job-seekers should take the time to research vario"-5 
career paths - and then develop scenarios fur seeing one or more of these visions 
become reality. Look within your current employer 11.lld current career field, but 
again, as with all . aspects of career planning, do not be afraid to look beyond to other 
possible careers 

ESSENTIALS OF EFFECTIVE CAREER Pl.ANNING: 

There are some suggestions for effective career development They are: 

1) Challenging Initial Job Assignments: - There is evidence indicating that 
employees who take up initial challenging jobs perform better at later 
stages. 

2) Dissemination of Career Option Information: Mostly employees lack 
information about career choices/options. The managers identify career 
paths and succession paths. This information should be made available 
to all. 

3) Job Positioning: Management should provide job information to em­
ployees through job positioning. For posting the jobs organizations can 
use bulletin board displays, company publications, dcctronic billboards 
and similar means. 



4) Aacament Cent.en: The assessment centers evaluate the people regard­
ing their ability to certain jobs. This technique helps to identify the 
aw.i.lablc skills, abilities and knowledge. 

5}·,<:.eer Qiwuding: Career Counseling helps employees in setting direc-
tions, reviewing performance, identifying areas for professional growth. 

CLASSIFICATION OF ~ 

C... caa be of three mb-types: 

( 1) Monolithic career is identified with pursuance of career in one institution or 
department; jurisdiction. 

!2) Cardrc-carccr is one where a cluster or conglomeration of posts arc arranged 
vertically i.e. bicr:archically from lower to higher with different levels of respon­
sibilities. Herc, any member belonging to that cadre, can be deployed to any 
of the posts, within the cadre-jurisdiction, commensurate with the seniority, 
pay, eq,ericncc, qualification etc. 

(3) Inter (-) governmental careers arc identified with more than a single govern­
mental jurisdiction. An example of this is All India Services, where members 
be!longihg to this service move from centre to the states to occupy administra­
tiw positions. In America also, a good example of this kind of career pattern 
bu been discernibly cruuacteritcd by movement among the three levels of 
public erbploymtnt. &dcral state and local. This type of career pattern in a 
ICllle indicates the end of monolithic career identified with one institution or 
~mment. 

There an also be two other concepts of career, namely, closed career and open career, 
depending on the limitations on enaance or the nontl of recruitment. This closed 
career l}'Stelli can be described as 'Monastic' system, which means that once, at a 
young age, usually pre-determined, one enters the 'Monastic' or a specific cadre 
om, one bas to spend an entire lifetime in that jurisdiction with no chance of 
coming our of it. 

The open-~ career system, permits entrance at any or all grade-le\'cls, though this 
multi-level induction would be governed by certain qualification requirements and 
c:ompetiti-.e digibility conditions prescribed for such grades or, groups of categories 
of poaci. Those already in that service, on fulfillments of stipulated eligibility con­
diciom, can apply for such recruitment. An important feature of the open career 
IJIIIIIII ii that there is positive encouragement for inducing of new talent at middle 
and uppct le!Yels. 

Tliae an ht further dasiification of career system i.e. rank-in-job and rank-in-corps. 
In die former, tht focus is on · the assignments, the job to be performed and the 
fiaiag of an individual into the job. This job-oriented concept originating in the 
USA and Canada cmpbasa.cs orderly classification of positions on the basis of duties 
and rapoauibilirics. It is the logical corollary of systematic division of responsibilities 
and clmsion of labout. 

In die other type i.e. rank-in-corps, the focus is on the person. This is prevalent in 
cbc: U.S.A. Herc assignment, training, utilization, recognition rank etc., are Yiewed 
in tams of the individual and the corps to which a person belongs rather than in 
mms of a . merely Sll'llCtWM hierarchy of positions. This system fu:ilitates the match­
ing of cmpl~ skills with job needs. 
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Of these various types of careers, the cadce system enables a person recruited at the 
lowest point to go higher up, through a gradation of assignments which are all 
clustered or kept together in one cadre without a very precise and scientific position­
classification system. This system of position classification is a characteristic feature 
of rank-in-job type of career. 

SUCCESSION PLANNING 

A succession plan to . fill key positions over time. is essential for success & survival of 
an organization. Its purpose is to identify & develop people to replace current 
incumbents in key positions in case of resignation, retirement, promotion, growth 
etc. succession can be within or from outside the organization. Succession by people 
from within provides opportunities to employees for advancement in their careers. 
Complete dependence on .internal sources may however cause conflicts & stagnation 
in the organization. Similarly, complete dependence on outside talent may cause 
stagnation in career of present employees which may in turn lead to a sense of 
frustration and job dissatisfu:tion. 

Succession planning is seen as an important process by most large businesses - but 
what does it mean? 

Some of the confusion surrounding succession planning is due to people using the 
term in many different ways. Succession planning is best described as a process where 
one or more "sua:esson" arc identified for key jobs, and career moves and/or em­
ployee development activities are planned for these successors. Successors may be 
fairly ready to do the job (short-term successors) or seen as having longer-term 
potential (long-term successors). 

Succession may be from internal ,employees or external people. Succession from 
internal employees is advantageous to the organization as well as to the internal 
employees. Organization can buy the employees loyalty and commitment, 
belongingness, shared feding of development along with the organization by pro-

1 moting the internal employees. Employees get the benefits of growth in· the orga­
nization. The organization mostly prefers to encourage the growth and devdopment 
of its employees and as such tends to prefer succession from within. Organizations, 
appraise employee's potentialities, identify training gaps for future vacancies, and 
develop them for higher and varied jobs. The scope of succession plan would be more 
when the organization grows steadily and employees have potentialities to take up 
higher responsibilities. 

Professionally run organizations ask their managers to identify the internal employees 
having potentialities and develop them in order to occupy their positions as and 
when they feel vacant. However, it is necessary to allow the inflow of new blood also. 
Hence, organizations should also search for outside talent in certain cases like when 
competent internal people are not available, when major expansion, diversification 

, and growth plans are in offing and complete dependence on either internal source 
1 or external source not advisable to any organization. 

1) Empowerment: It is the provision of greater freedom and discretion to 
employees. When employees are given freedom, they work effectively as a 
team and strive (struggle) for the development and growth of the organiza­
tion. The function of empowerment leads to the prosperity of the organiza­
tion. 

2) Effective communication: HRMs crucial function also includes Good and 
effective communication of policies. Communication when streamlined effec­
tively leads to excellent network building and growth. 



3) Equality: Employees need to be treated with fairness and equality. HRM 
function of equal policies and justice make sure that the employees are 
protected fully. Equality I.cads to well trained and well-motivated employees. 

4) · Functions relating to job: Job is the duty which one is expected to do. An 
employee works well when the job matches with his expectations, abilities 
and talents. Job Satisfaction is vital for all. 

OBJECTIVES OF SUCCESSION PLANNING 

The main objectives (and advantages) of succ.ession planning are: 

• Improved job filling for key positions through broader candidate search, and 
faster decision-making 

• Active development of longer-term succ.essors through ensuring their careers 
progress, and by making sure they get the range of work experiences they 
need for the future 

• Encouraging a culture of "progression" through developing employees who 
are seen as a 'business resource' and who share key skills, experiences and 
values seen as important to the future of the business 

Of the above objectives, it is the active development of a strong 'talent pool' for the 
future which is often viewed as the most important. Increasingly, this is also seen as 
vital to the attraction and retention of the 'best' people (particularly in service 
businesses like the accountancy and legal professions). 

How are succession and devdopment plans produced? 

Succession plans normally cover both short- and longer-term successors for key jobs, 
and development plans for these successors. 

Where a number of jobs are of similar type and need similar skills, it is preferable 
co identify a 'pool' of succ.essors for this collection of posts. 

Typical activities covered by succession planning include: 

• Identifying possible successors 

• Challenging and reviewing succ.ession plans through discussion of people and 
posts 

• Agreeing job (or job group) successors and development plans for individuals 

• Analysis of the gaps or surpluses revealed by the planning process 

• Review, i.e. checking the actual pattern of job filling and whether planned 
individual development as taken place. 

Succession planning is a process whereby an organization ensures that employees are 
recruited and developed to fill each key role within the company. Through your 
succession planning process, you recruit superior employees, develop their knowl­
edge, skills, and abilities, and prepare them for advancement or promotion into ever 
more challenging roles. 

Actively pursuing succession planning ensures that employees are constantly devel­
oped to fill each needed role. As your organization expands, loses key employees, 
provides promotional opportunities, and increases sales, your succession planning 
guarantees that you have employees on hand ready and waiting to fill new roles. 

Effective, proactive succession planning leaves your organization well prepared for 
expansion, the loss of a key employee, filling a new, needed job, employee promo­
tions, and organizational redesign fur opportunities. Successful succession planning 
build~ bench strength 
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DEVELOP EMPLOYEES FOR SUCCESSION PI.ANNING 

To develop the employees you need for your succession plan, you use such practices 
as lateral moves, assignment to special projects, team leadership roles, and both 
internal and external training and development opportunities . 

Through your succession planning process, you also retain superior employees be­
cause they appreciate the time, attention, and development that you are investing in 
them. Employees are motivated and engaged when they can see a career path for 
their continued growth and development. To effectively do succession pl~ning in 
your organiution, you must identify the organization's long term goals. You must 
hire superior staff. 

I 

You need to identify and understand the developmental needs of your employees. 
You must ensure that all key employees understand their career paths and the roles 
they are being developed to fill. You need to focus resources on key employee 
retention. You need to be aware of employment trends in your area to know the roles 
you will have a difficult time filling externally. 

THE SUCCESSION PLANNING PROCESS 

Succession planning requires steps to obtain leadership guidance, collect relevant 
information, make key decisio~, and execute succession and development actions. If 
undertaking this activity for the first time, you should consider creating a process 
that is "separate" from other related activities such as performance management and 
development planning. Later, after you have executed your process a couple times, 
you may take down the s~al elements and start to integrate it with these other 
activities. The steps below outline such as stand-alone process. 

1) Define purpose, goals, and scope: The top leader of the organization outlines 
the purpose, goals, and scope of the succession planning activity. 

2) Assemble an ovenigb.t committee: The committee's role is to establish a 
succession planning process that can fulfill the purpose, goals, and scope 
outlined by the top leader, and to govern over the process until most of the 
major questions and issues have been resolved, 

3) Set policy: The oversight committee creates policy around such issues as data 
security, assessment, succession nominations, communication and develop­
ment. 

4) Define operational parameters: Again, this is the purview of the oversight 
committee. Operational parameters include positions for which successors . 
will be nominated, the scope of the pool of succession nominees and the 
rating scales used for assessing contribution and potential. 

5) Develop and conduct the assessment: The assessment is essential for compar­
ing succession candidates and slotting them against specific succession posi­
tions. The assessment data, generally provided by direct managers of the 
succession pool, should be reviewed for equity in the ratings and for consen­
sus in the nominations. 

6) Compile and organize the data: The voluminous data that is collected must 
be compiled into the kind of information needed by leaders to make key 
decisions. Some of the compilations include coded organization charts, a 
"contribution-potential matrix," reports of any "at risk" positions or individu­
als, and profiles for all individuals and positions. A spreadsheet or dedicated 
tool for organizing and · displaying such information is recommended. 



7) Conduct organ.i2ational reviews: Starting with business unit/functionaJ heads, 
the succession p]an and reports compiJed are reviewed and· key decisions 

· made. These decisions could range from developmenta1 opportunities for 
future Jeaders to actua1 leadership . appointments. The business unit/func­
tional levd reviews are followed by reviews at the highest level-with corre­
spondingly higher level decisions. 

A CASE STUDY 

CWA & AT&T Walking the Talk (2800 Century Parkway, Atlanta, Georgia) 

The 2800 Century Par.kway AT&T buiJding in Adanta is a hotbed of AlJiance 
activity. Why? Because The Al1iance, CWA Local 3250 and locaJ AT&T Manage­
ment have found value in working together. They have banded together to create 
opportunities in which employees can gain skills and increase their empJoyment 
security while improving the efficiency of AT&T in providing service to its custom­
ers. In just the first 7 months of the 2005 Programme Year, 2800 has already 
exceeded its annuaJ go~. 

The picture was not aJways so rosy at this location. In late 2001 the Alliance Local 
Committee (ALC) and Company/Union support for it had virtually disappeared. 
Layoffs in both the occupational and management ranks displaced most key support­
ers and ALC members. A locaJ CWA election that fall saw most of the Union 
Leadership at Local 3250 tum over. Without _strong onsite leadership 2800 did not 
come close to reaching its annuaJ goals for the first time that year. 

The Alliance Associate Director, Jay Ott, saw an opportunity to create a better, 
stronger relationship between The AlJiance, CWA and AT&T Management. H~ 
began by working with the new CWA Vice President for 2800, Roy Hegenbart (who 
is now the LocaJ President for 3250) to identify the right occupational employet to 
promote The Alliance on-site - someone who understood the joint Jabor/manage­
ment concept, who knew the people. in the building, and was respected by both 
Management and CWA That person was Chandra Patton, and in May of 2002, Roy 
convinced the company to assign Chandra as Alliance site coordinator full-time. 

Chandra and Jay took a different approach to creating a . new Labour/Management 
team for 2800. They spent the rest of 2002 meeting, communicating, and building 
relationships with the Jocal AT&T management and CWA leadership. Their focus 
was on the Administrative Supervisors, as they were the ones who could get the 

' suppon needed for classroom space, particularly space for an upgraded computer lab, 
and for company time when the building was affected by a surplus declaration. A 
Leadership Team was formed to support these efforts. It consisted of Chandra Patton 
(Alliance Site Coordinator), James Bates, Debbie Shelton, John Bozan, and Alicia 
Brock (AT&T Administrative Supervisors), Roy Hegenbart (LocaJ 3250 V.P.), and 
Jay Ott (Alliance Associate Director). In order for Jay to fully participate in this 
team, Christine Deas from The Insight Group was brought in to facilitate the 
mcetin~. The goals of the Leadership Team are: 

• Develop a stronger, more viable relationship between AT&T Management, 
CWA, and The AlJiance at 2800 Century Parkway. 

• Work with the AlJiance Local Committee to develop training opportunities 
for the surpluses, represented workforce on company-time. 

• Identify and offer training that will enhance employee skills and marketabil­
ity within as well as outside of AT&T. 
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• Reestablish a viable after-hours training schedule that employees would 
support. 

• Encourage mere Business Unit Initiatives on company-time. 

• Encourage all employees to take advantage of opportunities to grow and 
develop their shills, talents and interests. 

The everyday work of implementing the programme· still needed to be addresses. The 
Leadership Team appointed ALC members who had the skills and initiative to make 
the day-to-day ope.rational decisions (e.g., what classes, when, where, marketing, 
registration, follow-up, etc.). By June of 2003, the work of the Leadership Team and 
the ALC resulted in a huge increase in Alliance activity. 2800 had surpassed its 

. annual goals in only 9 months! Its success did not go unnoticed. Chandra Patton, 
Debbie Shelton and Jay Ott presented the 2800 story to The Alliance Board of 
Trustees at their July meeting in New Jersey. This story of cooperation and achieve­
ment was outlined in a unique way. The team developed a series of CD ROM's 
explain who we were and how we achieved some much success in a short period of _ 
time. It was obviously well received. 

However, this is only half the story. What happened next is what makes 2800 stand 
out from most other Alliance locations in the country. The Leadership Team had 
always kept the people to whom they reported informed of the success of The 
Alliance, and the AD made special efforts to reach out to those upper level managers 
and union officers in order to find common interests and goals. The Board of Trustees 
presentation was used as a springboard to pitch the District/Division level managers 
and CWA leadership on even more opportunities that potentially could be in the 
best interest of the Company, the Union and the represented employees. 

Because of those presentations, Sharon Cochrane - District Manager Date Group, 
Bernie Ragland - Division Manager and Terry Parr - District Manager Voice Group 
have supported many Business Unit Training Initiatives on company-time. Some · of 
the more notable activities have been Customer Relations Skill Certification, Voice 
over Internet Protocol (VoIP), CCNA Certification, CCP@, and Net+ Certification. 
These programmes, along with the more traditional Alliance programmes, helped the 
2800 location exceed their annual goals for the third time in as many years. 

Another indication of the strength of the Alliance commitmen.t there is the support 
that AT&T provides to CWA represented employees from other Avaya and Lucent. 
The only Alliance lab with the equipment to provide high level · IT training is at 
28000. The Alliance committee works closely with management (including GRE 
and Security) to make his lab accessible to all Alliance participants in the area. 

The opportunities available at 2800 Century Parkway are a direct result of Labour 
and Management seeing value in creating a more skilled workforce through The 
Alliance. Together, they really do "walk the talk". 

Questions for case study: 

1) What approach Chandra and Jay take for Labour and Management team? 

Write a brief summary of this case study. 



SUMMARY 
• Career planning and development are concepts which include all those 

events either happening to or initiated by individuals which affect a person's 
progress on promotion, his/her widening and/or changing employment pos­
sibilities and acquiring a different and nonnally higher status, better condi­
tions of service or increased satisfaction with the jobs. 

• Career development is a process which enables an organization to meet its 
cwrent and projected manpower requirements, through provision of career 
opportunities for its employees. 

• Career planning refers to planned and system progression of events and 
development in the field of work or vocation of individuals during the em­
ployable periods of their life. 

• Career planning or development is primarily 'proactive' in the sense that it 
must anticipate and take steps to manipulate future, rather than be overtaken 
by emerging situations. 

• Career can be of three sub-types: Monolithic career, Cardre-career, Inter 
(-) governmental careers. 

• Monolithic career is identified with pmsuance of career in one institution or 
department; jurisdiction 

• Cardre-career is one where a cluster or conglomeration of posts are ar­
ranged vertically i.e. hierarchically from lower to higher with different levels 
of respoDSibilities. 

• Inter (-) governmental careers are identified with more than a single govern­
mental jmisdiction 

• Succession planning, in simplistic terms, would mean creating an able hand 
that will fill in the gap to be created in the near future. 

• The vacuum that is created by a person in a particular post needs to be filled 
· out by identifying, assessing, grooming, moulding and nomishing a small set 

of people who have the requisite skill-sets and portray the desired person-
ality. 

• A succession plan clearly sets out the factors to be taken into account and 
the process to be followed in relation to retaining or replacing the person 
for smooth continuation and success of a business which depends greatly on 
availability of competent people. It also provides maximum flexibility in 
lateral movement moves and ensures that as individuals achieve greater 
seniority; their management skills broaden and become generalized in rela­
tion to organizational objectives. 

• The real key in succession management is to create a match between the 
organization's future needs and the aspirations of individuals. 

• Our succession process includes deploying a succession management pro­
cess, identifying a talent pool, engaging future leaders, monitoring and as­
sessing the program. 

• Succession planning requires steps to obtain leadership guidance, collect 
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relevant information, make key decisions, and execute succession and de­
velopment actions. If undertaking this activity for the fi,st time, ~ should 
consider creating a process that is "separate" from other related activities 
such as performance ~ement and development planning. · 

ANSWERS TO 'CHECK YOUR PROGRESS' - -
. . . 

3. Career Counselling is counselling sessions, typically with supavisors and 
managers in developm~tal performance appraisal interviews, thaf most 
employees explore career goals and opportunities in the organi7.ation. 

4. Career Planning is defined as and when career progress in terms of com~ 
petencies required by individuals so as to carry out work at progressive 
levels. 

5. Succession Planning is defined as plauning for upcoming career oppoirtU.ni­
ties and challenges, p1anning new areas and fields where you can compete. 

TEST YOURSELF · 
,.. 

6) What do you mean by Career Planning? · 

7) Discuss various steps involved in career dcvdopmcnt system. 

8) What arc essential dcmcnts of effective career planning? 

9) Explain the meaning of Succession Planning. 

FURTHER READING 

• HRM: John Sterdwick 

• Human Resource Management: L. M Prasad 



8 ~erformance Appraisal and 
Potential evaluation 

. . . 
The Chapter Covers : 

• Meaning of Performance Appraisal 
■ Features of Performance Appraisal 
· ■ Proc:cs., of Performance Appraisal 

Ii Types of Appraisal Methods 

~ Use of Appraisal Data 

■ Requirements of A Good Appraisal System 

■ Pitfalls of Performance Appraisal 

■ Constraints of Performance Appraisal 

■ Features of Potential Appraisal 

■ Indicaton of Potential/Qualities 

■ Distinction Between Performance and Potential . 

■ A Case Study . 

laawb,6 Objecm,a: 

After going through this chapter, you should be able to: 

■ Define Performance Appraisal 

Ii Comprehend Features, Objectives, Process, Types and ethods of 
Performance Appraisal 

■ Know various Advantages, Pitfalls and Constraints of Performance Appraisal 

111 . Ocfinc Potential Appraisal 

II OifFcrentiate between Performance Appraisal and Potential Appraisal 
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INTRODUCTION 

The performance of an employee is his resultant behavior on task which can be 
observed and evaluated; it refers to the contribution made by an individual in the 
accomplishment of organi7.ational objectives. Performance can be measured by some 
combination of quantity, quality, time and cost. People do not learn unless they are 
given feedback on the results of their actions. For learning to take place, feedback 
must be provided regularly and it should register both s1Jccesses and f.illures, and 
should ·follow soon after the relevant action(s). Performance appraisal system provides 
management an opportunity to recall as well as feedback to people as to how they 
are doing, so that they can correct their mistakes and acquire new skills. 

Performance Appraisal may be understood as the assessment of individual's perfor­
mance in a systematic way, the performance being measured against factors such as 
job knowledge, quality and quantity output, initiative, leadership abilities, supervi­
sion, dependability, co-operation, judgment, versatility, health and the like. Assess­
ment should be confined to past performance alone. Potentials of the employee for 
future performance must also be assessed. 

I 

MEANING OF PERFORMANCE APPRAISAL 

In simple terms, performance appraisal may be understood as the assessment of an 
individual's performance in a systematic way, the performance being measured against 
such factors as job knowledge, quality and quantity of output, initiative, leadership 
abilities, supervision, dependability, co-operation, judgment, versatility, health and 
the alike. Assessment should not be condensed to past performance alone. Potentials 
of the employee for future performance must also be aaessed. Performance appraisal 
is the systematic evaluations of the individual with respect to his/ her performance 
on the job and his or her potential for development. 

A formal definition of performance appraisal is as follows: 

"It is the process of evaluating the performance and qualifications of the employees 
in terms of the requirements of job for which he is employed, for the purposes of 
administration including placement, selection for promotion, providing financial 
rewards and other actions." 

Beach has defined performance appraisal as follows: 

"Performance appraisal is the systematic evaluation of the individual with regard to 
his or her performance on · the job and his potential for development" 

Thus, performance appraisal is a systematic evaluation of the performance of employ­
ees/personnel by their superiors or supervisors. These appraisals are generally used for 
making various administrative decisions relating to selection, training, promotion, 
transfer, wages, etc. 

Performance appraisal is a method of evaluating the behavior of employees in the 
work spot, normally including both the quantitative and qualitative aspect of job 
performance. Performances here refer to the degree of accomplishment of the tasks 
that make up an individual's job. It indicates how well an individual is fulfilling the 
job demands. Ohen the term is confused with effon, but performance is always 
measured in terms of result and not effons. 

Performance Appraisal (PA) refers to all those procedures that are used to evaluate the 
personality, the performance, and the potential of its group members. Evaluation is 
different from judgment - the former being concerned with performance, the later 
with person. While evaluation deals with achievement of goals, judgment has an 
undercurrent of Personnel attack and is likely to evoke resistance. 



Formal appraisal of an individual's performance with the objective to improve the 
performance in future is known as performance evaluation. In simple words, Perfor­
mance appraisal means periodic and systematic assessment of employees in terms of 
performance, aptitude, capabilities and other qualities which are necessary for suc­
cessfully carrying out their jobs. It is a key ingredient of performance management. 
Performance appraisal helps the management to know the suengths and weaknesses 
of an employee. It is also described as merit rating in which an jndividual is ranked ' 
in comparison to other employees. The purpose behind such rating is to ascertain 
an employee's eligibility for promotion or demotion. Performance appraisal is also 
concerned with discovering eligibility of existing employees. 

Performance appraisal could be informal or formal. Informal performance appraisal is 
a continuous process of feeding back information to the subordinates about how well 
they are doing their work in the organization. The informal appraisal is conducted 
on a day-to-day basis. For example, the manager spontaneously mentions that a 
particular piece of work was well performed or poorly performed. Because of the close 
connection between the behavior and the feedback on it, informal appraisal quickly 
encourages desirable performance and discourages undesirable performance before it 
becomes permanently ingrained. Therefore, informal appraisal must not · be perceived 
merely as a casual occurrence but as an important activity, an integral part of the 
organization's culture. The formal performance appraisal occurs usually annually on 
a formalized basis and involves appraise arid appraiser in finding answers to the 
following questions: 

a) What performance was set out to be achieved during the period? 

b) Has it been achieved? 

c) What has been the shonfall and consuaints? 

d) What are we going to do now? 

e) How will we know that we have done it? 

f) What kind of feedback can be expected? 

g) What assistance can be expected to improve performance? 

h) What rewards and opportunities are likely to follow from the perfor-
mance appraisal? 

When the employees have this type of information, they know what the organization 
expects from them; what assistance is available, and what can they expect when the 
required level of performance is achieved. This will increase employee acceptance of 
the appraisal process and result in the uust that the employee has in the organiza- , 
tion. An environment that affords an opportunity for further growth while minimiz­
ing stressful situations will certainly enhance appraisal acceptance. ·Establishing this 
type of environment goes fur beyond the performance appraisal process. Every aspect 
of managing people and their work relates to the improvement of their qualicy-of­
work-life. Performance appraisal is an integral part of a trusting, healthy, and happy 
work environment that goes a long way in promoting the same. 

Performance appraisal has been used for basically three purposes-

I . remedial, 

2. maintenance, and 

3. development 
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A performance appraisal needs to cover all these three purposes with the same focus. 
If any purpose predominates, the system will become out of balance. For iruitance, 
if remedial purpose is foremost, then the performance appraisal may become a dis­
ciplinary tool, a form of a charge sheet, a tool of power instead of instrument of 
evaluation. If maintenance is the main objective, then the process may become a 
shon skimped and per functionary ritual. If there is too much emphasis on devd­
opmcnt, then the focus talks on the future assignment rather than the current job. 

Performance evaluation is systematic activity by means of which the. organization 
determines the extent to which the employee is delivering per agreed objectives and 
this is aligned to business results. Generally speaking, the HR specialists design and 
implement the performance management system (PMS), and then train the line 
managers in the use the systems, and maintain the records. 

Apan from focusing on performance, today's organizations arc emphasizing the need 
for employee development focus in implementing an effective PMS. The line man­
agers use the system to review employee performance and the normal steps indude: 

1. Defining performance: It includes setting performance targets and goals 
(usually for the span of a year) split into monthly or quancrly targets. These 
should ideally conform to the SMART principle of being Specific, Measur­
able, Achievable, Realistic and lime-bound. These arc agreed to mutually by 
the manager as well as the employee at the beginning of the performance 
period. Most PMS require the employee and manager to enter it into a 
prescribed performance appraisal template and signed off by both prior to 
the commencement of the performance period or at the start of it. 

2. Measuring performance: While it largely involves the ~cnt of the per­
formance against the targets at the end of the assessment period/performance 
period. The focus is hcte on on-going review of the employee's performance 
by the manager throughout the year. This allows for the followinf 

a. Review progress and ascenain hdp/suppon the employee might need to 

complete the task per agreed standards 

b. Recommend training or other on-the job / off-the job assistance that the 
employee might need_ to meet the deadlines. 

c. Review the targets and commitments and make changes if required usu­
ally influenced by external .fuctors that arc impacting performance and 
review the targets upwards or even downwards. 

3. Feedback and roaching: It focuses on the developmental needs of the em­
ployee which the manager might need to take care to enable the employee 
to successfully complete the job in the best possible manner. 

FEATIJRES OF PERFORMANCE APPRAISAL: 

I. Performance appraisal is the systematic description of an employee's job 
rdevant strengths and weaknesses. 

2. The basic purpose is to find out how well the employee is performing the 
job and establish a plan of improvement. · 

3. Appraisals arc arranged periodically according to a definite plan. 

4. Performance appraisal is not job evaluation. It refers to how well someone is 
doing the assigned job. Job evaluation determines how much a job is worth 
to the organization and there for, what range of pay should be assigned to 
the job. 



5. _ Performance appraisal is a continuous process in every large scale organiza­
tion. 

OBJECTIVES OF PERFORMANCE APPRAISAL 

There are certain objectives behind all the activities. Performance appraisal also has 
some objectives which differ from organization to organization. Some of the common 
objectives of performance appraisal arc given below: · 

I . Increment in salary : Performance appraisal helps the management to decide 
about the employees who deserve to get increment in their salary. Salary 
increment of an employee depends on their overall performance. A formal 
performance appraisal p~ is mostly required in large organizations, where 
the employees are large in number and have different .kinds of work. There­
fore, it becomes quite important to keep track of performance of each em­
ployee on regular basis. 

,2. Promotion : Promotion means an up gradation in the designation of em­
ployee in an organization. Promotion helps in increasing the motivation level 
of the employees. So in the light of performance appraisal and· merit raring, 
organizations can easily decide the strorig and weak points of their employ­
ees. And thus, it can be simply determined that which employee should be 
promoted to a higher level and which employee should be demoted to a 
lower level for its poor performance. 

3. Training and devdopment : Another objective of performance appraisal is to 

determine the number of employees who needs to be trained in respect of 
their poor performance. Performance appraisal identifies the sucngths and 
weaknesses of an employee on his present job. Through this organizations get 

proper information about their employees and design an appropriate training ' 
program for them. Performance appraisal helps in identifying the actual 
training needs in an organization. 

4. Feedback : Performance appraisal helps in disclosing the actual fccdback 
report about the employees. This report tells the employees that where they 
stand. A person works better when he knows how he is working and how his 
efforts arc contributing towards the achievement of the organizational goal. 

1 

Hence, performance appraisal also provide satisfaction to an employee that 
his work is meaningful and worthy for the organization. 

5. Stress on cmplo~ : Last objective of performance appraisal is to put a ,kind 
of stress on the employee for better performance. If the employees arc con- , 
scious that they arc being· appraised for their work, they will have a tendency 
to show a positive and acceptable behavior in the organization and would 
strive to perform better. 

PROCESS OF PERFORMANCE APPRAISAL 

The process of performance appraisal can be conducted either on informal basis or 
on formal and systematic basis. The process of performance appraisal begins with 
establishment of objectives and ends with post appraisal actions. In small organiza­
tions, the performance appraisal process may be done_ . informally with mere obser­
vation of employees. Though in large organizations, performance appraisal is done 
systematically and formally. The procedure commonly followed in large organizations 
is as follows: 
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objectives of I appraisal norms . appraisal 
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Process of Performance appraisal 

' 
Post-appraisal Appraisal . Implementing 

actions feedback appraisal - -- - programme 
11 

l) Defining · objectives of appraisal: The first step in performance appraisal 
process is to design the objectives of the appraisal. There can be different 
types of objectives of appraisal depending upon its purpose. For example: if 
the appraisal is directed for reward-giving motive, then the objective will be 
to search for the most efficient employee. And in case if the objective is 
related to training program, then the objective will be looking for weak areas 
of the employees. 

2) Defining Appraisal nonns: Generally norms define certain standards or cri­
teria to distinguish the employees. When we conduct an appraisal, we should 
clearly define our judging standards (norms) on what basis we will shonlist 
the employees. 

3) Designing Appraisal programme: The appraisal programme tackles with is­
sues like types of personnel to be appraised, types of personnel to act as 
appraisers, appraisal methodology, and timing of appraisal. 

4) Implementing appraisal programme: Next step is to implement the stated 
appraisal. · Later the results of the appraisal are communicated to HR depart­
ment for follow up actions. 

5) Appraisal Feedback: The most crucial stage in appraisal process is feedback 
stage. Complications arise when the feedback of an employee docs not match 
the expectations of the appraisee. It may be possible that such expectations 
of employees arc based on fu1sc premises; even then it may cause dissatisfac­
tion and restlessness. To solve this problem to some extent, the feedback can 
be quite objective and rational so that it can be explained to the employees. 

6) Post-appraisal actiom: Last step is post appraisal actions. It is followed by 
certain rewards and guidance and counseling to the employees in order to 
motivate the employees to work harder for the achievement of organizational 
goals. 

1YPES OF APPRAISAL ~THODS 

Ideally every individual in any organization needs to be appraised. The appraisal 
system should be able to take care of this, and it shall also meet the needs and the 
objectives of the organization meet. On broad way to categorize, the type of appraisal 
template used to assess performance, focuses on what the organization wishes to 
measure: 



1 ) Trait-baaed Appraiaal: 
It is used to assess personality or personal characteristics, loyalty, communi­
cation skills, level of initiative, decision making etc.. This is common in 
companies that arc in the business of service, and cwtomer satisfaction. 
While it is difficult to define the criteria accutatcly, rater/manager bias is 
high, and as the focw is on personal amibutes providing feedback is a 
challenge. 

2) Behaviour-baaed Appraisal: 
It focuses on the appraisal of what an employee 'docs' on the job. It evaluates · 
behaviour and measures what an employee should do differently. This is 
common in · customer f.tcing organi7.arions, like the hospitality / NGO com­
panies. As the focus is on the assessment · of behaviour rater/manager bias 
remains a challenge here as well. 

3) Results-baaed Appraisal: 
measures objective results of work. The focus is on the outcome/deliverables 
from the job, and this alone serves as the measure for success. It may not be 
possible to we in jobs which depend on team work or where the job is 
service / suppon based. 

Most organizations use a combination of trait, behaviour and results in their ap­
praisal syst~ as all three are imponant. It provides for a holistic and fair assessment 
of the individual aspects: teaching, research and service. Performance in each of these 
three areas is defined with different outcome measures. 

Performance on the job as a whole would be equal to the sum (or average) of the 
performance on each of the job functions/ activities within the job. Note that the 
function has to do with the work that is to be performance and not the character­
istics of the person performing. Unfonunately many performance- appraisal systems 
confuse measures of performance with measures of the per~on. The definition of 
performance refers, to a set of outcomes produced during a cenain time period: it 

. docs not refer to the traits, personal characteristics or "competencies" of the per­
form~r. 

METHODS OF PERFORMANCE APPRAISAL 

Traditional Methods of performance appraisal 

l. Ranking method 
2. Essay method 
3. Paired comparison 
4. Critical incidents method 
5. Fidd review method 
6. Checklist method 
7. Graphic rating method 
8. Forced distribution method 

Modem methods 

l. Appraisal by result or objectives 
2. Behaviorally anchored rating scales 
3. Assessmentcentre 
4. 360 degree appraisal 
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Traditional Methods of pcrformanc:e appraisal 

• Ranking Method : This is one of the oldest and simplest techniques of 
performance appraisal. This is just like preparing ranks of wrious examinees· 
in an examination. In this method, the appraiser ranks the cmplo:YtlCS &ona 
the best to the poorest on the basis of their overall performance. It is quice 
useful for a comparative evaluation. 

• Essay method : Some of the companies use free cs.uy method which empba­
siz.es on certain predefined standards. This traditional form of appra_isal, al,o 
known as "Free Form method" involves a description of the performance of · 
an employee by 'his superior. The dcsaiption is an evaluation of die perfor­
mance of any individual based on the facts. This often includes c:wnplcs and 
evidences to support the information provided by the appraisers; 

• Paired comparuon : A better technique of comparison than the straight 
ranking method, this method compares · each employee with all others in me 
group, one at a time. After all the comparisons, the cmplo)'\n uc given the 
final rankings. 

• Critical incidents methods : In this- method of Performance appraia.l, die 
evaluator rates the employee on the · basis of critical events and how_ die 
employee behaved during those incidents. The drawback of chis mctbocl is 
~t the supervisor has to note down~c·aitical incidents and die employee', 
behavior as and when they occur. It · includes both negative and positife 
points. 

• Field review : In this method, a senior member of the HR department or 
a training officer discusses and interviews the supervisors to evaluate and me 
their rcspcctive subordinates. A major drawback of this ~ is that it la 
a very time consuming method. But this method helps to reduce die supe. 
riors' personal bias. 

• Checklist method : The appraiser is given a chcddist of the desaipciom of 
the behavior of the employees on job-. The checklist contains a lilt of aa. 
ments on the basis of which the appraiser dacribcs on the job performance 
of the emplo)'\n, Herc a checklist of behaviour descriptions is pre lea · ar­
ranged and each person is evaluated against such list. Rater merely ra:ord-die 
list and a separate group can allocate weight ages for each list and finally 
arrive at total points or marks obtained. This is a special type of c:hc,cldist 
Rater has to choose between two statements or more, all of which may be 
favorable or unfavorable. Appraiser's job is to select that stttement which · ii 
most appropriate to describe the employc:c. Sample statements for a alm;nan 
may be framed as follows: 

• Slow but steady 

• Avoid risks 

• Consult headquarters on important decisions 

• Meet the customer with confidence · 

• Friendly and informal 

• Plain speaking. 

Herc the rater docs not know the desirable answer for a particular job. This 
is available in the 'key' kept confidential either in computer or 6les. The 
answers of rating arc fed into the computer and marks obtained widi the 
hdp of keys. 

• Graphic rating scale : In this method, an employee's quality and quantity of 
work is assessed in a graphic scale indicating different degrees of a panicular 



trait. The factors taken into consideration include both the personal charac­
tcristia and charactcristia related to on the job performance of the employ­
ees. 

For example, a trait like Job Knowledge may be judged on the scale of 
average, above average, outstanding or unsatis&aory. 

• Foroecl d.imibution : To diminate the dernent of bias from the appraiser's 
ratings. the evaluator is asked to disuibutc the employees in some fixed 
categories of ra~ like on a normal distribution curve. 

Modena method, 

• .Appnisal by rault or objectives : One of the most· common and recognw:d 
modem method of performance appraisal is appraisal by result or objectives. 
This method is concerned with achievement of objectives through the con­
tributions of individual. This method comprises of certain actions lilce: 

• Joint p~ between superior and his subordinates 

• Objectives arc set usually fur a short period, like one year 

• Decisions arc taken through mutual consideration 

• Evaluation is made after completion of target period 

• Aueument centre : An assessment centre is a cenual location where manag­
ers come together and participate in a number of exercises, on the basis of 
which .they arc evaluated by a pand of raters. This concept is first started in 
German Anny to evaluate the performance the soldiers. The purpose of this 
method is to test can~dates in a social situation using a number of assessors 
and a variety of procedures. The most important feature of the assessment 
center is job-rdatcd stimulations. This stimulation includes the charaacris­
tics that managers fed are important for the job. On this basis the evaluators 
evaluate the employees. 

• Belaaw,nlly aochoml rating tcalcs [BARS] : From 1960's, many organiu­
tions have moved towards the appraisal of employees performance through 
behavioral based techniques. BARS approach focuses more on critical behav­
iors that arc related to specific job dimensions. 

Behaviorally anchored scales, sometimes called behaviour expectation scales, 
arc raring scales whose scale points arc determined by statements of effective 
and indfectivc behaviors. They are said to be behaviorally ·anchored in that 

· the scales represent a range of descriptive statements of behaviour varying 
from the least to the most dfcctivc. BARS have the fullowing features: 

L Areas of performance to be evaluated arc identified and defined by 
the people who will use the scales. 

2. The scales arc anchored by descriptions of aaual job behaviour that, 
supervisors agree, represent specific levels of performance. The result 
is a set of rating scales in which both dimensions and anchors are 
precisely denned . 

. 3. All dimensions of performance to be evaluated axe based on observ­
able behaviours and relevant to the job being evaluated since BARS 
arc tailor-made fur the job. 

4. Since the raters who will actually use the scales are aaivdy involved 
in the dcvdopmcnt process, they are more likdy to be committed to 
the final product. 
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The procedure fur BARS is usually five stepped.. 

• Generate Critical Incidents: Persons with knowledge of the job co be ap- · 
praised (job holders/supervisors) are asked to describe specific illustrations 
(critical incidents) of effccci.ve performance behaviour. 

• Develop Performance Dimensions: These people then cluster the incidents ~ 
into a smaller set (or say 5 er 10) of performance dimensions. Each cluster · 
(dimension) is then defined. 

• Reallocate Incidents: Any group of people who also know the job then 
reallocate the original critical incidents. They are given the cluster's defini­
tions, and critical incidents, and asked to redesign each incident co the 
dimension it best describes. Typically a critical incident is retained if som~ 
percentage (usually 50 to 80%) of~ group assigns it co the same cluster 
as the previous group did. 

• Scale of Incidents: This second group is generally asked to race (7 or 9 point 
scales are typical) the behaviour described in the incident as to how effec­
tively or ineffectively it represents performance on the approximate dimen-. , 

· SIOn 

• Develop Final Instrument Subsets of incidents (usually 6 or 7 per cluster) 
used as "behaviour anchors" for the performance <l:imensions. 

BARS were developed co provide results that subordinates could use co improve 
performance. Superiors would feel comfortable co give feedback co the racees. 

Further, BARS help overcome rating errors. Unfortunately, this method coo suffers 
from distortions inherent in most racing techniques. Though BARS technique is 
more time-consuming and expensive than other appraisal cools, yet it has got certain 
advantages, such as: 

1. A more accurate gauge, since person's expert in the technique does BARS, the 
results are sufficiently accurate. 

2. Clear Standards: The critical, incidents along the scale help co clarify what is 
meant by "extremely good" performance, "average" performance and so forth. 

3. Feedback: The use of critical incidents may be more useful in providing feedback 
co the people being appraised. 

4. Independent dimension: - Systematically clustering cri& critical incidents into 5 
or 6 performance dimensions, helps in making the dimensions more indepen­
dent of one another. 

5. Rater - Independence: The technique is not biased by the experience and evalu­
ation of the racer. 

6. Field review method: This is an appraisal by someone outside the assessce's own 
department, usually someone from the corporate office or the HR . Dept. The 
outsider reviews employee records and holds interviews with the ratee and his or · 
her supervisor. The method is primarily used for making promotional decision 
at the managerial level. Field reviews are also useful when comparable informa­
tion is needed form employees in different units or locations. 

7. Performance Tests and observations: With a limited number of jobs, employee 
assessment may be based upon a test of knowledge or skills. The test may be of 
the paper-and-pencil variety or an actual demonstration of skills. The test must 
be reliable and validated to be useful. Even then, performance tests are con­
ducted to measure potential more than actUal performance. In order for the test 
to the job related, observations should be made under circumstances likely to be 



encountered. Practically may suffer if costs of tcSt devdopment or administration 
arc high. 

8. Confidential Records: Confidential records arc maintained mostly i,:i government 
departments, though its application in the industry is not ruled out. 

9. Essay method: In the essay method, the rater must describe the employee within 
a number of broad categories, such as (i) the rater's overall impression of the 
employee's performance, (ii) the profitability of the employee, (iii) the jobs that 
the employee is now able or qualified to perform, (iv) the strengths and weakness 
of the employee, and (v) the training and the development assistance required 
by the employee. 

Although this method may be used independently, it is most frequently found 
in combination with others. It is cxttemdy useful in filing information gaps 
about the employees that often occur in the better-structured checklist method. 

10. Cost Accounting method/ Human asset accounting method: This method evalu­
atcS from the monetary returns the employee yields to his her org. A relationship 
is established between the cost included in keeping the employee and the benefit 
the org derives from him or her. Performance of the employee is then evaluated 
based on the established rdationship between the cost and the benefit. 

The current value of a firm's . human organization can be appraised by devdoped 
procedures, by undertaking periodic measurements of "key casual" and "inter­
vening enterprise" variables. They key causal variables include the Structure of an 
organization's management policies, decisions, busincs.'l leadership, strategies, skills 
and behaviour. The intervening variables reflect the internal state and health of 
an organization. They include loyalties, attitudes, motivations, and collective 
capacity for effective interaction, communication and decision-making. These 
two types of, variable measurements must be made over several years to provide 
the needed data for the computation of the human asset. 

• 360 degree appraisal : This method is concerned with systematically collect­
ing data on a person's skills, abilities and behavior from a variety of sources. 

Typically, performance appraisal has been limited t::> a feedback process be­
tween employees and Managers. However, with the increased focus on team­
work, employee development; and customer service, the emphasis has shifted 
to employee feedback from the full circle of sources depicted in the diagram 
below. This multiple-input approach to performance feedback is sometime.s 
called "360-<legrce assessment" to connote that full circle. · 

Figure: The 360 Jeg,n 1IUltrix 

There arc no prohibitions in law or regulation against using a variety of rating 
sources, in addition to the employee's Manager, for assessing performance. Research 
has · shown assessment approaches with multiple rating sources provide moi . ;, --11-
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rate, reliable, and cred.ibte information. For th.is reason, HR Management supports . 
the · use of multiple rating sources as an effective method of assessing performance for 
formal appraisal and other evaluative and developmental purposes. 

The circle, or perhaps more accurately the sphere, of feedback sources consists of 
Managers, peers, subordinates, customers, and one's self It is not necessary, or always 
appropriate, to include all of the feedback sources in a particular appraisal program. 
The organizational culture and mission must be considered, and the purpose of 
feedback will differ with each source. For example, subordinate assessments of a 
Manager's performance can provide valuable developmental guidance, peer feedback 
can be the hean of excdlence in teamwork, and customer service feedback focuses on 
the quality of the team's or agency's results. The objectives of performance appraisal 
and the particular aspects of performance that are to be assessed must be established 
before determining which sources are appropriate. We shall discuss the contributions 
of each source of ratin~ and feedback. In addition, precautions are listed to consider . 
when designing a performance management program that includes 360-degree as­
sessment. 

Superiors: Evaluations by superiors are the most traditional source of employee · 
feedback. This form of evaluation includes both the ratin~ of individuals by Man- · 
agers on elements in an employee's performance plan and the evaluation of programs 
and teams by senior managers. 

What docs th.is source contribute? 

1 . The first-line Manager is often in the best position to effectively carry out 
the full cycle of performance management: Planning, Monitoring, Develop­
ing, Appraising, and Rewarding. The Manager may also have the broadest 
perspective on the work requirements and be able to take into account shifts 
in those requirements. 

2. The superiors (both the first-line Manager and the senior managers) have the 
authority to redesign and reassign an employee's work based on their assess­
ment of individual and team performance. 

3. Most Government employees in a national survey felt that the greatest con­
tribution to their performance feedback should come from their first-level 
Managers. 

What cautions should be addressed? 

1. Research demonstrates that appraisal programs that rely solely on the rati~ 
of superiors are less reliable and valid than programs that use a variety of 

. other rating sources to supplement the Manager's evaluation. 

2. Superiors should be able to observe and measure all facets of the work to 
make a fair evaluation. In some work situations, the Manager or rating 
official is not in the same location or is supervising very large numbers of 
employees and docs not have detailed knowledge of each employee's perfor­
mance. 

3. Managers need training on how to conduct performance appraisals. They . 
should be capable of coaching and developing employees as well as planning 
and evaluating their performance. 

Self Assessment: This form of performance information is acrually quite common but 
usually used only as ah informal part of the Manager-employee appraisal feedback 
session. Managers frequently open the discussion with: "How do you feel you have 
performed?" In a somewhat more formal approach, Managers ask employees to iden­
tify the key accomplishments they feel best represent their performance in critical 
and non-critical performance elements. In a 360-degree approach, if self-ratings are 
going to be included, structUred forms and formal procedures are recommended. 

What docs this source contribute? 



I . The most significant contribution of self-ratings is the improved communi­
cation between Managers and subordinates that result. 

2. Self-ratings are particularly useful if the entire cycle of performance manage­
ment involves the employee in a self-assessment. For example, the employee 
should keep notes of task accomplishments and failures throughout the 
performance monitoring period. 

3. The devdopmental focus of sdf-assessment is a key factor. The self-assessment 
instrument (in a paper or computer software format) should be structured 
around the performance plan, but can emphasize training needs and the po­
tential for the employee to advance in the organization. 

4. The value of self-ratings is widdy ae(:Cpted. More than half of government 
employees felt that sdf-ratings would contribute "to a great or very great 
extent" to fair and well-rounded performance appraisal. 

5. Self-appraisals should not simply be viewed as a comparative or validation 
process, but as a critical source of performance information. Self-appraisals 
are particularly valuable in situations where the Manager cannot readily 
observe the work behaviors and task outcomes. 

What cautions should be addressed? 

1. Research shows low correlations between self-ratings and all other sources of 
ratings, particularly Manager Ratings. The self-ratings tend to be consis­
tently higher. This discrepancy can lead to defensiveness and alienation if 
Managers do not use good feedback skills. 

2. Sometimes self-ratings can be lower than others'. In such situations, employ­
ees tend to be self-demeaning and may feel intimidated and "put on the 
spot." 

3. Self-ratings should focus on the appraisal of performance dements, not on 
the summary level determination. A range of rating sources, including the 
self-assessments, help to "round out" the information for the summary rat­
ing. 

Peers: With downsizing and reduced hierarchies in organizations, as well as the 
increasing use of teams and group accountability, peers are often the most rdevant 
evaluators of their colleagues' performance. Peers have a unique perspective on a co­
worker's job performance and employees are generally very receptive to the concept 
of rating each other. Peer ratings can be used when the employee's expertise is known 
or the performance and results can be observed. There are both significant contribu­
tions and serious pitfulls that must be carefully considered before including this type 
of feedback in a · multifaceted appraisal program. 

What does this source contribute? 

I . Peer influence through peer approval and peer pressure is often more effective 
than the traditional emphasis to please the boss. Employees repon resent­
ment when they believe that their extra efforts are required to "make the boss 
look good" as opposed to meeting the unit's goals. 

2. Peer ratings have proven to be excellent predictors of future performance. 
Therefore, they are panicularly useful as input for employee development. 

3. Peer ratings are remarkably valid and reliable in rating behaviors and "man­
ner of performance," but may be limited in rating outcomes that often 
require the perspective of the Manager. 

4. The use of multiple Raters in the peer dimension of 360-degree assessment 
programs tends to average out the possible biases of any one member of the 
group of Raters. (Some agencies eliminate the highest and lowest ratings and 
average the rest.) 
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5. The increased use of self-directed teams makes the contribution of peer 
evaluations the central input to the formal appraisal because by definition 
the Manager is not directly involved in the day-to-day activities of the team. 

6. The addition of peer feedback can help move the Manager into a coaching 
role rather than a purely judging role. 

What cautions should be addressed ? 

1 . Peer evaluations arc almost always appropriate for developmental purposes, 
but attempting to emphasize them for pay, promotion, or job retention 
purposes (i.e., the rating of record) may not be prudent. The possible excep­
tion is in an award program as opposed to performance appraisal. Peer input 
can be 1effectivdy used for recognition and awards. 

2. There is a difference of opinion about the need for anonymity of the peer 
evaluators. Generally, it is advised that the identities of the Raters be kept 
confidential to asswe honest feedback. However, in dose-knit teams that 
have matured to a point where open communication is part of the cultwe, 
the developmental potential of the feedback is enhanced when the evaluator 
is identified and can perform a coaching or continuing feedback role. 

3. It is essential that the peer evaluators be very &miliar with the team member's 
tasks and responsibilities. In cross-functional teams, this knowledge require­
ment may be a problem. In these situations, the greatest contribution the 
peers can make pertains to the behaviors and effort (input) the employee 
invests in the team process. 

4. The use of peer evaluations can be very time consuming. When used in 
performance ratings, the data would have to be collected several times a year 
in order to include the results in progress reviews: 

5. Depending on the cultwe of the organization, peer ratings have the potential 
for creating tension and breakdown rather than fostering cooperation and 
support. A very competitive program for rewarding individuals in the agency 
will often further compromise the value of peer rating systems. 

6. Employees and their representatives need to be involved in every aspect of 
the design of appraisal systems that involve peer ratings. 

Subordinates: An upward-appraisal process or feedback survey (sometimes referred to 
as SAM for a "Subordinates Appraising Managers") is among the most significant and 
yet controversial. features of a "full circle" performance . evaluation program. Both 
managers being appraised and their own superiors agree that subordinates have a 
unique, often essential, ;>crspecti,e. The subordinate ratings provide particularly 
valuable data on performance clements concerning managerial behaviors. However, 
there is usually great reluctance, even fear, concerning implementation of this rating 
dimension. On balance, the contributions can outweigh the concerns if the precau­
tions noted below are addressed. 

What does this source contribute? 

1 . A formalized subordinate feedback program will give Managers a more com-
prehensive picture of employee issues and needs. Managers . and Managers 
who assume they will sufficiently stay in touch with their employees' needs 
by relying solely on an "open door" policy get very inconsistent feedback at 
best. 

Employees feel they have a greater voice in organizational decision making 
and, in fact, they do. Through managerial action plans and changes in work 
processes, ti'ie employees can see the direct results of the fe~back they have 
provided. 

3. The feedback from subordinates is particularly effective in evaluating the 
Managds interpersonal skills. However, it may not be as appropriate or valid 
for evaluating task-oriented skilis. 



4. . Combining subordinate ratings, like peers rating, can provide the advantage 
of creating a composite appraisal from the averaged racings of several subor­
dinates. This averaging adds validity and reliability to the feedback because 
the aberrant ratings get averaged out and/or the high and low ratings are 
dropped from the summary calculations. 

What cautions should be addressed? 

1 . The need for anonymity is essential when using subordinate ratings as a 
source of performance feedback data. Subordinates simply will not partici­
pate, or they will give gratuitous, dishonest feedback, if they fear reprisal 
from their Managers. If there are fewer than four subordinates in the rating 
pool for a particular manager, the ratings (even though they are averaged) 
should not be given to the Manager. 

2. Managers may feel threatened and perceive that their authority has been 
undermined when they must take into consideration that the'ir subordinates 
will be formally evaluating them. However, research suggests that Managers 
who are more responsive to their subordinates, based on the feedback they 
receive, arc more effective managers. 

3. Subordinate feedback is most beneficial when used for developmental pur-
poses. It also can be used in arriving at the performance rating of record, but 
precautions should be taken to ensure that subordinates are appraising ele­
ments of which they have knowledge. For example, if a Manager's perfor­
mance plan contains elements that address effective leadership behaviors, 
subordinate input would be appropriate. It may not be appropriate for the 
employee to appraise the Manager's individual technical assignments. 

4. Only subordinates with a sufficient length of assignment under the manager 
(at least 1 year is the most common standard) · should be included in the 
pool of assessors. Subordinates currently involved in a disciplinary action or 
a formal performance improvement period should be excluded from the . 
rating group. 

5. Organizations currently undergoing downsizing and/or reorganization should 
carefully balance the benefits of subordinate appraisals against the likelihood 
of fueling an already tense situation with distrust and paranoia. 

Customen: Setting Customer Service Standards requires agencies to survey internal 
and external customers, publish customer service standards, and measure agency 
performance against these standards. Internal customers are defined as users of prod­
ucts or services supplied by another employee or group within the agency or orga­
nization. External customers are outside the organization and include, but are not 
limited to, the general public. 

What does this source contribute? 

1 . Customer feedback should serve as an "anchor" for almost all other perfor­
mance factors. Combined with peer evaluations, these data literally "round 
out" the performance feedback program and focus attention beyond what 
could be a somewhat self-serving hierarchy of feedback limited to the formal 
"chain of command." 

2. Including a range of customers in the 360-degree performance assessment 
programme expands the focus of performance feedback in a manner consid­
ered absolutely critical to reinventing Government Employees, typically, only 
concentrate on satisfying the standards and expectations of the person who 
has the most control over their work conditions and compensation. This 
person is generally their Manager. Service to the broader range of customers 
often suffers if it is neglected in the feedback. process. 

What cautions should be addressed? 

ir 

1 . With few exceptions, customers should not be asked to assess an individual 
employee's performance. The value of customer service feedback is most 
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appropriate for evaluating team or organizational output and outcomes. Thia 
· feedback can then be used as part of the appraisal for each member of the 

team. The possible exceptions arc evaluations of senior officials diRCdy ac-­
countabJe for customer satisfu:tion and evaluations of individual cmplo,aa 
in key "front Jine" jobs pcrsonaJJy serving internal or external custonicn:. 

2. Customers, by definition, are better at evaluating outputs (produas and 
services) as opposed to processes and working relationships. They generally 
do not sec or particularly care about the work processes, and often do noc 
have knowledge of how the actions of employees are limited by ceguJations, 
policies, and resources. 

3. Designing and validating customer surveys are an expensive and timc:.con­
suming process. The time and money are best spent developing cus«>mer 
feedback systems that focus on the organization or work unit as a whole. 

In India the use of the 360 degree as a performance assessment tool has not found 
many followers. Companies like Wipro and even IBM use it for middle and ICllior 
managers only and it is used purely for developmental purposes only. The con~cd 
manager receives the feed_back directly and he can then work with a mentor or b.ia 
own manager to identify development areas and improve on them. -

Management by Objective: 

The concept of 'Management by Objectna' (MBO) was first given by Pmr Drwdtn in 
1954. It can be defined as a process whereby the employees and the superion come 
together to identify common goals, the employees set their goals to be achieved, the 
standards to be taken as the criteria for measurement of their performance and contri­
bution and deciding the course of action to be followed. 

The essence of MBO is pllrlicip4tive pd setting, cboosi"I eorme of lletiom 111111 Mii,i.,, 
muing. An import11nt J>ll11 of the MBO is the ~ 111111 the &01IIJNl"l'I" of tlM 
employee's lldWII perfor,,u,nce with the st41Ul4wJs set. /dully, wbn m,p-,.a ,_,,,_ 
selves hlllle bem involved with the go,J setting 111111 the c"'-inf the co,me of._ ,. I# 
followed by them, they an mow lileely to folfill their raptnui~ 

TilE MBO PROCESS 

Performance 
Apprllillll 
(Rnrard8/ 
pumhmmts) 

Providing feedback 

Define 
otgarlisational goall 

Perfonnance 
evaluation/ review, 

DefmiQg 
employee 
objectiTH end 

c~ 
Moaiiomgof 
ped'onunce and 
progre• 



UNIQUE FEATURES AND ADVANTAGES OF MBO 

The principle behind M~ent by Obj~ves (MBO) is to create empowered em­
plor=a who have clarity of the roles and responsibilities expected from them, under­
stand their objectives to be achieved and thw hdp in the achievement of organizational 
~ wd1 as personal goals. 

Some of the important features and advantages of MBO are: 
' ·, .. 

·-

• . Clarity of goal, - With MBO, came the concept of SMART goals i.e. goals , 
that are: 

Specific 
Measurable 
Achievable 

, _ ,Realistic, and 

'"Tune bound. 
l' 

• The goals thw set are clear, motivating and there is a linkage between organi­
utional goal, and performance targets of the employees. 

• The focus is on future rather than on past. Goals and standards are set for the 
performance for the futwe with periodic reviews and feedback. 

• · Motivation - Involving employees in the whole process of goal setting and 
increasing employee empowerment increases employee job satisfaction and 
commitment . 

. Better communication and C.OOnlination -Frequent reviews and interactions 
between superiors and subordinates helps to maintain harmoniow rdation­

. ships within the enterprise and also solve many problems faced during the 
. period. 

ASSESSMENT CENTER: 

The . auessment center method involves multiple evaluation techniques, including vari­
ous types of job-related simulations, and sometimes interviews and psychological tests. · 
Common job simulations wed in assessment centers are: 

• in-basket exercises 

• .group discussions 

• simulations of interviews with ·"subordinates" or "clients" 

• &ct-finding exercises 

• analysis/decision-making problems 

• bral presentation exercises 

• written communication exercises 

Simulations are designed to bring out behavior rdevant to the most important aspects 
. of the position or level for which the asscssees are being considered. Known as "dimen­
sions• (or competencies), these aspects of the job are identified prior to the assessment 
center by analyzing the target position. A job analysis procedure identifies the behav­
ion, motivations, and types of knowledge that are critical for success in the target 
poliaon. During assessment, the job simulations bring out asscssecs' behavior or knowl­
edge in the target dimensions. 

A traditional assessment center involves six participants and lasts from one to three 
days. AJ participants work through the simulations, they are observed by assessors 
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(usually three line managers) who are trained to observe and evaluate behavior and 
knowledge level. Assessors observe different participants in each simulation and take 
notes on special observation forms. After panicipants have completed their simula­
tions, assessors spend one or more days sharing their observations and agreeing on 

' evaluations. If used, test and interview data are integrated into the decision-making 
process. The assessors' final assessment contained in a written report, details partici­
pants' strengths and development needs, and may evaluate their overall potential for 
success in the target position if that is the purpose of the center. 

Perhaps the most important featwe of the assessment center method is that it relates 
not to current job performance, but to futwe performance. By observing how a partici­
pant handles the problems and challenges of the target job or job level (as simulated in 
the exercises), assessors get a valid picture of how that person would perform in the 
target position. This is especially useful when assessing individuals who hold jobs that 
don't offer them an opportunity to exhibit behavior related to the target position or 
level. This is often the case with individuals who aspire to management positions but 
presently hold positions that don't give them an opportunity to exhibit management­
related behavior on the job. 

In addition to improved accuracy in diagnosis and selection, the organization that 
operates an assessment center enjoys a number of indirect benefits. Candidates accept 
the fairness and accuracy of promotion decisions more readily and have a better under­
standing of job requirements. Training managers to be assessors increases their skills in 
many other managerial tasks, such as handling performance appraisals and conducting 
coaching and feedback discussions. 

ICEBREAKING TECHNIQUES OF TRAINING 

Icebreaking techniques are used in training programmes, especially at the beginning, 
in order to promote interaction among participants and resowce persons. lcebreaking 
is also useful for reducing shyness and lack of confidence among participants. If success­
fully applied, icebreaking can make participants more enthusiastic and willing to take 
part in the training activities. lcebreaking can provide amusement, relieve boredom, 
reduce tension and stimulate creative thinking. When we select icebreaking activities 
we should consider those that enswe physical movement and/or mental exercise. De­
pending on circumstances, we can organize activities that require the involvement of 
participants as a group or their participation as individuals. 

USE OF APPRAISAL DATA 
The final step in evaluation process is the use of appraisal data. The data and 
information generated through performance evaluation must be used by the HR 
dept. 

In one way or the other, data and information outputs of performance-appraisal 
programme can critically influence the employer-employee reward opportunities. 
Specifically, the data and information will be useful in the following areas in HRM: 

• Remuneration administration 

• Validation of selection programmes 

• Employee training and development programmes 

e Promotion, transfer and lay-off decisions 

a Grievance and discipline programmes 

e HR planning 



Formal versus Informal Appraisal: 

The first step in designing an appraisal programme is to decide whether the appraisal 
should be formal or informal. Formal appraisals usually occur at specified time 
periods- once or twice a year. Formal appraisals are most often required by the 
organization for the purpose of employee evaluation. Informal performance appraisal 
can occur whenever the supervisor feels the need for communication. For example, 
if the employee has been consistently meeting or executing standards, and informal 
appraisal may be in order to simply recognize this fact. 

Many organi7.ations encourage a mixture of both formal and informal appraisals. The 
formal appraisal is most often used as primary evaluation. However, the informal 
appraisal is very helpful for more performance feedback. Informal appraisals shouJd not 
take the place of formal performance evaluation. 

REQUIREMENTS OF A GOOD APPRAISAL SYSTEM: 
I. ' It must be easily understandable: -If the system is too much complex or too 

time consuming, it may be anchored to the ground by its own dead weight 
of complicated forms which nobody but the expens understands. 

2. It musty has suppon of all line people who administer it: -If the line people 
think that there role is not very imponant then they will not consider the 
system seriously. Similarly, if the people find that the system is too theoreti­
cal, too ambitious, or that has been foisted on them by the ivory-tower staff 
consultants who have no comprehension of the demand then they wiU recent 
it. 

3. The system should be sufficiently grounded in the requirement of the orga­
nization: -It should reflect the value system of the organization. In fact 
functioning as a definition of performance, it shouJd teU he employee what 
set of activities or what qualities are considered desirable by- the organization. 
As such it should have linkage with the job description. 

4. The system should be both valid and reliable: -The validity of the ratings 
is the degree to which they are truly indicative of the: intrinsic merit of the 
employees. The reliability of the ratings is the consistency with which the 
ratings are made, either by different sectors, one by one rater at different 
times. Both validity and reliability result from objectivity. The appraisal 
system of many organiz.ations lacks this objectivity and bunches all employ­
ees into one or two top ranks without taking into account their merits. This 
raises outstanding performances but also raises doubts about the validity of 
the system. 

5. The system should have built-in incentive: -This means that the reward 
should follow satisfactory performance. Many authors however, advocate against 
the direct linkage between the appraisal and rewards. In their opinion, such 
a connection throttles downward communication of performance appraisal 
because superiors do not like being questioned by disgruntled subordinates. 

6. The system shouJd be open and participative: -It shouJd involve employees 
in goal-setting process. This helps in planning performance better. 

7. The systems shouJd focus more on the development and growth: -Of the 
employee than on generating data for administrative decision making related 
to promotions, increments, etc. the system must help in identifying 
employee's strengths and weaknesses and indicate corrective actions. For 
example it may reveal that goals need to be modified on; there is need for 
classifi~tion of duties or for additional training or job rotation or job enrich­
ment. 
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ADVANTAGFS OF PERFORMANCE APPRAISAL 

l. Compensation: Performance Appraisal hdps in defining proper compensa­
tion packages for employees. Through Merit rating system, performance 

· appraisal gives worth to a performance. Compensation package includes bonus, 
high salary rates, extra_ benefits, allowan~ and perquisites. These packages 
can be adequately determined t}:irough performance appraisal. The criteria 
should be merit rather than seniority. 

· 2. Promotion: Performance Appraisal hdps the supervisors to determine promo­
tion programmes for efficient employees. Consequently, inefficient workers 
can be dismissed or demoted and efficient workers can be promoted. 

3. Employees Development: The systematic procedure of performance appraisal 
hdps the supervisors to frame training policies and programmes. It hdps to 

· analyze strengths and weaknesses of employees. It also helps in framing 
future development programmes. 

4. Selection Validation: Performance Appraisal helps the supervisors to under­
stand the validity and importance of the selection procedure. The supervisors 
come to know the validity and thereby the strengths and weaknesses of 
selection procedure. Future changes in selection methods can be made in 
this regard. 

5. Communication: For an organization, effective communication between 
employees and employers is very impoi:tant. Through performance appraisal, 
the employers can understand and accept skills of subordinates. The subor­
dinates can also understand and create a trust and confidence in superiors. 
It develops the spirit of work and boosts the morale of employees. 

6. Motivation: Performance appraisal serves as a motivation tool. Through evalu­
ating performance of employees, a person's efficiency can be determined if 
the targets are achieved. This motivates a person for better job and helps him 
to improve his performance in the future. 

PITFALLS OF PERFORMANCE APPRAISAL 

Performance appraisal hdps management to collect data on human resources and use 
it for enhancing responsiveness of the organization. Since performance app'raisal is 
done by people who have emotions, there will always be some subjectivity. Though 
criterion could be stipulated, Personnd likings and biases will influence the. evalu­
ation. Every assessor has a price-expectation . of a particular type of behavior. An 
appraiscc, who meets it, will get higher assessment. Being subjective in nature, there 
are certain pit&lls which need to be guarded against. It must be appreciated that the 
issue of performance appraisal is very sensitive to the appraisee but its use affects his 
present position, status, and self-esteem and career growth. Performance appraisal 
system must not only be fair, equitable and transparent, but it must be perceived 
to be so. This can happen only if the system has in-built transparency. Some of the 
common pit&lls encountered in performance appraisal are the following: 

I . Shifting standards: - Performance appraisal should be based on uniform and 
fair standards, in case employees might get confused and the organization 
might not be able to decide as to who is suitable · and therefore should be 
promoted. For example, last year quality was the criteria for performance 
evaluation but the boss decides to judge them this year on the basis of 
quantity. 

2. Different nter'1 pattern,: - Mangers differ in rating style - some rate harshly 
whereas others are quite lenient. This can be reduced by precise definition 



on the appraisal form. For instance, dependability may be defined as confi­
dence you have in the employee to carry out instructions and the extent to 
which you can rely on his ability, punctuality and attendance. Subjectivity 
can also be moderated through a 'multi-layer appraisal system', where the 
immediate superior initiates the repon which is reviewed by next higher 
level. 

3. Central tendency: -Many appraisal forms require the appraiser to justify 
outstanding or poor assessments. So many raters may prefer an easier path 
of rating most people as 'average'. 

4. First impression: - Some raters may form an overall _ impression based on 
some specific qualities or features of the ratec in the first meeting itself and 
carry it forward. Making assessment on too short a time span and inadequate 
knowledge is incorrect. 

5. Latest behavior: - At times, the appraisal is influenced by the most recent 
behavior, ignoring the most commonly engendered behavior during the entire 
period. Thus, a usually sober person may be treated as arrogant because he · 
expressed his opinion. 

6. _Halo effect: - Some raters have a tendency to rate high/low on all perfor­
mance measures based on one of their characteristics. For example, an em­
ployee who is ju.st an average work performer but is very good in cricket and 
plays Ranji trophy may be given high overall rating. One who does not shave 
regularly may be assessed as low at workplace also. This can be reduced by 
rating employees on coach of the performance measures. 

7. Hom effect: - Highly aitical bosses have a tendency to compare performance 
of their subordinates with 'what they did'. This is not correct because the 
performance also depends upon the situation. For example, a salesman now ' 

_ operates in a 'buyer's market' is against the 'seller's market' of yesterday. 

8. Stereotyping (Rater's Bias): - Some raters have a standard mental picture 
about a person because of that person's sex, color, caste, religion, age, style 
of clothing, political view, etc. Stereotyping results in an oversimplified view. 
Such assessments are based on f.use assumptions/feelings, rather than facts. 
Discretion should not become discrimination. 

9. Spill-over effect: - This is allowing past performance to influence present 
evaluation. In some organizations, when an employee reports on transfer, his 
earlier reports are also transferred along. This biases the mind of the new 
boss. 

There arc other pitfalls such as taking too short appraisal interviews and fulling to 

suppon opinions with evidence, inadequate briefing of the appraisee and over-judg­
ing performance. In some of the organizations, such as PSUs, there is a system called 
CCR (Character Confidential Roll) - a system started by East India Company. Since 
it is confidential, it can be manipulated. The corporate world realized its disadvan­
tages and introduced sdf-appraisal systems. 

CONSTRAINTS OF PERFORMANCE APPRAISAL: 

An interaction with over 100 managers of various backgrounds in BHEL highlighted 
the following common constraints in implementing 'performance feedback' as per­
ceived by them: 

a) A work culture not so conducive to proper giving and receiving of feed­
back. 
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b) Lack of appreciation _about the philosophy and benefits of performance 
feedback . 

c) Lack of willingness of superiors/top management in adopting this prac­
tice. 

d) Fears and apprehensions about the use of performance feedback out-
comes. 

c) Confidentiality in the existing performance appraisal system. 

f) Interference by the trade unions in case of workers. 

g) Lack of proper system/procedure . 

. h) Lack of accountability. 

i) Lack of clarity on role, goal, job demands, etc. 

j) No direct li~ of performance feedback system with rewards/punish­
ment. 

k) Lack of proper skill in performance analysis and giving feedback. 

l) Constraint of time availability. 

m) Personnel bias and subjectivity. 

n) Non-uniformity in the criteria of performance analysis. 

o) Lack of trust and openness in people and conservativeness. 

p) Heterogeneous interest. 

q) Low motivation. 

r) Target achievement oriented system. 

s) Non recognition of the effort in subordinate development. 

POTENTIAL EVALUATION 
Potential Appraisal or evaluation is another powerful tool of employee development. 
Every time a manager recommends or fails to recommend an employee for a promo­
tion, a potential assessment has, in fact, been made. The process of assessing the 
managerial potential of employees deals with the question of whether or not · they 
have the ability to handle positions in the future which involve considerably more 
responsibility than what they have right now. Ai. long as individuals arc viewed as 
being able to handle increased or different responsibilities, they- would be consid­
ered to have potential (either latent or visible). 

Potential appraisal may thus be defined as a process of determining · an employee's 
strengths and weaknesses with a view to use this as a predictor of his future perfor­
mance. This would help to determine the promotabiliy of an individual to a higher 
position and help chalk out his career plan. The fundamental difference between 
reviewing performance and assessing potential is in the criteria used reviewing per­
formance, the criterion used is what goals the employee achieved and what skills he 
or she currently possesses that could be indicators of his or her ability to assume 
different or more advanced responsibilities. 

It is this, which makes potential appraisal a very crucial & critical area. If an em­
ployee without requisite abilities is promoted to a higher position and does not 
perform as per expectations, then it becomes impossible to demote him. 

Thus, he is unable to perform at the higher level and becomes a 'passenger' in the 
, system. It is rightfully assumed that every individual has potential, low or high. 

Many organiutions have people whose potential being low; performance too is not 



up to the mark. Whilst the question in ouc minds hovers around how such _people 
got into the system, the &ct remains that they do not contribute to the organization's 
performance. 

A major problem that companies &cc is tack]ing the problem children. They can 
have the ability to perform but do not perform and do not contribute to the 
organization's performance. This is mainly seen as an attitudinal problem. Further, 
these problem children bask in the glory of thcir potential but are unable to con­
tribute to their own jobs. Dealing with workhorses too could be tricky. They can 
perform very well on routine tasks but have limited · potential. Hence, their 
promotabilty is difficult and this creates frustrations for the employees. If promoted, 
they are unable to perform higher-level jobs and this too creates problems both for 
the individuals and the organization. We easily conclude that 'stars' are ideal people 
to have in organizations. But retaining these stars could be difficult. 

"People are like icebergs. What you sec above the surface (performance) is only a 
small pan. A large part of he attributes needed to perform excellently in a future job, 
which I call potential, is not immediately visible. It is hidden below surface." 

Potential appraisal refers to the identification of the hidden talents and skills of a 
person. It is a process of determining an employee's strengths and weaknesses. It can 
also be taken as a forecasting instrument for predicting the future performance of an 
employee. It is po~ible that the person might or might not be aware of those hidden 
capabilities. Potential appraisal is a future - oriented appraisal whose main objective 
is to identify and evaluate the potential of the employees. This is done in order to 

1 

assign higher positions and responsibilities in the organizational hierarchy to the 
employees. Many organizations consider and use potential appraisal as a part of the 
performance appraisal process. 

Basically, the major role of HRM is to develop the existing employees of an orga­
nization. This is better fulfilled by potential appraisal which involves assessing the 
capability of an employee which he po~ but does not utilize it fully. 

Potential means the qualities that exist within the employee and can be developed. 
Appraisal means to evaluate that potential. 

FEATURES OF POTENTIAL APPRAISAL 
1) Potential Appraisal is a process : Potential appraisal is a process as it under­

goes certain steps which help in disclosing skills and abilities of an employee 
which remains unnoticed by to the employee itself. 

2) Potential appraisal is future oriented : Potential appraisal aims to track the 
potential of the employees in order to make them rise up in the organiza­
tional structure. Managers try to find out the hidden attributes of employees 

· and determine whether the employee can handle more responsibilities in the 
future or not. 

3) Decision rnakiog process : Potential Appraisal helps in decision making as 
regards promoting candidates and making a career pl:m for them. 

4) lime is not fixed : It is under the judgment of the manager to arrange the 
potential appraisal activity. Unlike performance appraisal, it does not happen 1

, 

at a particular interval in every organization. The managers generally exercise 
it when an employee achieves certain target, or completes a year or is plan­
ning to change jobs for whatever reasons. 

5) Potential appraisal does not guarantee promotion : Normally, most of the 
companies do potential appraisal so as to facilitate the growth of an indi­
vidual. The companies can use the results of such an ~menr: 
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• To advise employees about their overall career development and fu. 
ture prospects. 

• To help the organization to make out succession plans. 

• To enable enthusiasm in the employees to sharpen the abilities. 
• To learn about the uaining requirements of the cmplo~. 

INDICATORS OF POTENTIAUQUALITIES 

• Adjusting with reality : While assessing the potential . of an cmplo~ it 
should be observed that how much a person thinks and acts objectively, 
survives emotional pressures and follow realistic projects with enthusiasm. , 

• Imagination : Secondly, an individual/employee should have the ability to 
imagine different possible causes of action. The mind of an cmpl~ should 
not be confined to 'This is the way it is always being done.' 

• Power of analysis : Managers should observe the analytical capabilities of all 
the employees in the complicated situations. The capacity to refonnulaae or 
transform a complex situation into convenient terms proves that the em­
ployee has required ability to analyze things differcntfy. 

• Broad vision : Another aspect of judging the cmplo~• potential is done by 
assessing the broadness of their vision. The ability to examine a problem in 
a broader framework and detect the aaual cause of difficult sinwions prova 
that the employee has a broad vision. 

• Penuasivmcss : Persuasiveness refers to convincing others towards the -.dop,­
tion of an i~ attitude, or action. It is an ability to sell ideas to other 
people. While undertaking the potential appraisal of cmplo~, managers 
should observe the persuading capacity of them. 

STEPS IN POTENTIAL APPRAISAL: 

Role Dimensions: 

Role Jfo1en!iions 

f ndicator of qualities 

Follow up 

r1.'Ulbd('k on Poc.cnri.al 
Apprai !I'd( for Can.u 

l>e\dt,pment 

The first step involved in potential appraisal is the determination of role dimensions 
for which an employee's potential has to be appraised. It is a list of the general wb, 
or functions, and responsibilities that arc required to be performed by the employ= 
related to a particular position. A job description is usually developed by conducting 
a job analysis, which includes examining the tasks and sequences of tasks necessary 
to perform the job. 

Indicator of Qualities 

This step includes determining various qualities that need to be assessed in the 



employees. As already discussed above, there arc various types of qualities that has 
t() be assessed in an employee. 

Follow up 

In the light of various attributes, potential of employee is appraised and suitable 
actions arc initiated. · 

Feedhack OD Potmtial Appraisal for C.areer Development 

· The process of Potential appraisal ends ~th giving feedback through counseling, 
mnrda, promotion, training, etc. Feedback acts as a very important function as it 
'"ults in motiwrion of employees either in monetary terms or non-monetary terms. 

DISTINCTION BETWEEN PERFORMANCE AND POTENTIAL 

Perfonnmce .appraisal is designed t() look backward in order to look forward. The 
best prediction of potential, using performance appraisal as the basis, is made when 
the next job is quite similar to the previous one. But, in many cases the next job may 
be quite different and thus the past performance will not be adequate as predictor 
of future performance. 

It is important for us t() dearly understand differences between the current perfor-
. mance and promotion potential of subordinates. As mentioned earlier, performance 
is the resultant behavior of the . subordinate on the task which can be observed or 
evaluated. Pucential, on the other hand, refers to empt~• abilities to fit int() future 
role. Moy managers default in assuming that a person with abilities to perform well 
in one job will aut()matically perform well in a more responsible position. It is for 
this reason; people arc often promoted t() positions in which they c.annot perform 
adcquardy. This has been amply summarized in Peters principl~- 7n any organiza­
titm. ,w,yone risa to his !ll1Jel of incompetmcl. We must remember that by promoting 
an employee with no promotion potential, we may lose a good worker and get a bad 
aecutivc. 

Moa performance appraisal forms· have a column for potential for promotion in 
whim a smre is 1a1uiRd. t() be filled up. Though this is supported by words, only 
the ~crical smre is re-corded fur manpower planning purposes. In addition, a 
ltlrcmeot such. as "ready fhr promotion in X months/years', if seen by the appraiser, 
is likely to be constructcd as a promise. 

There ue many methods available for identifying potential. These include assessment 
centers, psychological tats, assignmenta, peer-and-self assessment, and action learn­
ing programmes. Ideally, potential assessment should involve the use of more than 
one technique. This is likely t() result in more reliable judgment. 

AC.ASE STUDY 
Fmp½,.111, la:y c:ontributon to Indian growth stQry 

David Evans would like to call himself a 'motivational evangelist'. The founder­
duiD1Nn. of the $460-million performance improvement solution company Grass 
Rooa, and an associate of the WPP group, Evans says the Indian growth story has 
been c:onaihuted not just by companies but its key stake less holders - the employ-
ees. . 

The company, which set up operations in India this month, finds that the country 
oflas immense smpc for 'Performance Improvement tools'. In a freewheeling inter­
view with The New Manager, Evans (60) reiterated that investments - the trendiest 
word globally - should be applied to employees and not t() projects. I 

You hPe always said that unappreciated workers vote with their feet and one in four 
quits if the trend continues? 
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For any organu.ation, the biggest investment is 'not on projects but on its people. 
Disgruntled employees are like stretched out elastic bands. They lose their elasticity 
and hit back. The . essence of investment is retaining, acquiring or improving assets 

- items that have a place and a value on the balance sheet. So if a company has lost 
an employee, effectively it has lost an investment. 

Indian companies are going global. What global best practices should be followed to 
· survive the attrition crisis? 

Companies, like human beings, are also creatures of habit. If an organization has 
built bad habits into itself and doesn't change them, these habits could accumulate 
to become life-threatening. Employee ~etention ~ning in the workplace is the 
buzzword. Motivation, both of the employees and the company, is essential. Com­
panies do very little to motivate their employees. This is where Performance Man­
agement tools come in handy. 

How docs Performance Management differ from training? 

Training has completely eclipsed learning. Performance Management is all about 
learning newer values for achieving long-term goals. While training has always been 
judged quantitatively, learning without measurement is like a ship without a sail. 
When companies are becoming 'global', it is imperative to measwe it qualitatively. 
The budget was spent, the courses took place, the trainers imparted their skills, the 
trainees returned to their offices - but what was the net outcome? Performance 
Management, on the other hand, is like a good butler. If a company has a problem, 
like a good butler we listen and serve to fix it up. It is more like coaching a company 
for bigger responsibilities. 

Is there a way to measure Performance Management? 

Besides statistical analysis, the best way to measure performance management is 
through mystery shopping, a tool to measure how well new knowledge is being 
applied in praaice. The only difference between mystery shoppers and real client 
customers is that the mystery shoppers record and reveal what happened to them. 
In all other respects they arc the genuine article, meeting the demographic profile 
and living locally. They can find out exactly what it feels like to be a customer, and 

_ how staff reacts to a given scenario that they convincingly cnaa. 

Indian companies arc going global. Does culture diversity come in the way of the 
employee-employer relationship? 

Culture diversity has to be kept in mind especially following any M&A deals. 
However, constant dialogue can be cathartic. It breaks barriers and helps in estab­
lishing a foothold in the global arena._ 

How important are coaching and mentoring to the managerial cadre? Coaching can 
unleash the potential on a one-to-one or person-to-person basis in a non-threatening 
manner. It is personal therapeutic counseling. Managers arc expected to wear the 
coaching hat more often than thcjr managerial hats. 

Likewise, CEOs are desperately seeking a sounding board and want to partner with 
someone, who can help them navigate their business challenges and realizc their full 
potential. Organizations need to be handheld and they must provide platforms for 
engagements. 

Source: Business Linc Jan 28, 2008. 



1) Why, performance measurement is necessary for an organization? 

2) W1},a~ do you learn after reading this case study? 

SUMMARY. 

• · Performance evaluation is systematic activity by means of which the organi­
zation determines the extent to which the employee is delivering per agreed 
objectives and this is aligned to business results. 

• Performance appraisal may be understood as the assessment of an individual's 
performance in a systematic way, the performance being measured against 
such factors as job knowledge, quality and quantity of output, initiative, 
leadership abilities, supervision, dependability, co-operation, judgment, ver­
satility, health · and the alike. 

• Formal appraisal of an individual's performance with the objective to improve 
the performance in future is known as performance evaluation. 

• The :process of performance appraisal begins with establishment of objectives 
and ends with post appraisal actions. 

• Potential appraisal may thus be defined as a process of determining an 
employee's strengths and weaknesses with a view to usc this as a predictor 
of his fumre performance. 

• Potential appraisal refers to the identification of the hidden talents and skills 
of a person. 

ANSWERS TO 'CHECK YOUR PROGRESS' 

1. "Performance appraisal is the · systematic evaluation of die individual with 
regard to his or her performance on the job and his potential for develop­
ment" 

2. Results-based Appraisal: measures objective results of work. The focus is on 
the outcome/deliverables from the job, and this alone serves as the measure 
for success. It may not be possible to we in jobs which depend on team work 
or where the job is service / support based. 

3. 360 degiee appraisal : This method is concerned with systematically collect­
ing data on a person's skills, abilities and behavior from a variety of sources. 

4. Potential appraisal may thus be defined as a process of determining an 
employee's strengths and weaknesses with a view to usc this as a predictor 

· of his future performance. 

5. Compensation package includes bonus, high salary rates, extra benefits, al­
lowances and perquisites. These packages can be adequately determined 
through performance appraisal. The criteria should be merit rather than 
seniority. 

QUESTIONS 

1) What do you mean Employee Training? Explain the process of Training in 
an organization. 
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2) Explain Performance evaluation. What is. the objective and process of Perfor-
mance Appraisal? • , 

3) · Briefly explain various methods of Performance Appraisal. 

4) What do you mean by Potential Appraisal? Explain various ·steps -involved in 

potential appraisal. · 

~R READING 
• Human Resource Management: Gary Dessler 

• Human Resource Management: L. M. Prasad 
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9 Job Evaluation, and 
Com,pensation Management 

The Chapter Covers : 

■ Job Evaluation 

■ Concept of Job Evaluation 

■ Principles of Bjob Evaluation 

■ Job Evaluation Methods 

■ Prerequisites of Job-Evaluation Programme 

■ Introduction to Competency 

■ Compensation Management 

■ Components of Compensation and Rewards 

■ Wage & Salary Administration 

■ Functions of Wage and Salary Committee 

■ Difference Between Wage and Salary 

■ Advantages of Wage and Salary Administration 

■ Managing Wages 

■ Designing and Administering Compensation 

■ Case Study 

Laming Objectwes: 

After going through this chapter, you should be able to: 

■ Define Job Evaluation 

■ Understand Concept, Objectives, Principles and Process and 

Methods of Job Evaluation 

■ Define Competency 

■ Define Promotions, Transfers and Compensation Management 

■ Understand Wage and Salary Administration 
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INTRODUCTION 

Job Evaluation is the process of analysis and assessment of jobs to ascertain reliably 
their relative worth, using the assesmient as a basis for a balanced wage structure. Job 
Evaluation is used to establish a wage structure which is acceptable to both Manage­
ment and Labour by providing a relative value of every job in a plant or industry.A 
family of quantitative techniques used to detennine the salary levels of jobs. 

JOB EVALUATION 

Researoh indicates that 50% of job performance problems are due to people being 
in the wrong job. And 25% of the on-the-job performance problems are associated 
with the inability to identify the 'gaps' between the competencies of the person and 
the job requirements. Given these statistics the need to understand the requirements 
for performing a job well and what qualities the individual must have to do a good 
job is critical. Thls Unit focus on understanding the traditional time-tested approach 
of 'Job Evaluation' which is still practiced_ in most organizations as well as the 
emerging 'competency mapping' modem approach, prevalent in the larger MNC's. 

Some form of job evaluation is invariably part of a formal compensation management 
programme. The objective of job evaluation is to rank and ·price the job rather than 
the man. Job evaluation is concerned with assessing the value of the job in relation 
to another for it is only when each job has been properly evaluated that a sound 
compensation structtire can be built. And the fundamental concept of job evaluatio1:1 
is to be able to objectivdy assess the worth of the job with respect to the skills and 
capabilities that · is required to execute it. The British Institute of Management has 
defined job evaluation as "the process of analysis and assessment of jobs to ascertain 
reliably their relative worth, using the aMessment as a basis for a balanced wage 
structure". 

CONCEPT OF JOB EVALUATION 

All job evaluation systems depend heavily on job analysis and job description. Job 
analysis indicates the specific duties to be performed by the employee and the 
circumstances under which these duties are to be performed. A job description is a 
written record of the duties, responsibilities and conditions of the job. The job 
description provides ' the essential information on which each job is evaluated. The 
resulting measures of values are then translated into wage and salary rates. 

"Job analysis is the process of getting information about jobs; specifically, what the 
employee does; how he gets it done; why he does it; skill, education and training 
required; relationships to other jobs; physical demands and environmental condi­
tions". 

Job analysis and job evaluation do not replace, judgments in the administration of 
the pay structure. They merdy provide facts in so far as facts can be obtained 
through observation on which management and employees may base their decisions. 

Job evaluation is a process to determine the internal value of various jobs of an 
organization and allocate appropriate pay scale for the job holders/employees. It is 
the method of defining the actual worth of a job/position on a systematic basis in 
order to provide equity and consistency among the employees. This process is done 
by analyzing the responsibilities, duties, qualifications and· skiHs required in an 
employee. In job evaluation, quantitative measurement of a particular job is done for 
establishing consistent wage rate. It does not include the individuals' performance as 
it only assesses the internal worth of a job. It is the evaluation of job, not the 
evaluation of employees performing those jobs. 

OBJECTIVES OF JOB EVALUATION 

The decision to measure or rate jobs should only be made with the intent to reach 
certain objectives which are important to both management and the employee. 
Although there are many side benefits of job evaluation, the purpose is to _work 



toW'a!'ds a solution of the many wage and compensation related administrative prob­
lems which confront the industry. The bdow-mentioned are some of the important 
objectives of a job evaluation programme: 

1. Establishment of sound salary differentials between jobs differentiated on the 
skills required. 

2. Identification and dimination of salary-related inequities. 

3. Establishment of sound foundation for variable pay such as incentive and 
bonus. 

4. Maintenance of a consistent career and employee growth policy/ guidelines. 

5. In organizations with active unions, creation of a method of job classification, 
so that management and union officials may deal with major and fundamen­
tal wage issues during negotiations and grievance meetings. 

6. Collection of job facts 

a. Selection of employees 

b. Promotion and transfer of employees 

c. Training of new employees 

d. .Assignment of tasks to jobs 

e. Improving working conditions 

f. Administrative organization, and 

g. Work simplification. 

There are many established methods to carry out job evaluation in a scientific 
manner. A four-fold system of classifying evaluation systems is presented here. Two 
are described as non-quantitative and two as quantitative. 

1. Non-quantitative evaluation measures, 

a. The ranking system. 

b. The job-classification system. 

2. Quantita~ evaluation measures. 

a. The point system. 

b. The factor-comparison system. 

PRINCIPLES OF JOB EVALUATION 

1. Job evaluation deals with the relative worth of a job and not the person 
performing it. Requirements of a job are mostly definite and fixed in all the 
organizations. Therefore, while evaluating the job, it is useful to imagine the 
job being performed - not by the present job holder but by a replacement 
who performs a1J aspects of the job acceptability. 

2. Job evaluation should be based on job elements which can be easily under­
standable by everyone in the organization. It means that in making evalu­
ation, we must be concerned with what the job has to do and achieve. 

3. All the elements should be acceptable to the employees. This can be done 
by giving necessary information to them through their immediate supervi­
sors. Proper concentration should be given to evaluate the jobs at fully 
acceptable standard of performance. · 

4. Concerned supervisors should actively panicipate in rating the jobs. 
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PROCESS OF JOB EVALUATION 
The process of job evaluation is to evaluate the contents of jobs i.e. requirements to 

perform the job cffectivdy. These clements can be skills, qualifications, responsibili­
ties, working conditions, etc. A job evaluation process can be presented as:-

Job description 

Job Analysis 

Job analysis 

Appointment of 
committee fur job 

evaluation 

Defining criteria fur 
job evaluation 

Training fur job 
evaluation 

Selecting methods for 
job evaluation 

Job classification 

Job spccmcation 

Job evaluation starts with the job analysis. Job analysis is the process of identifying 
the nature of jobs. The main purpose of conducting job analysis is to prepare job 
description and job specification which in twn helps to hire the right quality of 
workforce into the organization. It helps to understand µie qualities needed by 
employees so as to give optimum work performa:nce. Job dcsaiption and job speci­
fication provides the requirements which an organization looks &om a partku1ar joo 
position. It states the key skill requirements, the levd of apcricnce needed,. level of 
education required, etc. 

Appointment of committee for Job Evaluation 

After the analysis of job requirements, a committee consisting of experienced and 
qualified members is drawn from different departments of the organization. Here~ 
HR person generally acts as committee chairman. 

Training for job evaluation 

After drawing members for committee, they are provided with proper training for job 
evaluation. There might be certain questions and doubts which should alwaya be 
cleared to the members of job evaluation committee. Some of these· questions are: 

1 . What is job evaluation? 

2. Why does this company needs job evaluation? 

3. How does it affect promotion policy? 

4. Docs job evaluation mean that everyone whose job is in same grade gets same 
rate of pay? 



Definiag criteria for job evaJuation 

For the evaluation of job, there has to be pre-<lcfined criteria in order to compare the 
jobs. There are two aspects for defining the criteria for job evaluation. 

a) Identification of critical f.actors involved in a job are evaluated like difficulties 
to perform a job, number of subordinates to be supervised, time span to 
complete a ~. etc. 

b) After identifying all the factors, criteria have to be fixed. These criteria can 
be fixed using cenain bendimarb. 

-~"I•· method, of job evaluation 

After fixing the criteria, next step is to select the most appropriate method for job 
evaluation ,process. There are various methods for evaluating the job. It can be 
possible that committee members can select one method or combination of more 
than one method. 

Job dauification 

The next step is the arrangement ~f jobs. On the basis of results obtained from job 
evaluation, various jobs arc classified into different grades like class ~rec clerk, class 
two clerk, class one clerk, senior clerk, and so on. 

At this point, jobs are finally evaluated and allotted with their respective worth. 

JOB EVALUATION METHODS 

Methods of job evaJuation can be classified into two heads i.e. quantitative methods 
and Non-Quantitative methods. Quantitative methods are known as analytical methods 
that use various quantitative techniques for evaluating the jobs. Non-quantitative 
methods arc also known as traditional, non- analytical or summary methods. 

I Types of Job evaluation method 

~ 
Mcdm 

-- RanlqMethod 

..,__.. Glading method 

Rvddng Method 

Quantitative methods 

Point Rating method 

Factors Comparison method 

In ranking
1 

method, a job · is compared with other job and ranks are allotted on the 
basis of oomparison. It starts with allotment of ranks for each job independently by 
each member of committee. This activity is performed by them twice or thrice in 
order to increase the reliability of ranking. After the ranks are allotted, the jobs arc 
weighted with their relative worth. 

Grading Method 

. Job grading method is also known · as job classification method. According to this 
method, fint grades and classes are established based on the description of job 
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derived from job analysis. For example: - jobs of an operative level may be classified 
as unskilled, semi-skilled, skilled and highly skilled. Though this step a series of job 
classes is prepared and graded accordingly. 

_ Point Method 

The most widely used method in all the business organ.i7.ations is point method. It 
is a quantitative or analytical technique used to determine the relative worth of a job. 
It is done on the basis of points allotted to each specific factor of a job. The sum 
total of these points allotted to various job factors is the worth of the job. This total 
is compared with that of other jobs and relative worth of various jobs is determined. 

Factors Comparison Method 

In this method, jobs are cvaluated by means of standard yardstick of va1ue and jobs 
are broken into various sub-factors and components. Job factors such as mental 
efforts, physical efforts, skiUs required, know-how required, abilities to solve the 
related problems, responsibilities, working CQnditions, etc are taken into account in 
relation to each job and thereafter each job is ranked. After then monetary va1ue of 
each sub-factor of the key job is ascertained. The total money value of each sub­
factor of the key job is later known as salary for the particular job. Finally, all the 
jobs are compared factor by factor in order to deterpiine the relative importance of 
them and placed in the job hierarchy. 

ADVANTAGES AND LIMITATIONS OF JOB EVALUATION 

Advantages: 

1. Job eva1uation is a logical and an objective method of ranking jobs relatively 
to each other. It may thus help in removing inequities in existing wage 
structures and in maintaining sound and consistent wage differences in a 
plant or an industry. 

2. The method replaces accidental factors occurring in fess systematic proce­
dures of wage bargaining by more impersonal and objective standards, thus 
establishing a clearer basis for negotiation. 

3. The method may lead to greater uniformity in wage rates and simplify the 
process of wage administration. 

4. Information collected in a process of job description and analysis can be used 
for improvement of selection, training, transfer and promotion, procedures 
on the basis of the comparative job requirement. 

1 . Though there are many ways of applying job cvaluation in a flexible manner, 
rapid changes in technology and in the supply of and demand for particular 
skills, acate problems of adjustment that may need further study. 

2. When job evaluation results in substantial changes in the existing wage 
structure, the possibility of implementing these changes in a relatively short 
period may be restricted by the financial limits within which the firm has 
to operate. 

3. When there arc a large proportion of 4tcentive employees, it may be difficult 
to maintain a reasonable and acceptable structure of relative earnings. 

4. The process of job rating is, to some extent, inexact because some of the 
factors and degrees can be measured with accuracy. 



5. Job evaluation takes a long time to complete, requires specialized technical 
personnel and is quite expensive. 

PREREQUISITES OF JOB-EVALUATION PROGRAMME: 

It is very important to decide the following matters before starting a job-evaluation 
programme: -

1. Jobs must be thoroughly examined and clear cut job descriptions and 
job specifications must be available for selecting factors to be evaluated 
for job evaluation purpose. 

2. The; next important decision is about the jobs and persons to be covered 
e.g., hourly paid jobs or salaried jobs. 

3. One job should be compared with others and put on a list in order of 
its worth. 

4. · In the job-evaluation plan, all persons who are going to be affected 
should participate. This will be possible only if job-evaluation plan is 
successfully communicated to all the employees. 

5. The job selected should be divided into different parts and each part 
(i.e., factor such as responsibility, skill, effon, working conditions) should 
be evaluated separately. 

6. Supervisors should fed convinced about the job evaluation programme. 

7. Supervisor should be given training in advance about job evaluation 
methods. · 

8. It should be widely publicized in the factory so that everybody becomes 
aware of this system. For major groups, separate pay structures should 
exist. Since the nature of work is different in production, sales, marketing 
and finance depanments, their pay structures must also be different. 

9. There is no sense in believing that job evaluation will not be challenged 
by the union. The management should accept its deficiencies with open 
mind. 

10. The job evaluation programme must be 'sold' (through a process of 
education) to all employees. · 

11. Any internal or external inconsistency in wage structure should be re­
moved after completing the process of job evaluation. 

12. Build definitions, measuring scales, forms, questionnaires and prelimi­
nary descriptions etc., beforehand. 

13. If job contents change, the supervisor should notify the job analyst so 
that necessary changes can also be made in the rating. It must be kept 
up to date. 

INTRODUCDON TO COMPETENCY 

First popularized l>y Boyatiz, competency is defined as "A capacity that exists in a 
person that leads to a behaviour that meets the job demands within parameters of 
organizational and that in-turn bring about the desired results"; "An underlying 
characteristic of a person results in effective and/or superior performance on the job". 
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Competency can be thought as a .tool that can be used to map 'best-in-class' per­
formance the best performer is always called the competent performer. Competencies 
are based on Knowledge - information accumulated in a panicular area of expertise, 
Skills - the demonstration of the expcnisc, Motive - the recurrent thought. that drives 
behaviour, Attitude-self-concept, value and self image, Traits - a general disposition 
to behave in a particular way. 

There are two sets of competencies: 

Threshold competencies - they arc the characteristics that any job holder needs to 
have to do that job effectively, but do not differentiate between average and superior 
performer; 

Differentiating competencies - are characteristics which superior performers have but 
is not present in average performers. This thinking holds the key to differentiate 
employees based on competencies they possess and there compensation and growth 
within the companies in modern companies. 

There arc therefore competency frameworks that define the competency requirements 
that cover all the jobs in an organi7.ation. These consist of the both work specific as 
well as behavioral competencies. Each job in the organization is profiled for the 
competencies needed and these arc then placed on to a common framework. De­
pending on the value of that competency, the number of competencies, the profi­
ciency level of the competency and the · competency's' uniqueness, the job worth can 
be assmcd in a comparative manner. 

Organi7.ations need to invest significantly and usually outsource the activity of com­
petency mapping. But done it remains relevant and in active use for the next 4-5 
years unless there is a significant change in the way the company conducts its 
business and its operating practices. 

Once establiahcd a competency framework helps: 

1) One universal set of competencies for all positions and 'employees in these 
positions 

2) Builds a common language and frame of reference for everyone 

3) Merit of each positions / individual 

4) Maka it easier to compare positions and employees across the job functions 
in the organi7.ation 

5) It helps align everyone towards a common culture and can suppon any 
culture change process 

LINKING COMPETENCY TO HR SYSTEMS 

One of the key benefits of the competency based management approach is its usage 
to build all of the other HR systems such as recruitment, performance management, 
training and development, career development, compensation management and 
Succession planning. These arc explained as follows: 

Recruitment and selection: The Competency profile for a job serves as the reference 
for the candidate hunt for the position. It is used at multiple stages in the recruit­
ment and selection process 

• Job Description and competency profile shared with the recruitment con­
sultant as well as hosted on the company intranet and internet site for 
prospective applicants to view. 



• Use' the competencies to design the appropriate selection tests and other 
methods 

• ~mcnt forms for interviewers to contain the competency list and specify 
the desired proficiency levels 

Performance Management: Increasingly the focus in most organizations using com­
petency frameworks is to build competency based performance assessment processes. 
The employees' performance is assessed on the core tasks and results as well as on 
the competencies required for the job he/she is doing. If there arc gaps between the 
desired proficiency and the current proficiency of the employee the employee is 
reviewed for devdopmcnt initiatives to improve the competency. If the employee has 
competencies above the desired proficiency he is potential talent and needs to be 
nunured for other roles and higher responsibilities. 

Training Needs: as explained above the information on gaps · in competencies arc 
collated for employees aaoss the. organizations and suitable training interventions arc 
designed. The methodology used for competency improvement is usually action 
learning based. Focus is on internalizing the learning by ensuring workplace appli­
cation projects and activities. Manager support in making competency training use­
ful is important. 

Career Planning: Competency assessments arc popularly used for hdping an em­
ployee discover his strength competencies and therefore serve as effective means for 
the employee to identify what roles/jobs can be best for the competencies the em­
ployee possesses. Most career planning assessment and activities arc built on enhanc­
ing the employee's strength areas and indcntifying jobs that match the strengths. 

Compenaarion philosophy: while there is significant work done in rcscarching com­
petency based compensation, the practical application of competency based compen­
sation system is not as easy. The competency framework provides a common 
benchmarking of all jobs across the organization on the competcnqes required and 
the proficiency lcvd for the competency. This framework is then mapped to levels 
or grades that create a job to level mapping. The levels have ranges of compensation 
that can be paid for any job at a specific lcvd. For example if there arc 25 job dusters 
in a company. Each job duster can have anywhere between 5 to 17 jobs. 

Each job in the job cluster is mapped to a lcvd in the company. So if a particular 
job cluster has 5 jobs each job has a set of competencies and proficiency and this 
determines the level of the job and let us assumes it maps to Levd 42 in the 
compensation system. All Level 42 jobs arc mapped to compensation range with a 
Minimum salary of Rs 45,000 and a maximum salary of Rs. 1, 20,000. This range 
specifics the recommended salary range for a employee in this job. Ideally a new 
employee being hired to this job should be paid not less than the minimum speci­
fied for this job. A employee doing a extremely good job in the role and has been 
in the role for dose to 3 years should be getting a salary closer to the maximum in 
the range. 

Succeuion Planning: competency based management is most effective · in succession 
planning initiatives. Competency assessment is a widdy used to identify and nunurc 
talent in organizations. Most succession planning decisions use the competency 
assessment data for the employee and this along with the career planning data arc , 
. used to ascertain employee readiness and inclination for new roles and responsibili­
ties in the critical roles identified for succession planning. 
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PROMOTIONS AND TRANSFERS 

From a general point of view, selection involves the following types of. p~blems: 

1.. Selection from within or outside the company 
t I 

2. Hiring new employees from outside the company. 

3. Promotion within the company 

4. Discharge of old employees. 

Promotion: 

A few companies do have a dear cut policy while certain organizations issue circulars 
as and when they need. Many companies develop policies over a period of time 
through settlements and agreements with the employees/unions. 

In promoting employees consideration should be given for establishment of the 
horizontal or vertical promotion. The desirability of securing assistant-who comple­
ment rather than supplement their superiors is the major point in a successive plan 
which is an integral part of manpower planning. 

Let us understand only two types of promotion :- Vertical & Horizontal promotion. 
In Vertical Prd'moti9n, employees are promoted from one rank to the next higher 
rank in the same department or division. This is based on the belief that this leads 
to effective utilization of experience gained in the same department. It also gives an 
opportunity to the employees to go up while increasing their specialization in their 
area of operation. However, it has got one disadvantage. The vacancies may be very 
few in a department. e.g. In a big University, a Lecturer working, in a particular 
Departm-=nt may not become a Professor or the Head of the Department unless his 
superiors die/retire/resign. This makes the person frustrated. Besides, this type of 
promotion limits a person's contact with other departments and does not permit him 
to enhance his knowledge/expertise with each year's experience. Because his experi­
ence would be one or two year's knowledge multiplied by 10 to 15 years rotation. 
If he does not get his promotion at the right time since the room at the top is 
limited he will also start disliking his job / organization. As a result, he becomes 
counter-productive. 

Horizontal promotions are considered an alternative to this by certain organizations. 
Under . this policy, an employee may be transferred from a position in one depart­
ment to a position of higher rank in another department or to the same rank in a 
different department if the transfer gives him an opportunity to acquire greater 
knowledge and wider experience e.g. if a Senior Lecturer cannot get promotion in a 
particular Department for obvious reasons, he may be transferred as Registrar of the 
University or as Controller of Examinations or Director of Distance Education. However, 
there is one difficulty. Unless the person is quite dynamic and intelligent, he may 
find the new assignment a tough one and irksome. To some, it may be a cause for 
frustration. 

However, for many, Horimntal promotion even if it is only a paper promotion is a 
challenge since it allows them job rotation. 

The Next question to be answered is the type of man to be promoted. There is a 
natural tendency for .an executive to select as his assistant one who has the same or 
similar abilities as his own. This may not result in most efficient combination. It is 
often observed that the assistant may imbibe the weaknesses of the Boss. 



Promotion is a pan of the general problem of selection. Promotion is also closely 
linked with Training, Post-training Placement, development and incentives. Promo­
tions and transfer make employees flexible. 

Definitions of promotion: 

1. PIGORS &: MEYERS: Define promotion as "'the advancement of an employee 
to a better job- better i_n terms of greater respect of pay and sala:ry. Better houses 
of work or better location or better working conditions-also may characteriz.e the 
better job to which an employee seeks promotions, but if the job does not 
involve greater skill or responsibilities and higher pay, it should not be consid­
ered a promotion." This definition takes into consideration only a Venical pro­
motion. 

2. DALE YODER: According to Dale Yoder, it is a "'moveme~t to a position in 
which responsibilities and presumably the prestige are increased. Promotion 
involves an increase in rank ordinarily; promotion is regarded as a change that 
results in higher earnings, but increased earnings are essential in a promotion." 
This definition talks of both vertical and horizontal promotions. 

3. KOONTZ O'OONNEL observed that promotion is "'a change within the orga-
. nization to a higher position with greater responsibilities and used for more 

advanced skills than in previous position. It usually involves higher status and 
. . " maease 10 pay. 

Promotions can be from within or. can be from outside depending upon the need of 
the organization as both have certain advantages and disadvantages. So also are the 
arguments for and against the concept of promotion on seniority or merit. A wise 
policy which is followed by many organizations is a proper blending of both. 

Opposite to promotion is demotion. It is more as a punishment. In certain cases it 
can be on cost reduction considerations. 

Transfers: 

PIGORS &: MEYERS consider transfer as "the movement of an employee from one 
job to another on the same occupational level and at about the same level of wages 
or salary" No appreciable change in task or responsibility is expected. 

SCOTT and others define transfer is "'the movement of an employee from one job 
to another. It may involve a promotion, demotion or no change in job status other 
than moving from one job to another." 

Types of Transfer: Transfers are of many types. It may be a reward transfer or a 
punishment transfer. Transfers can be classified as production transfers, Replacement 
transfers, Versatility transfers, shift transfers or remedial transfers. They can be tem­
porary or permanent. 

However, it is better to have a clear-cut and flexible transfer policy. Otherwise, it may 
lead to a lot of heart- burning among the affected employees. 

• The term wage is commonly used for those employees whose pay is calcu­
lated according to the number of hours worked. 

• A job is defined as a collection or aggregation of tasks, duties, and respon­
sibilities that, as a whole, is regarded as the reasonable assignment to an 
individual employee. 
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• Job satisfaction is determined by a set of personal and job factors. 

• The word 'salary' is defined in the · Oxford Dictionary as fixed periodical 
payment to a person doing other than manual or mechanical wvrk. 

• According to Subsistence theory, wages tend to settle -at a 1m:I just .safficieot 
to maintain the employees and his funily at minimwn subs~ce levels. 

• Francis A. Walker propounded Residual claimant theory. According to him, 
· there arc four factors of production/ business activity viz., land, labour, . 
capital and entrepreneurship. 

• Purchasing power theory holds that the prosperity, productivity and propas 
of industry depend on there being sufficient demand to ensure the sale of 
its products and pocketing of reasonable profits. 

I 

• A _minimwn wage has been defined by the Committee as •me wage wbida 
must provide not only for the bare sustehance of life, but for the preservation · 
of the efficiency of the employee. · 

• Fair Wage is the wage which is above "the minimum wage but below the 
living wage". 

• Living Wage is "one which should Mable the earner to provide fur him,elf · 
and his family not only the bare es.tentials of food, clothing and shelter but 
a measure of frugal comfon, including education for his children, proteai~n 
against ill-health, requirements of essential social needs and a meuure of 
insurance against the more imponant misforwnes, including old age•. 

• Job evaluation is concerned with assessing the value of the job in relation ro 
another. 

• Job analysis is the process of getting information about jobs. 

· COMPENSATION MANAGFMENT 

"What gets measured gets done", is a famous quote you find in the end evaydung 
we do is for a reason, and whether we admit it or not money is ranked as a ~ 
motivator as well as a reason for us to scdc employment. This unit is designed ro · 
provide an understanding of the key challenges that compensation/ salary manage­
ment poses for the enterprise. 

The terms 'wage' / 'salary' / 'compensation' are often used as synonyms. The cam 
wage is usually associated with contractual employee whose pay is calculated accord-_ 
ing to the nwnbcr of hours worked/ units produced. The word salary/compensation 
applies to the remuneration that is paid for a fixed period and does · not depend upon 
the nwnbcr of hours worked. It is associated with the white collar worker. 

Employees, in exchange of their work, generally expect some appreciation. Money is 
considered the most imponant motivation for employees, though non-6nancial in­
centives work efficiently. The goals of compensation management are ro design the 
lowest-cost pay structure that will attract, motivate and retain competent employees. 

Compensation is what employees receive in exchange for d1cir contribution ro the 
organization. Compensation management hdps the organization obtain, maincain 
and recain a productive workforce. 

"If you pidc the right people and give them the opponunity to spread their wings 
- and put compensation and rewards as a carrier behind it - you . almost don't have 
to manage them." -Jack Wdch 



Compensation is referred to the sum total of monetary and non monetary value 
provided to the employees in exchange for work performed. It is the money and 
other benefits received by an employee for rendering services to his employer. These 
benefits arc either direct or indirect rewards given to employees on the basis of the 
value of the job, their personal contributions, and their performance. Compensation , 1 

is an intqral pan of human resource management which hdps in motivating the 
employees and improving organizational effectiveness. 

Cascio has defined compensation as, 

•Compensation includes direct cash payments, indirect payments in the form of 
employee benefits and incentives to motivate employees to strive for higher levels of 

· productivity." 

However, Compensation management is concerned with designing and implement­
ing the total compensation package with a systematic approach to provide value to 
employees _in exchange for work performance. Compensation management is also 
known as wages and salary administration, remuneration management, or reward 
management. Compensation management deals with meeting the needs of both 
employees and · organization. _ 

OBJECTIVES OF COMPENSATION MANAGEMENT 

The compensation management focuses on following objectives: 

FOR EMPLOYER 
1. ~ and Retaining Personnel 

Compensation hdps in attracting and retaining right type of personnel in 
the organiution. Compensation management aims to provide fair and appro- · 
priate pay scale to the employees at all levels in the organization. It also 
reduces the managerial turnover and minimizes the recruianent cost for the 
organization. 

2. Motivating employees for biper productivity 

Compensation management aims at motivating pcrsonnd for higher produc­
tivity and performance. It is not possible to raise the . motivation level of 1 

employees just through monetary payments. There is a requirement of some 
other benefits like bonus, car, cdl phone, and other fringe benefits. ·There­
fore, by designing an effective compensation package, employees get moti­
vated for their work and performance. 

3. Comiatency in a,mpensation 

Compensation management tries to achieve consistency in the organization. 
This consistency can be attained in the organi7.ation by providing the com­
pensation with proper aitical evaluation of job and employees' performance 
on jobs . 

. 4. Prowking healthy intcmal competition 

Compensation management also aims at provoking healthy internal compe- , 
tition in the organization. If an organization enables fair and standardized 
pay scale for all the employees at same lcvd, employees will tend towards 
hard work and compete with each other so as to gain maximum rewards and 
benefits. 
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FOR EMPWYEE 
I. Work- life Balance 

When an employee receives his compensation and rewards as per his expec­
tations, he manages his work life and personnel life in a easy way. This 
motivates him co work hard cffcctivdy and efficiently. 

2. Recognition as a tool to self esteem 

Compensation and ocher benefits ace as a cool co build self esteem for an 
employee. High position and high salary gives an employee more of status 
and reputation which in wrn provides self esteem and social value to him. 

3. Planning for better quality of life 

Compensation and rewards hdp the employees co plan for better quality of 
life. Employees can allocate their monthly remuneration into certain savings 
and expenses. This also helps in improving the fuwrc conditions of employee 
and making chem eligible co manage exigencies through savings made by 
chem. 

FACTORS AFFECTING COMPENSATION MANAGEMENT 

There arc certain factors which affects the compensation management. Some of these 
facto.rs arc as follows: 

• Physical requirements 

• Skill requirements 

• Responsibility level 

• Working conditions 

• Organizational affordability 

• Market rate for talent 

• Economic conditions 

Physical requirements 

Organizations have to analyze their physical (no. of personnel) requirement and then 
evaluate the compensation accordingly. If the organization has to recruit large num­
ber of manpower, then compensation va1uc may go down. And if the requirement 
for people is less, then compensation will be more. 

Skills requirement 

Skills relate to the knowledge and potential of an employee. It signifies the ability 
and proficiency of an employee in order co accomplish a task. An organization 
decides chat at what level of work, what skills and qualities arc required in the 
employee/personnel. For example, fur a low level of work (operative), a semi- skilled 
worker can be appointed. But in case of high level of work (Managerial), a highly 
skilled employee is needed. Therefore, in accordance with the requirement of skills 
for a job, compensation packages arc olanncd. 

Responsibility level 
The level of responsibility is set against the designation of an employee. This des­
ignation and job title helps the managers to evaluate the job and hence compensa­
tion of the employee is decided accordingly. 



Working conditions 

Working conditions are the conditions that are provided to the employee while 
performing the job. These working conditions raise some son of costs for the orga­
niza f 6n and hence get included in the compensation for the employees. If the 
working conditions available to the workers have any risk or hazards, then the 
organization have a responsibility to provide all the benefits necessitated to them. 

Organu.ational affordability 

Compensations are always evaluated by the organizations according to their affordability 
and financial condition. If the financial condition of the organization is strong and 
it has proper liquidity flows, then compensations are generally high for the employ­
ees and in case organization is not in a proper liquidity position then compensation 
are low for the employees. 

Market rate for talent 

Every organization conducts a search in the market to know the current rate of 
compensation for the pcrsonnd at the same levd of work. This hdps in determining 
the prevailing compensation package provided to the employees of same level by 
different organizations. With the hdp of this information, the organizations evaluate 
the jobs and design the compensation package. 

Economic conditions 

Another factor that plays a very important role in deciding the compensation package 
of employees is the economic condition of the country. If the ecor.omic condition of 
a country is going thr:ough the inflation phase, then compensation is most likely to 
be low. And if it is going through the deflation phase, then compensation may be 
high because the cost of goods and services will be low for the organization. 

COMPONENTS OF COMPENSATION AND REWARDS . 

Job evaluation 

Job Descriptions 

Components of 

Compensation and 

Job analysis 

Pay structures 

A job description is a list of the general tasks, or functions, and responsibilities of 
a position. It also includes to whom the authority-responsibility rdationships, spn:i­
fications such as the qualifications needed by the person in the job, salary range for 
the position, etc. 

JQb Analysis 

Job Analysis is the process of identifying the narure of jobs. It refers to various 
r.1ethodologies for analyzing the requirements of a job. The main purpose of con­
ducting job analysis is to prepare job description and job specification which in tum 
helps to hire the right quality of workforce into the organization. 
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Job Evaluation 
\ 

Job evaluation is a process to determine the internal value of various jobs o~ an 
organization and allocate appropriate pay scale for the job holders/employees. lt ' is 
the method of defining the actual worth of a job/position on a systematic basis in 

1 order to provide equality and consistency among the e~ployees. There are four main 
techniques used in job evaluation: Ranking, Grading, Factor Comparison, and Point 
Method. 

Pay Structures 

Pay structures, also known as salary structures, are different levels of pay for jobs, or 
groups of jobs, by reference to their rdative internal value, as established by job 
evaluation. Most pay structures include several grades with each grade containing a 
minimum salary/wage and either step increments or grade range. 

Salary Surveys 

Survey conducted with other employers in the same labor market to determine pay 
levels for specific job categories is known as salary· .survey. Generally wage and salary 
surveys are conducted in the surrounding community or metropolitan area for the 
purpose of comparability. This market data may include average ~aries, inflation 
indicators, cost of living indicators, salary budget averages, etc. Companies may 
obtain results of surveys conducted by survey vendors or may conduct their own 
salary surveys. 
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Direct compen,ation 

It refers to monetary bcndits offered and provided to employees in return of the 
services they provide to the organi7.ation. The monetary bcndits include basic salary, 
house rent allowance, conveyance, leave travel allowance, medical reimbursements, 



special allowances, bonus, PF/Gratuity, etc. These benefits are given at a regular 
interval at a definite time. 

lpdirec:t compensation 

It refers to non-monetary benefits offered and provided to employees in lieu of the 
services provided by them to the organization. It includes Paid Leave, Car / rrans­
portation; Medical Aids and assistance, Insurance (for self and family), Leave travel 
Assistance, Retirement Benefits, and Holiday Homes, etc. 

WAGE & SALARY ADMINISTRATION 

The term compensation management, or alternatively, wage and salary administra­
tion revolves around designing and managing policies and methods of disbursing 
employee compensation. Traditionally it includes such areas as job evaluation, main­
tenance of wage structures, wage surveys, incentives administration, wage changes 
and adjustments, supplementary payouts, profit sharing, control of compensation 
costs, and other related pay items. 

Salaried often implies a status distinction, because those who are on salary are 
generally white-collar, administrative, professional, and executive employees, whereas 
wage-earners are designated as hourly, non-supervisory, or blue-collar. Wage-earners 
in some organizations do receive full wage if they are absent for such reasons as 
sickness, whereas salaried employees, especially at the lower levels, often receive 
ovenime pay when they work over the standard work week. 

Compensation/ salary systems are designed to ensure that employees are rewarded 
appropriately depending on what they do and the skills and knowledge (intellect) 
required for doing a specific job. It must therefore provide for the following key 
factors in order to be effective: The following factors may be helpful to raise the 
effectiveness of employees 

• Signal to the employee the major objectives of the organu.atiom - therefore it 
must link to the overaU goals and objectives of the company. For example if 
doing a quality job is critical for the company its compensation system has to 
ensure that this is adequately rewarded. On the other hand if a company values 
productivity and units produced, the compensation system would be designed 
such that productivity is rewarded. 

• Attract and retain the talent an organi7.ation needs - the need to benchmark 
salaries to the prevalent market standard for that job /skill so that the company 
is able to attract the right talent. If a enterprise pays a salary lower that what 
the market does for that job/responsibilities, the probability that suitable can­
didates would take the job offer and join the company. Even if they do join 
subsequently when they find that the market pays more for that job they would 
quickly find a more remunerative job and )eave the company. 

OBJECTIVES OF WAGE AND SALARY ADMINISTRATION 

The objectives of the wage and salary administration are as follows: 

1 . Control of costs. 

2. Fixing of fair and equitable remuneration. 

3. Using wages and salaries as an incentive to higher employee productivity. 

4. Maintenance of a good public relations image. 
To accomplish above objectives, the responsibility for wage and salary administration 
normally rests with the top management (i.e., Board of Directors in case of a com-
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pany) or the Chief Executive Officer, who is required to develop policies and pro­
cedures to achieve the company's objectives. The Personnel Manager plays an impor­
tant role in developing the wage policies and procedures. In some companies, this 
work is given to Wage and Salary Committee composed of line and staff executives. 

FUNCflONS OF WAGE AND SAi.ARY COMMITTEE 

The functions of wage and salary committee or any other person connected with 
wage and salary administration are: 

a) To check all activities of the salary administration group against company 
policies. 

b) To recommend to top management the wage policies for the administra­
tion of wage programme. 

c) To approve, in broad, policy determining manner, the system of job 
description and job evaluation. 

d) To suggest changes in wage policies and in the salary or wage level. 

e) To review wage and salary schemes department wise. 

0 To recommend to top management in specific raises for executives above 
a particular limit. 

DIFFERENCE BETWEEN WAGE AND SALARY 

Wage is compensation to the employees for services given to the organization. In case 
the quantum of services rendered is difficult to measure, then the payment is called 
salary. Gmerally the ""'I' pmoJ is shorter tlNm the s"'4ry period 

Payment made to labour is normdy referred as wages. Money paid periodically to 
persons whose output cannot be easily measured, such as clerical staff as well a:; 

supervisory staff, is generally referred to as salaries. Salaries are paid uniformly gen­
erally on monthly basis and at times the element of incentive is added in the form 
of commission. Incentives are paid to salaried persons in addition to their salaries. 
However, it is the area of labour that there are several types of methods of wage 
payment. 

PROBLEMS ARISING IN WAGE AND SALARY ADMINISTRATOR 

Pressure is regularly put on the wage and salary committee for enhancement of pay 
by executives, supervisors and employees. If the committee needs to such pressure, 
it would increase the wage expenditure of the company above the funds available for 
the payroll. It may also result in daring injustice because the inwards that belong 
properly to the efficient workers would be granted instead to those who could press 
the hardest. The aggressive department head may possess in an unusual degree the 
commendable loyalty to his people that prompts him to take a belligerent stand with 
reference to salary increases. Because of human element, wage and seamy committee 
or administrator yield more often to the department head who is regressive. Such 
pressure may be restrained to some extent where a departmental budget system is 
med. 

ADVANTAGES OF WAGE AND SAi.ARY ADMINISTRATION 

1 . Attract and retain the emplo~s: - If an organization possesses good 
wage and salary structure, it will attract and retain suitable qualified and 
experienced personnel. 



2. Builds high morale: - The wage rates established for various categories of 

jobs should be internally consistent, it will motivate the employees of 
, . and organization. It will build high morale of employees and act as an 

incentive to greater employee productivity and efficiency. 

3; Organmtion health will be good: - A good wage and salary structure 
with keep the employees satisfied. There will be lesser labour turnover, 
industrial disputes and employee grievances and exigencies. 

4. Labour cost equitable: - A good wage and salary structure will maintain 
two types of equitabilities viz. 

a) Labor cost equitable and 

b) Equitable wage and salary structure. 

Pay according to the work performed by an employee. If an employee is 
performing hazardous work pay him more. 

5. No Favoritism: - If an organization has definite wage and salary struc­
ture, favourtism can be avoided. 

6. Clearly drawn line of promotion: - If a company has good wage and 
salary structure, it can have a definite sequence of jobs and clearly drown 
line of promotion. 

7. Image of progressive employer: - A good and definite wage and salary 
structure would enable the company to project in the public an image 
of a progressive employer. 

8. Harmonious industrial relations: - A good wage and salary structure will 
serve as a sound basis for collective bargaining and enable the mainte­
nance of satisfactory union-management and einployee-management re­
lations. 

9. Ensure minimum wages: - A good wage and salary structure should a1so 
conform to the minimum wage .laws. 

ESSENTIALS OF AN ADEQUATE WAGE AND SALARY POLICY 

Wage and salary levds: 

A large number of factors enter into the determination of the levels of wages and 
salaries More important among them are: 

1. Wages and salaries paid by other companies, 

2. Firm's ability to pay, 

3. Cost of living, 
4. Conditions in the labour market, and 

5. Union pressure. 

1 . Wage and salary levels in · other firms: - One of the most important factors 
that a company has to take into consideration is the level of wages and 
salaries in comparable firms in the same industry or in the same geographical 
area. The basic decision to be made in this connection is whether to . pay at 
the going rate, above it or below it. In making this decision, a company has 
to take into account its ability to pay, conditions prevailing in the labom 
market, pressure of unions, productivity, profitability etc. 
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2. Companys ability to pay: - Company's ability to pay is another important 
consideration in deciding whether to pay at the rates prevalent in oompa­
rable firms, above this rate in order to attract, retain and motivate its em­
ployee, or below this rate and possibly attract, hold and motivate its employ­
ees by other means. If a company decides to pay below the competitive rates, 
it may often find itself in a· tight comer as the employee may attribute its 
inability to pay to management f.wures. In companies making profits above 
the industry average, ability to pay has often been used by unions and an 
argument for paying above the market rate of pay. A company paying bcfow 
the market rate will find it difficult to attract and hold its employees. It may, 
therefore, have to pay greater attention to their social, psychological and 
actualization needs. · 

3. Cost of Living: - Changes in wage levels have to be made in response to 

change in cost of living indices. When consumer's cost of living starts moving 
up and the purchasing power of money declines, wages and salaries of the 
employees stan declining in real terms. This causes hardship and the em­
ployees and their unions demand simultaneous and proportionate increases 
in wages and salaries. Some long-term collective agreement contains 'escala­
tor' clauses providing for automatic wage and salary increase in response to 
increases in the cost of living. Such wage and salary increases, unless made 
as a certain percentage of existing rates, reduce the wage and salary differen­
tials and disrupt the wage structure. 

4. Conditions in the labour market: - Conditions of supply and demand of the 
kind of employees a company wants to hire also play an important role in 
determining the level of wages and salatics. If the supply position of a 
patticular type of labour say, lathe operators is tight the unemployment. In 
case, labour of a patticular type is available in plenty, a company may be able 
to hire workers at below the going rate, although this may become a source 
of dissatisfaction and low morale, later on. 

5. Union prasure: -Labor unions often succccd in pressurizing a company into 
paying more than its ability to pay. They may also exercise influence in the 
selection of a particular job evaluation plan, key jobs and sample firms, etc. · 
in wages survey. 

These and other facrors like minimum wage legislation, etc., play an important role 
in the determination of wage and salary lcvcl. Once the overall level has been set up, 
attention should be directed to developing an internally consistent wage structure. 
This can be done by means of job evaluation. 

MANAGING WAGES 

The main purpose of wage and salary administration is to establish and maintain 
equitable wage and salary programs. The secondary objective is to design and imple­
ment an equitable labor-cost structure. Therefore payout cannot be out-of~sync with 
the organizations ability to pay it needs to be able to satisfy the employees as well 
as employers, profits maximized and . conflicts minimized. 

• Motivate employees to perform effectively - as discussed at the outset, money 
is a key motivator and it often might be the only motivator for most employees, 
therefore ensuring that compensation is appropriately disbursed need to be taken 
care of while designing the compensation system. Jobs in the brick and motor, 



productiqn setups would focus on higher incentive policies that would motivate 
the employee to produce more while the base-salary would be low. 

• Create the type of culture the company seeks to engender - compensation sys­
tems play a critical role as sponsors for the organi:zations culture. A performance 
driven culture would build compensation policies that clearly and significantly 
reward performance. A company that rewards loyalty would reward employees 
who stay longer in the company with significantly better incentive programs. 

Hence we see how compensation systems are reflective of the organizations over aJl 
philosophy of what its goals and objectives are and how this can be linked to salary 
payout. 

Wage and salary administration is concerned with the financial aspects of needs, 
motivation and rewards. Managers, therefore, analyze and interpret the needs of their 
employees so that reward can be suitably designed to satisfy these needs. We will 
now review a few of the important theories that suppon the design of wage systems. 

The. word 'salary is defined in the Oxford Dictionary as 'fixed periodical payment 
to _a person• doing other than manual or mechanical work'. The payment towards 
manual or mechanical work is referred to as wages. The word pay refers to the 
payment for services done which would include salary as well as wages. 

Wages are commonly understood as price of labow. In _ordinary parlance, any remu­
neration paid for services is etymological wage. Benham defines wage as '"a sum of 
money paid under contract by an employer to a worker for services rendered." 

Labow was always looked upon as a commodity governed by the law of supply and 
demand. Certain theories were propounded for determination of wages but these 
could not stand the test of time. A few theories arc discussed below: 

Sub.iatencc Theory: 

This theory, a1so known as 'Iron Law of Wages', was propounded by David Ricardo 
(ln2-1823). According to this theory, wages tend to settle at a level just sufficient 
to maintain the workers and his family at minimum subsistence levels. The theory 
applies only to backward countries where laborers are extremely poor and are unable 
to get their share. from the employers. 

Standard of living theory: 

This theory is a modified form of subsistence theory. According to this theory, wages 
arc determined not by subsistence level but a1so by the standard of living to which 
a clau of labourers becomes habituated. 

Residual claimant theory: 

Francis A Walker. (1840-1897) propounded this theory. According to him, there 
were fow factors of production/ business activity viz., land, labor, capital and entre­
preneurship. Wages represent the amount of value created in the production which 
remains after payment has been made for all these factors of production. In other 
words, labor is the residual claimant. 

The wage fund theory: 
According to this theory, after rent and raw materials are paid for, a definite amount 
remains for labor. The total wage fund and the number of workers determine the 
average worker's share in the form of wages. 
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Demand and supply theory: 

According to this theory, wages ~cpend upon the demand and supply of labor .. 

Marginal productivity theory: 

This is an improved form of demand and supply theory. Wages arc determined by 
. the value of the net product of the marginal unit of labour employed. 

Purchasing power theory: 

According to this theory the prosperity, productivity and progress of industry de­
pend on there being sufficient demand to ensure the sale of its productS and pock­
eting of reasonable profits. A large pact of the productS of industry is consumed by 
:workers and their families and if wages are high, demand will be good. However, if 
wages and the purchasing power of the workers arc low, some of the goods will 
remain· unsold; output will go down, which will result in unemployment. 

The bargaining theory of wages: 

John Davidson propounded this theory. According to him, wages arc determined by 
the relative bargaining power of workers or trade unions and of employers. When a 
trade union is involved, basic wages, fringe benefits, job differentials and individual 
differences tend to be determined by the relative strength of the organization and the 
trade union. 

The Tribunals and Wage Board& have generally followed the-principles laid down in 
the Fair Wages Committee's Rcpon on fixing wages. The Committee, in its rcpon, 
has focused on wage differentials and has identified 'the following factors for · consid­
eration for fixation of wages: 

I . The degree of skill. . 

2. The strain of work. 

3. The experience involved. 

4. The training involved. 

5. The responsibility undcnakcn. 

6. The mental and physical requirements. 

7. The disagreeableness of the task. 

8. The hazard attendant on the work, and 

9. The fatigue involved. 

CLASSIFICATION OF WAGES 

The International Labor Organization (ILO) in one of its publications, classified 
wages as under: 

1 . The amount necessary for mere subsistence; 

2. The amount necessary for health and decency; and 

3. The amount necessary to provide a standard of comfon. 

In India, wages are classified as below: 

a. Minimum wage 

b. Fair wage; and 

c. Living wage 



Minimum wage: A minimum wage has been defined by the Committee as "the wage 
which must provide not only for the bare sustenance of lite, but for the preservation 
o( the efficiency of the worker. For this purpose, the minimum wage must provide 
for some measure of education, medical requirements and amenities". In other words, 
a minimum wage should provide for the sustenance of the worker's family, for his 
efficiency, for the education of his family members, for their medical care and for 
some amenities. It is very difficult to determine the minimum wage because condi­
tions vary from place to place, industry to industry and from worker to worker. 
However, the principles for determining minimum wages were evolved by the Gov­
ernment and have been incorporated in the Minimum Wages Act, 1948, the impor 
tant principle being that minimum wages should provide not only for the bare 
sustenance of life but also for the preservation of the efficiency of the workers by way 
of education, medical care and other amenities. 

Fllir Wage: According to ,the Committee on Fair Wages, "it is the wage which is above 
the minimum wage but below the living wage." The lower limit of the fair wage is 
obviously the minimum wage; the upper limit is set by the "capacity of the industry 
to pay". Berween these two limits, the actual wages should depend on considerations 
of such factors as: 

i) The productivity of labour; 

ii) The prevailing rates of wages in the same or neighboring localities; 

iii) The level of the national income and its distribution; and 

iv) The place of industry in the economy. 

Living Wage: This wage was recommended by the Committee as a fair wage and as 
ultimate goal in a wage policy. It defined a Living Wage as "one which should enablf 
the earner to provide for himself and his family not only the bare essentials of food, 
clothing and shelter but a measure of frugal comfon, including education for his 
children, protection against ill-health, requirements of essential social needs and a · 
measure of insurance against the more imponant misfortunes including old age". In 
other words, a living wage was to provide for a standard of living that would ensure 
good health for the worker, and his family as well as a measure of decency, comfort, 
education for his children, and protection against misfortunes. 

Generally, ascertaining wages and deciding who to pay what is an activity undenaken 
in the beginning when an organization is set up. Thereon it is annual reviews to 
make corrections per the country's economic and market/industry trends. The man­
agement considers the state of the labor market and takes into account of what he 
can afford to pay and the value of the worker to him. The workers' willingness for 
employment at the rate offered implies that they agree to work at that rate, though 
they have had no part in fixing it. 

I . Collective Bargaining: 

Collective bargaining is still in the initial stage in India. Although it is a desir­
able development in the relations between management and labor, it cannot be 
imposed upon either side by compulsion and should evolve naturally from within. 

2. Voluntary Arbitration: 

In voluntary arbitration, both parties agree to refer their dispute to mutually 
agreed arbitrator and his award becomes binding on the panies. 
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3. Wage Legislation: 

Wages arc fixed according to law in some industries. The Central Govcrnmcn1 
and State Governments may fix minimum wages under the Minimum Wages- AC1 
of 1948 for industries in which workers arc exploited or too unorganized to 
protect their own interests. In order to advise them in the matter of fixing 
minimum wages, the. Governments- appoint Minimum Wages Committees and 
the Advisory Boards. The ~mmittccs and the Advisory Boards consist of equal 
number of workers and employers representatives and also independent members 
whose number should not exceed one- third of the total number of members. 

4. Conciliation: 

The Industrial Disputes Act, 1947, provides for consideration in case of disputes 
between employers and workers. If an agreement is reached in the . course of 
conciliation proceedings, it becomes binding on the parties and takes effect from 
the date agreed upon or from the date on which it is signed by the two parties. 
In case no agreement is reached, the Conciliation Officer sends a full report of 
the procecdin~. On, receipt of this report, the government may decide to refer 
the case to Industrial Tribunal for award. 

5. Adjudication: 

Labor COl,lffl and Industrial Tribunals are set up under the Industrial Disputes 
Act, 1947. On studying the awards one gets the impression that the adjudicators 
are attempting to justify their decision in social and ethical terms. At the same 
time, there is a desire to satisfy both panics to _ the dispute, and therefore, 
economic factors such as capacity to pay, unemployment, profits, condition of 
the economy or wclf.u-c of the industry concerned, arc given due prominence. 

6. Wage Boards: 

The boards arc appointed by the Government and usually consist of seven 
members - two representatives of management, two of labor, two independent 
members and a chairman. The board is expected to take into account the needs 
of the specific industry in a developing economy, the special features of the 
industry, the requirements of social justice, and the necessity for adjusting wage 
differential in such a manner as to provide incentives to workers for advancing 
-their skilJ. Its recommendations may be accepted by the Government either 
completely or partly, and may be statutorily imposed on the industry in ques­
tion, or may be rejected. 

In a nutshcU, wages arc influenced both by social an4 economic factors. In one case, 
economic factors may play a major role, whereas in another, social factors may be 
predominant. Thus, wages arc product of both social and economic factors. 

DESIGNING AND ADMINISTERING COMPENSATION 

A lot of the design of compensation dispensation in modem times is based on the 
theoretical framework provided by the Equity theory. The Equity theory states that 
satisfaction with pay is always with reference to relevant others. The following equa­
tion provides the details of the consideration that influence the sense of satisfaction 
that an employee experiences with salary: 

My Rewards (outcomes) 

My Contributions (input) 
Vs. 

Other's Rewards 
Other's Contributions 



The employee very naturally and ofi:cn unconsciously identifies 'rdevant' others who 
:u-c fa.nilar to himsdf/hcrsdf professionally / with the job characteristics / the skill­

. set . etc, The employee then begins to constantly compare and evaluate to retain a 
statc._of equilibrium. When the left hand side of the equation is equal to the right 
hand side there is no dissonance and the employee is happy and satisfied in what 
he's getting paid. 

When the employee perceives a dissonance in the way he is paid vs. what the relevant 
other is paid there is discomfon and dissatisfaction at work. lf the left side of the 
equation is lower than the right hand side of the equation it is a case of the employee 
under-reward and he/she can opt to engage in the following course of action: 

• Individual could ask for a raise 

• Individual could reduce contribution (work less hard) · 

• Individual could try to get the other to reduce contribution 

• Quit or 

• Choose another relevant / comparison other 

If the left hand side of the equation is higher than the right hand side it is a case 
of over-reward and the employee normally reacts in the following ways: 

• Individual could increase contributions (work harder or longer, cultivate 
additional skills) 

• Individual could attempt to get the other a raise 

• Individual could attempt to get other to increase his/her contribution 

• Quit the job as he/she is, soon singled out by the others 

• Choose another rdcvant/comparison other 

Therefore in designing pay systems organi7.ations need to pay attention to all three 
dimensions of equity; internal Equity: A pay differential between different jobs, 
within the organization too large or too small, external Equity: comparison of similar 
jobs in different organizations and individual Equity: comparison among individuals 
in the same job with the same organization. · How do organizations achieve this 
delicate balance among so many variables? 

Internal E,puty is best established by ensuring that each and every job internally is 
appropriatdy compared and benchmark. Carrying out job evaluation exercises and 
reviewing it from time to time takes care of this challenge. Additionally providing 
employee transparency in the way jobs arc ranked and aligned to levels within a 
common hierarchy is critical. We will spend time in the next chapter understanding 
this in a detailed manner. 

External Equity is established by organiutions participating in salary surveys where 
the organizations own salary levels arc benchmarked with comparative companies in 
the same industry to ascertain how they pay vs. the market. This is usually done by 
engaging with a third party consultant specializing in carrying out salary/compen­
sation surveys. The steps in a compensation survey activity would normally be 

· • Identify and assign a consultant to carry out_ the salary survey 

• Identify the jobs / roles that the company wants to benchmark - a company 
might not want all jobs to be benchmarked as it is expensive, only those jobs 
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that are critical to the business might be identifie<l for benchmarking against 
the market. 

• Identify the companies in the industry that it wishes to benchmark against 
- peer / competitor companies with whom the company competes in ~e 
market and with whom the fight for talent is on are common examples, 
however companies that pay way above or 'below the normal market trends 
might be eliminated to ensure that more stable data is used for comparison. 

• Share all information related to the identified jobs such as job description, 
job specification, person specification, level in the organization, salary and 
benefits and other perquisites provided 

• Consultant provides the report. Review the report to ascertain where the 
company · stands · with its competitors. 

• Take corrective action as required/ as per compensation philosophy and ability 
to pay 

As this is a expensive and time consuming process organizations normally do a survey 
once in 2-3 years, however larger MNC's might want to do one every year. Com­
panies can also purchase off-the shelf industry specific compensation survey reports 
that are published by these consultants and do their own benchmarking with the . 
help of the internal HR teams. 

Another impomant pay level decision is the way the organization wishes to bench­
mark its pay level on an overall basis. An organi7.a.tion can decide to lead the market 
and pay its employees closer to the top end of the benchmarked salary ranges, else 
it can lag the market and intentionally peg itself at the lower end of the salary ranges 
from the survey results. An organization can decide to 'match' the market and pay 
salaries at the market average. Therefore, in keeping with their pay philosophy a 
company can decide to pay at the 75th percentile of the market. Therefore it would 
benchmark itself against the 75th percentile on the survey results obtained from a 
custom survey or a off-the-shelf one. 

Individual equity is established through having clearly laid down compensation 
policies and guidelines. The focus here is on transparency where the employee is 
satisfied because he knows that he as well as comparison others are paid similarly and 
as per the declared compensation guidelines. Few elements that ensure a fair policy 
exist: 

• &tablishing Pay Ranges commensurate with the levels in an organization 

• Provide for Broad-banding dubbing levels into few bands that will make 
promotions meaningful and relevant 

• Ensuring that there are no employees above or below a range, exceptions 
break the rule and results in lack of credibility 

• Ensure that the criteria for ascertaining individual pay is clearly linked to 
merit, skill or seniority, avoid ambiguity' for bias that might breed favoritism 
or nepotism 

• Some medium as also most large family-run organizations provide for em­
ployee participation / negotiation of pay terms. Usually this provision is for 
key and top performing employees. It is impomant for an organization to be 
dear on whether this is allowable or not. If it is not clarified, this can become 
a big de--motivator for other employees and a source of inequity. 



-. Ensure that compensation system is compliant with the countries statute, 
like minimum wages, provident fund, gratuity, paid leave, tax considerations 
and standard deductions. 

Compensation design of policy and guidelines is managed by a dedicated Compen­
satic:m and Benefits team which is a pan of the Human Resources Team. Compen­
sation administration i.e. payroll processing is however more of a Finance depanment 
activity. Often organizations aJso outsource this activity. Companies like Accenture, 
Hewitt, ADP are common payroll processing consultants. 

MANAGING BENEFITS IN ORGANIZATIONS 

Managing employee Benefits is a critical pan of the entire compensation policy and 
partirularly so as the cost is completdy borne by the company. There is no scientific 
way of ascertaining its impact on factors such as employee satisfaction and employee 
retention or productivity for that matter. In designing Benefits packages organiu­
tions need to pay attention to the following aspects: 

• Legal and local laws of the land that require statutory compliance 

• The positioning of Benefits in the total compensation strategy 

• Are the benefits provided consistent with the long term st~tegic business 
objectives and plans 

• Are our benefits meeting the needs and c:xpectations of the employees and 
their dependents 

• Are we competitive with the choice of benefits, adequacy and equity and 
costs vs. the industry / our competitors 

The components of a benc:fits package are commonly practiced as; Security and 
Health Benefits - which focuses on the provisions made by the employer with Life 
Insurance, Worker Compensation, Accident Insurance, Medical Insurance fur self and 
dependents (where different companies could differently categome dependents, some 
might include parents as dependents, some might limit it to ~pouse and children 
only), other medical coverage, Provident and Pension Plans, Severance Pay etc .. 
Organizations might even have other health benefits programs like Health Check -up 
~ps, Dental Camps and other employee wellness initiatives. The modern organi­
zations of today provide for on-campus gymnasium facilities or the reimbursement 
of gymnasium / health club membership. Other reimbursement plans like reim­
bunement of tdephone bills and broadband bills where these facilities might not be 
entirely used fur business purposes alone. Reimbursement of conveyance costs in­
cluding providing for pick-up and drop facilities for their employees. Also included 
are catering of lunch and snacks in addition to sophisticated on-campus food-courts 
·..nd even depamnental stores, all with the objedve of hdping the unployc.e rnan46c: 

~tter work - life balance. Another popular benefit is the provision for creche facilities 
for t.'1c infants of employees. While the larger companies can afford ~- on-car1pus or 
adjacent creche which is for the children of only the employees, other companies 
allo~ for the reimbursement of the cost of creche for their employee's children. 
Organizations like Cognizant and IBM go a step further by organizing for Children's 
camp during the school vacations. Organizations also provide for employee counsel­
ing/ assistance programs and facilities. Some might tie-up with professional counse­
lors to provide remote/ over phone/email counseling services, while some other com- ' 
panics provide for on-campus employee assistance kiosks manned by professional 
counselors visiting the facility 2-3 times a week. Some orga.,izacions miuic insist ,;:i 
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few benefits co· be contributory where the employee might need to bear pan of the 
cost. 

The challenge in managing benefits is that while· it costs a lot it is often taken for 
granted by the employees. The dilemma of finding the rig' balance of benefits and 
cash compensation is a on-going one. Like fu Compensation, Benefits too are 
benchmarked by organizations and implemented keeping the market practices and 
trends in view. The key to leveraging the investment made by organizations on 
benefits can be got by adequate communication making employees aware of them. 
It includes, providing clarity on how co apply for and claim benefits, as. well as- hold 
roadshows show-casing the benefits and what the employee can avail 0£ It fucuses 
·on to remind the employees chat they are part of the 'total compensation package'. 

Most large and medium siz.ed organizations manage compensation and benefits through 
state-of-the-art HRMS (Human Resource Management Systems) and the corporate 
intranet portals. Employee can enroll on-line for the benefits, ask queries, look up . 
the poticies and review the outstanding and balance status of the various benefits. 
They can view deadlines, apply for the various benefit claims and track reimburse­
ment status on-line. This brings a lot of empowerment to the employee as well · as 
awareness of the total benefits that he/she and their · dependents are eligible for. 

Some common metrics used to assess the investments made by a company on Bcn-­
efits: 

a. Annual cost of benefits for all •employees 

b. Cost per employee per year 

c. Percentage cost of payroll 

d. Percentage cost of total costs 

In these times of economic challenges organizations are closely tracking the invest­
ments 
and driving efficiency. 

Questions : 

1 . What is the role of Peter in chis case study. 

2. Write down a shon summery after reading this case study. 

CASE STUDY 

Starlight Achieves Comistency and Tran.sparmcy in Iarmtive Planning and Man­
agement 

Inconsistencies affect goal setting and payouts: 

A3 is typical in the hotel industry, Starlight's sales people move around a lot. And 
many of them move from hotel to hotel across the Starlight ponfolio of properties. 
To track performance, Starlight relied on a semi-automated, Excel- based process, 
where each hotel accessed centrally-stored data and entered those numbers into a 
spreadsheet. 

"It was hard to know if everyone, at each hotel, was using the same calculations or 
adding their own calculations into the spreadsheets," says Rob Peters, Vice President 
Sales Administration for Starlight. "The lack of transparency in . goal setting also 
made it difficult to ensure that individual hotels were rolling up into divisional goals. 



So it became quite time intensive to implement the required checks and balances on 
those processes." 

A new approach to setting goals and modeling plans: Peters recognized the need for 
a new solution and chose Serve C after a competitive review. He was impressed by 
the technology but also by Serve C's quick grasp of Starlight's business requirements. 
For Peters, there was a synergy between the companies and personalities, and he was 
impressed by Serve C's eagerness to devise a creative solution that maximized Starlight's 
rcrurn on investment for the project. 

"We definitely had challenges in the process, but Serve C listened and collaborated 
with us to find solutions," says Peters. "With th.is type of project, it is critical to have 
a dedicated business and IT person on board right·at the beginning. And preparation 
is essential - know what you want compare and prepare and have a strong sense of 
your expectations around feel and fi.inctionality." 

Currently, Starlight has more than 2000 Serve C system users. At the beginning of 
the year, Starlight uses Serve C to set goals by division, by region, by individual 
hotd, by business type, by individual and by line of business/targeted measure. On 
a monthly basis, users input performance actual into the system, which integrates 
with SAP for reference values and calculates accurate payouts. 

With Serve C, Peters can ensure that sales people are using the most up-to-date plans 
and documents. He can make plan changes instantly and have immediate insight 
into the sales people affected by the change. Eliminating the separate spreadsheets 
from each location has enabled more effective modeling as well. Peters can add, 
modify, pick and choose measures and understand how they will affect performance. 

"When payouts arc a significant percentage of a seller's total compensation, it is 
aitical to maximize the dollars you put into your plans so you can focus on moti­
vating through promotions and incentives," says Peters. "Having automated madd­
ing capabilities enables me to use the data that we have in our systems strategically 
to identify the best way to spend our dollars on driving performance." 

Accuracy and transparency suppon changing sales strategics: 

By replacing the semi-automated, spreadsheet-based process with Serve C, Peters 
diminated his key challenges in incentive planning and management. 

"We have total transparency in our goal setting, ensuring that sellers align at the 
hotd, regional and divisional levd. Each goal and measure must be assigned to a sales 
manager, and the system enables simplified checks and balances. With Serve C, we 
also have the flexibility to change measures and weightings in our plans to adapt 
quickly to changing mark.ct conditions." 

Peters is also able to track internal turnover more efficiently because each employee 
has one system log on, regardless of how many different hotels they sdl. In addition, 
Peters no longer has to direct time to checking performance numbers from each 
hotel, freeing him up to complete higher value activities including business modeling 
and improved management rcponing. 

Case Study - Salary inequities at Acme Manufacturing: 

Joe Black was trying to figure out what to do about a problem salary situation he 
had in his plant. Black recently took over as president of Acme Manufacturing. The 1 

founder and former president, Bill George, had been president for 35 years. The 1 

oompany was family owned and located in a small eastern Arkansas town. It had 
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approximatdy 250 employees and was the largest employer in the community. Black 
was the member of the family that owned Acme, but he had never worked for the 
company prior to becoming the president. He had an MBA and a law degree, plus 
five years of management c:x:perience with a large manufacturing organiution, where 
he was senior vice president for human resources before making his move to Acme. 

A short time after joining Acme, Black stancd to notice that there was considerable 
inequity in the pay struaure for salaried employees. A discussion with the human 
resources director led him to believe that salaried employees pay was very much a 
matter of individual bargaining with the past president. Hourly paid factory employ­
ees were not part of this problem because they were unionw:d and their wages were 
set by colleaive bargaining. An examination of the salaried payroll showed t.':iat there 
were 25 ·employees, ranging in pay from that of the president to that of the rccep­
~onist. A doscr examination showed that 14 of the salaried employees were female. 
Three of these we,e front-line factory supervisors and one was the human resources . 
director. The other 10 were non management 

This examination also showed that the human resources director appeared to be 
underpaid, and that the three female supervisors were paid somewhat less- than any 
of the male supervisors. However, there were no similar supervisory jobs in which 
there were both male and female job incumbents. When asked, the Hr director said 
she thought the female supervisors may have been paid at a lower rate mainly 
because they were women, and perhaps George, the former president, did not think 
that women needed as much money because they had working husbands. However, 
she added she personally thought that they were paid less because they supervised 
less-skilled employees than did the male supervisors. Black was not sure that this was 
true. 

The company from which Black had moved had a good job evaluation system. 
Although he was thoroughly familiar with and capable in this compensation tool, 
Black did not have time to make a job evaluation study at Acme. Therefore, he 
decided to hire a compensation consultant from a nearby university to help him. 
Together, they decided that all 25 salaried jobs should be in the same job evaluation 
cluster, that a modified ranking method of job evaluation should be used, and that 
the job descriptions recently completed by the HR director were current, accurate, 
and usable in the study. 

The job evaluation showed that the HR director and the three female supervisors 
were being underpaid relative to comparable male salaried employees. 

Black was not sure what to do. He knew that if the underpaid female supervisors 
took the case to the local EEOC office, the company could be found guilty of sex 

discrimination and then have to pay considerable back wages. He was afraid that if 
he gave these women an immediate salary increase large enough to bring them up 
to where they should be, the male supervisors would be upset and the female 
surervisors might comprehend the total situation and want back pay. The HR 
director told Black that the female supervisors had never complained about pay 
differences. 

The HR director agreed to take a sizable salary increase with r.o b:1ck pay, so th.is 
pan of the problem was solved. Black bdicvcd he had for choices rdative to the 
female supervisors: 

1. To do nothing. 



2. To gradually increase the female supervisors salaries. 

3. To increase their salaries immediately. 

4. To call the three supervisors into his office, discuss the situation with them, and 

jointly decide what to do. 

Questions 

1. What would . you do if you were Black? 

2. How do you think the company got into a situation like this in the first place? 

3. Why would you suggest Black punue the alternative you suggested? 

SUMMARY: 

• Job analysis indicates the specific duties to be performed by the employee 
and the circumstances _under which these duties are to be performed. 

• A job description is a written record of the duties, responsibilities and con­
ditions of the job. The job _description provides ' the essential information 
on which each job is evaluated. 

• Competency is defined as "'A capacity that exists in a person that leads to a 
behaviour that meets the job demands within parameters of organizational 
and that in-turn bring about the desired results,.. 

• Competency can be thought of a as a tool that can . be used to map 'best­
in-clas.s' performance the best performer is always called the competent per­
former. 

• Job evali.ation deals with the relative worth of a _iob and not the pers_on 
performing it. Job evaluation starts with the job analysis. 

• Job ~uation is concerned with assessing the value of the job in relation to 
another for it is only when each job has been properly evaluated that a sound 
compensation structure can be built. 

• Job analysis is the pr~ cf identifying the natu."'C of jobs. The main pl.li'­
pose of conducting job analysis is to prepare job description md job speci­
fication which in turn helps to hire the right quality of workforce into the 
organization. 

• The term compensation management, or alternatively, wage and sa1uy ad­
ministration revolves around designing and managing policies and methods 
of disbuning employee compensation. 

• Compensation/ salary systems are designed to ensure that employees are 
rewarded appropriately depending on wtiat they <io and the skii:.S · and knowl- · 
edge (intellect) required for doing a specific job. 

• Managing empioyee Benefits is a criticai part of the entire compensation 
policy and particularly so as the cost is completely borne by the company. 

ANSWERS TO 'CHECK YOUR PROGRESS' 

1. Job evaluation is a process to determine the internal value of various jobs 
of an organfaation and allocate appropriate pay scale for the job holders/ 
employ~. It is the method of defining the actual worth of a job/position on 
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a systematic basis in order to provide equity and consistency among the 
. employees. 

2. Job analysis is the process of identifying the nature of jobs. The main 
purpose of conducting job analysis is to prepare job description and job 
specification which in tum helps to hire the right quality of workforce into 
1he organi:,ation. 

3. Promotion is "a change within the organi:zation to a higher position with 
greater responsibilities and used for more advanced ~kills than in previous 
position. It usually involves higher status and increase in pay." 

4. Transfer is "the movement of an employee from one job to another. It may 
involve a promotion, demotion or no change in job status other than moving 
from one job to another." · 

5. Compensation is referred to the sum total of monetary and non monetary 
value provided to the employees in exchange for work performed. It is the 
money and other benefits received by an employee for rendering services 
to his employer. 

QUESTIONS: 

1) Define Job Evaluation. 

2) What are the Principles and Objectives of job evaluation? 

3) What is the process of Job Evaluation? 

4) Explain various methods of Job Evaluation. 

5) Briefly explain Compensation and Reward System of Employee and 
• Employer. 

6) What general f.tctors affect the Compensation Management? 

7) Explain various components of Compensation and Rewards of Employees. 

8) Explain the concept of Wage & Salary Administration. 

9) Discuss various theories of Wages. 

10) How Compensation is designed and administered? 

FURTHER READING 

• Human Resource Management: Gaiy Dessler 

• Human Resource Management: L. M. Prasad 



10 lnd,ustrial Relations 

The Chapter Covers : 

■ Scope of Industrial Relatio~ 

■ Measwes to Improve Industrial Relations 

■ Causes of Industrial Disputes 

■ Weapons of Management 

■ Trade Unions and Participative Management 

■ Definition of Trade Union 

■ Objectives of Trade Unions 

■ Principles of Trade U:nions 

■ Criticism of Trade Unions by the Employers 

■ Suggestions for the Development of such Unions 

■ Participative management 

■ Employee DiscipJine 

■ Essentials of a Grievance Procedwe 

■ Employee Empowerment 

Learning Objectwes: 

After going through this chapter, you should be able to: 

■ Define Industrial Relations and its Scope 

■ Understand Industrial Dispute Management 

■ Various causes of Industrial Disputes 

■ Process of Collective Bargaining 

■ Describe Trade Unions, Workers' Participative in Management, 
Grievance Handling and Employee Empowerment 
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INTRODUCTION 
fodustrial Relations are used to denote the collective relationships between manage­
ment and the workers. 

In the words of Lester: "Industrial relations involve attempts at arriving at solutions 
between the conflicting Objectives and values; between the profit motive and social 
gain; between discip!ine and faedom, between authority and industrial democracy: 
between bargaining and co-operation; and between conflicting interests of the indi-

, · vidua!, the group· and the community" 

By J. Henry Richardson: 

"Industrial relation is an art, (the art of living together for purposes of production. 
The parties while working together learn this art by acquiring the skills of adjust­
ment. 

In simple words, industrial relations are the outcome of the 'employment relation­
ships' in industry, i.e. between employers and labor. The government of a nation or 

· state influences these relations to a great · extent. 

There are three main parties in industrial relations: 

(i) Worken and their Organa.ations: The personal characteristics of workers, their 
culture, educational attainments, qualifications, skills, attitude towards work, 
etc. play an important role in industrial relations. Trade unions are formed for 
safeguarding the economic and social interests of the workers. They put pressure 
on the management for the achievement of these objectives. 

(ii) Employers and their Organa.ation: The employers are a very important variable 
in industrial relations. They provide employment to workers and try to regulate 
their behaviour for getting high productivity from them. In order to increase 
their bargaining power, e.:nployers in several ind-JStries have organized employers' 
associations. These associations put pressure on the trade unions and the Gov­
ernment. 

Three main parties 
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• The Employees' or the Workers' Organisation (Trade Union) 

• The Employers' Organisa.tion 

• The State or Government 

Parties to industrial Relations 

Trade Union • Employers' Organisation Government 

Industrial relatfons are born om of employment relationship in an industrial 
setting. Without the exist~nce of two parties i.e. labor and management, this 



relationship cannot exist. It is the industry, which provides the enviro~ment for 
industrial relations. 

Industrial relations are characterized by both conflict and co-operation. So the 
focus of industrial relations is on the study of the attitudes, relationships, 
practices and procedures devdoped by the contending panics to resolve or at 
least minimize conflicts. 

(iii) As the labor and management do not operate in isolation but are a pan of the 
large system, so the study of industrial rdations also includes vital environmen­
tal issues like. technology of the workplace, country's socioeconomic and politicai 
environment, nation's labor policy, attitude of trade unions, workers and em­
ployers. 

Industrial rdations also involve the study of conditions conducive to the labor, 
managentent co-operation as well as the practices and procedures required to 
dicit the desired co-operation from both the parties. 

Industrial relations also study the laws, rules, regulations, agreements, awards of 
coun, customs and traditions, as well as policy framework laid down by the 
government for eliciting co-operation between labor and management. Besides 
this, it makes an in-depth analysis of the intervening patterns of the executive 
and judiciary in the regulation of labor-management relation. · 

SCOPE OF INDUSTRIAL RELATIONS 

The scope can be studied under three main categories. These categories are: 

• Promotion and development of healthy labor-management rdations 

• Maintenance of industrial peace and avoidance of industrial strife and 

e Development of industrial democracy 

1) Development of Healthy Labor-Management .R.:lations: The promotion of 
healthy labor management relations pre-supposes the existence of strong, 
well-organized, democratic and responsible trade unions and associations of 
employers, the spirit of collective bargaining and willingness to take recourse 
to voluntary arbitration. 

Welfare work, whether statutory or non-statutory, provided by the state, 
trade unions and employers create, maintain and improve labor management 
relations and thereby contribute to industrial peace. 

2) Maintenance of Industrial Peace: Industrial peace pre-supposes the absence 
of industrial strife. Industrial peace is essential for increased productivity and 
harmonious labor-management relations. 

3) Development of IndustriaJ Democracy: The idea of industrial democracy 
states the labor should have the right to be associated with the management 
of an industry. To achieve this objective, the following techniques are usually 
employed: 

• Establishment of the Shop Councils and Joint Management Coun-
cils at the floor and plant levd. 

• Recognition of Human Rights in Industry 

• Increase in Labor Productivity 

• The availability of proper work environments necessary so that the 
worker can effectively carry out his assignment, as it is the environ­
ment, which stimulates or depresses, improves or destroys the rela­
tions between labor and management. 
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Contemporary issues in Industrial Relations: 

i. Low Wages: Low wages have been a perennial (permanent) problem and have 
been a source of industrial dispute for years despite the existence of Payment of 
Wages Act and the Minimum Wages Act. The acts do not seem to be solving the 
problem due to their poor implementation. In -many of the fuctories, workers are 
shll given wages below subsistence level, which leads to high degree of dissatis­
faction and subsequent decrease · in productivity. In many industries, the mini­
mum wages have not been revised at par to compensate for it. 

ii. Employment of Women: In the Indian cultural setup, the employment of women 
is a major problem even though things have started changing in the recent times. 
There are special provisions regarding the employment of women in the Factories 
Act, which prohibit employment of women during the night shift and also on 
heavy machinery. Under the Equal Remuneration Act, women at!! entitled to 

. equality of wages at par with the male workers. Some employers don't follow the 
above provisions in letter and spirit and continue to exploit the women workers 
by vinue of their strong position and because of mass illiteracy and superstition 
among the women workers. · 

iii. Ignorance and illiteracy: Various labor laws that have beer made would be ben­
eficial to the workers if implemented pro~rly. For this it is important that the 
workers themselves understand the underlying principles and provisions of the 
law and demand whatever is due to theni. With high rate of ignorance and 
illiteracy prevailing among the workers, it can be imagined how many of them 
know about the laws. It is here that the exploitation of workers takes place and 
legal provisions are ignored totally. 

iv. Industrial Housing: Another burning issue in the industrial relations field is that 
of accommodation to the industrial employees. Here the problem is that the 
firms are not able to provide accommodation to the employees and further that 
the house rent allowance (HRA) that they provide is · not sufficient to keep pace 
with the ever -rising demands of the landlords. 

v. Child Labour: The law requircs that no child below the age of 14 is allowed to 
work in any factory and the adolescent is not allowed to work in hazardous 
conditions. The Supreme Coun has passed a ruling strictly prohibiting the 
employment of children in any kind of factory. But still one finds instances of 
violation of law. 

MEASURES TO IMPROVE INDUSTRIAL RELATIONS: 
The following measures should be taken to achieve good industrial relations: 

i) Progressiw Management Outlook: There should be progressive outlook of the 
management of each industrial enterprise. It should be conscious of its obliga­
tions and responsibilities to the owners of the business, the employees, the 
consumers and the nation. The management must recognize the rights of work­
ers to organize unions to protect their economic and social interests. 

ii) Strong and Stable Union: A strong and stable union in each industrial enterprise 
is essential for good industrial relations. The employers can easily ignore a weak 
union on the plea that it hardly represents the workers. The agreement with 
such a union will hardly be honored by a large section of workforce. Therefore, 
there must be a strong and stable union in every enterprise to represent the 
majority of workers and negotiate with the managemept about the tenns and 
conditions of service. 

iii) Atmosphere of Mutual Trust: Both management and labor. should hdp in the 
development of an atmosphere of mutual cooperation, confidence, and, respect. 



Management should adopt a progressive outlook and should recognize the rights 
of workers. Similarly, labor unions should persuade their members to work for 
the common objectives of the organization. Both the management and the 
unions should have faith in collective bargaining and other peaceful methods of 
settling disputes. · 

iv) Mutual Accommodation: The employers must recognize the right of collective 
bargaining of the trade unions. In any organization, there must be a great 
emphasis on mutual accommodation rather than conflict or uncompromising 
attitude. One must clearly undemand that conflicting attitude does not lead to 
amicable labour relations; it may foster union militancy as the union reacts by 
engaging in pressure tactics. The approach must be of mutual "give and take" 
rather than "Take or leave." The management should be willing to co-operate 
rather than blackmail the workers. 

v) SinccR Implementation of Agreements: The management should sincerely imple­
ment the settlements reached with the trade unions. The agreements between 
the management and the unions should be enforced both in letter and spirit. 
If the agreements are not implemented then both the union and management 
stop trusting each other. An environment of uncertainty is created. To avoid 
this, efforts should be made at both ends to ensure the follow up of the 
agreements. 

vi) Worbn' Participation in Management: The participation of workers in the 
management of the industrial unit should be encouraged by making effective 
use of works committees, joint consultation and other methods. This will im­
prove communication between managers and workers, increase productivity and 
lead to greater effectiveness. 

vii) Sound Penonnd Policies: The following points should be noted regarding the 
personnel policies. The policies should be: 

• Formulated in consultation with the workers and their representa­
tives if they are to be implemented effectively. 

• clearly stated so that there is no confusion in the mind of anybody. 

• Implementation of the policies should be uniform throughout the 
organization to ensure f.ur treatment to each worker. 

'¥iii) Govanment'a Role: The Government should play an active role for promoting 
industrial peace. It should make law for the compulsory recognition of a rep­
resentative union in each industrial unit. It should intervene to settle disputes 
if the management and the workers are unable to settle their disputes. This will 
restore industrial harmony. 

INDUSTRIAL DISPUTE MANAGEMENT 
In general sense, a dispute is a conflict, clash of ideas, or a disagreement. It is the 
cxptaSion of differences over some issues of interest between two or more parties. 
However; Industrial dispute is the disagreement and difference between two dispu­
tants, namely labour and management. They are certain symptoms of industrial 
unrest. According to Section 2 (k) of the Industrial Disputes Act, 1947 "industrial 
dispute' is defined as, 

. •Any disputes or differences between employers and employers, or between employ­
ers and workmen, or between workmen and workmen, which is connected with the 
employment or non-employment or the terms of employment or with the conditions 
of labour, of any person" 

In simple words, Industrial dispute is disagreement and difference between two 
disputants, namely, labor and management. This disagreement or difference is re-
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lated to any matter that is concerned with them individually or collectively. It must 
'be connected with employment or non-employment or with the conditions of labor. 

From the point of view of the employer, an industrial dispute is an act which results 
in stoppage of work means a stoppage of production. It is followed by increment in 
the ~verage cost of production fall in sales and the rate of twnover and hence leading 
to a fall in profits. Apart from the immediate economic effects, loss of" prestige and 
credit, disaffection of the labor force, and other non-economic, psychological and 
social consequences may also arise. Loss due to destruction of property, personal 
injury and physical intimidation or inconvenience also arises. 

For the employee, an industrial dispute involves loss of income. Employees also suffer 
from personal injury, psychological and physical consequences because of forced 
joblessness. 

Industrial dispute the factors responsible for the disputes be.tween management & 
workers and their solution. 

The definition identifies three parties to disputes. They are: 

(i) Employers and Employers 

(ii) Employers and Workmen 

(iii) Workmen and Workmen 

Industrial dispute is disagreement and difference between two disputants, namely, 
labour and management. This disagreement or difference could be on any matter 
concerning them individually or collectively. It must be connected with employment 
or non-e:::nployment or with the conditions of labor. 

CAU~ES OF INDUSTRIAL DISPUTES 
The employer and his employees are the integral parts of the same organization. 
Th.ough, the suategies of each party are confined to their own interest and attitudes. 
Many times these strategies conflict with each other and it results in industrial 
.disputes. D.isputes concerning interests relate to those issues which are raised by the 
workmen for enhanced benefits such as general upward wage revision, increases 
benefits, etc. Some of the most common ca:uses of industrial disputes are mentioned 
below: · 

1. Ec:onomic Cause: Economic factors are the major causes of industrial dis­
putes in terms of increase in wages, higher gratuity and other retirement 
benefits. The wage increment is the prime cause of dispute between the 
management and labour. Increase in cost of living leads to the demand for 
higher wages and dearness allowance so as to equate their wages with the rise 
of prio::s. Bonus also plays an important role as a cause of industrial dispute. 

2. Jncfomial fuct13re: Industrial factors are mainly related to working conditions 
and welfare of the workers. Working conditions includes the length of work­
.u;.g hours, physical work environment, safety measures, terms and conditions 
of employment pertaini.,g to dismissal, duties and functions of the workers, 
etc. Th~ wcrking conditions in Indian industries are not hygienic and safe. 
There is no ample provision of water, heating, lighting, safety etc in the 
Indian Constitution. Prevailing working hours are much greater than what 
tJ:..ey should. Therefore demand of acceptable working conditions and shorter 
hours of wcrk led to labour disputes. 

;\ . Mmagemen.t practices: Another cause of industrial dispute is the mismatch 
between management practices and legal requirements of employees. Such 
prn.cfr:es m.ay be in ;:..~.'.: form of unfair labour practices, ineffective supervi­
.,;~n, "' d y! · --·o of accet' .. b~e n.>rms prevailing ~n tr.~ industry. 



a. Unfair labour practices: There arc certain labour practices adopted 
by management which lead to industrial disputes. Those m.i.y be: 

• To force the workers to join a particular trade union or 
refraining from joining a trade union. 

• To discharge or dismiss workmen by way of discrimination 
or any other subject ground. 

• To assign a work to individual workers for which they have 
not been hired or trained. 

• To put workers on temporary basis for unduly long period 
so as to deprive them for benefits available to permanent 
workers. 

• To harass workers to accept any responsibility this does not 
come within the purview of their activities. 

b. Ineffective supervision: Many times in the organization, supervisors 
treat their subordinated inhumanly by adopting master servant re­
lationships. This leads to frustration and irritation in the mind of 
subordinates. As the day passes with such kind of work climate, 
subordinates become explosive and causes industrial dispute. 

c. Violation of acceptable nonna: Sometimes there are situations when 
management violates established norms and creates state of disorder 
and annoyance within the workers. These norms are may be griev­
ance procedure, code of discipline, promotional strategies, etc 

4. Trade Union Practices: Trade union practices can be grouped under two 
categories: 

a. Union Rivalry: Rivalry among the trade union sometimes leads to 
industrial dispute. There are approximately more than 10000 trade 
unions working in India. In many organizations, there are more than · 
one trade union which is working for the welfare for employer and 
employees. In such a case, each union wants to anract more workers 
to join them. The result is that any union settlement arrived be­
tween management and labour is · opposed by other unions irrespec-
tive of most favorable conditions for the workers in given situation. 
Such rivalry creates violence and disputes in the organization. 

b. Non-cooperative Approach: Many trade unions · and their leaders 
proceed in the assumption that 'What they do is right, and what 
management does is wrong'. This tendency makes them work on 
non-cooperative approach and they oppose a.II settlements. 

5. Legal and Political Facton: Legal and political factors are those factors which 
unnecessarily interfere in the industrial relations systems of an organizations. 
These factors may be grouped under two categories: multiplicity of labour 
laws and political imerference in industrial relation system. 

d. Multiplicity of Labour Laws: In India, there are l 08 legal A~.s and 
guidelines to regulate industrial relations. These Acts contradict 
themselves and create confusion and complexity. Most of the trade 
union remains busy to identify the legal loop holes to use those in 
their own fuvor. Secondly, these laws have been enacted long back, 
even before the independence period. Since the scenario has been 
changed now, these labour laws have outlives thc:ir 
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e. Political Interference: Political interference means direct interference 
of political parties and their workers in the industrial disputes. There 
arc various political parties which control trade unions in India. In 
many cases, leadership of trade union resides in the hands of persons 
who are more interested in achieving their political intercsu rather 
than the intercsu of the workers. 

Di,putes that do arise can be resolved in any of the following ways: 

1. One or more panics agree to accept a situation in which their interests are 
not fully satisfied. 

2. The parties submit the siruation to an impartial person or pand, who de­
cides which interests should be satisfied and which should not. Usually, the 
impartial person or panel will refer to pre-existing rules or guidelines that 
had been agreed by all panics or were at least known to all parties. Often 
these rules arc what we call laws. 

3. The perceptions of one or more parties change, so that there is no longer a 
perceived difference ~n interests. 

4. The intercsu of one or more parties change, so that there is no longer a 
difference in interests. 

The Three Factors: 

At this point, it is useful to recognize that there arc three independent fundamental 
factors that affect the resolution of disputes: 

Interests: Arc defined by a party in an interaction and arc the things that that party 
is interested in (money, recognition, physical goods, or whatever). 

Power: Is given by a combination of external circumstances and self-confidence. 

Rights: Arc given by an external framework, for example national laws or contraets 
between parties. 

Thus there arc connections between interests, power, and rights, and in real life there 
arc usually trade-offs between the three factors. 

r 

WEAPONS OF LABOURS 
Strike: - A strike creates permanent rift between management and workers and aJso 
creates bitterness on both sides. When workers collectively cease work in an industry, 
it is known as strike. •11 means a msation of worlt by a body of pmons nnployed in 
industry IICting in cmnbiMlion; or a concnud refusal of any number adpmons who are 



or have hem so employed to continue to work or· to accept employment; or a refusal under 
common undnstanding of any number of such persons to continue to work or to accept 
employment-_ (The Industrial Disputes Act 1947, Section 2(a)) 

For trade unions, strike is the most powerful weapon for forcing the management to 
accept their demands. The following are the various types of strikes: 

a) Economic strike: - Most of the strikes of workers are for more &cilities 
and increase in wage levels. In economic state, the laborers demand 
increase in wages, leave travd allowance, local travel allowance, house 
rent allowance, dearness allowance and other facilities such as in9"ease in 
privilege leave and casual leave etc. 

b) Sympathetic strike: - When workers of one industry go on strike in 
sympathy with the, workers of other industry who are already on strike, 
it is called sympathetic strike. The workers of sugar industty may go on 
strike in sympathy with their fellow workers of the textile industty who 
may already be on strike. 

c) Stay in strike: - In this case, workers do not absent themselves from their 
place of work when they are on strike. They keep control over production 
facilities but do not work. Such a strike is also known as 'pen down' or 
'tool · down' strike. · 

d) Go slow tactia: - Here, workers deliberately work to rule and do their 
work in a very slow manner. 

1) Boycott: - The workers may decide to boycott the company by not 
using its products. Such an appeal may also be made to the public 
in general. In the former case the boycott is known as primary and 1 

in the latter secondary. It is a coercive method whereby the manage­
ment is forced to accept their demands since the boycott effects the 
marketability of its products. 

2) Picketing: - When workers are dissuaded from work by stationing 
certain men at the fu:tory gates, such a step is known as picketing. 
If picketing does not involve any violence, it is perfectly legal. 

3) Gherao: - Gherao in Hindi means to surround. Workers may gherao ' 
the management by blocking their exits and forcing them to stay 
inside their cabins just like prisoners. The main object of gherao is 
to inflict physical and mental torture to the person being geared and 
hence this weapon disturbs the industrial peace to a great extent. 

WEAPONS OF MANAGEMENT 
a) Employers Aasociation: - The mill owners may also have their unions. 

They can then collectively oppose the working class and would not 1
' 

normally down the workers to disturb the industrial peace. 

b) Lock-out: - Strike and Lock-out are two necessary ingredients in collec­
tive bargaining. If an employer is threatened in a trial of strength through 
a strike, then he should be in a position to give a counter threat of lock­
out. An employer may also dose the place of employment temporarily 
for those workers who are on strike. Such a step is technically known as 
Lock-out. It is reverse of a strike and is a very powerful weapon in the 
hands of an employer to coerce or pressurize the workers to return to the 
place of work. According to the Industrial Disputes Act 1947, •fock-out 
means the closing of a pl,ace of employment or the suipmsion of work, or the 
refusal by an employer to continue to any num«r of persons employed by 
him.• 

c) Termination of services of striking employees: - The employer may also 
terminate the services of those workers who are on stake by blacklisting 
them. Their lists are also circulated to other employer's so as to restrict 
their chances of getting employment from those employers. Deteriora-
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tion in the economic conditions of a firm mainly results in lay-off and 
retrenchment of the workers. 

METHODS OF P~G AND SETTLING INDUSTRIAL DIS­
PUTES 
For setting petty frictions between the management and the labour, grievance pro­
cedure is laid down in the code of conduct. However, when a major issue or dispute 
comes up, then following methods can be adopted for its settlement: 

l. COLLECTIVE BARGAINING : 

"Collective Bargainingn is the process of negotiating terms of employment and other 
conditions of work between the representatives of management and organiud labour. 
When it is free of intimidation and coercion and is conducted in good faith, collec­
tive bargaining culminates in a workable contract i.e., labour contract. A labour 
contract is a collective agreement betWeen the representatives of labour and manage­
ment for the sale of labour services at designated wage rates, hours of work, and other 
terms of employment and conditions of work for a stated period of time. The 
contract usually calls for joint enforcement and administration of the agreement. 
Responsible labour leaders and employers are increasingly settling their differences 
around the conference table rather than through industrial warfare. The process of 
bargaining the settlement of disputes is often facilitated through outside assistance 
in the form of conciliation, mediation, or arbitration. 

Colleaive bargaining refers co "a process by which employers _on the one hand and 
representatives of the employees on the other, attempt to arrive at agreements cov­
ering the conditions under which employees will contribute and be compensated for 
their servicesn 

l Michael. J. Jucius . 
"It is the process in which the representatives of labour organizations and the rep­
resentatives of business organization meet and attempt to negotiate a contract or 
agreement which specifies the nature of the employer and employee union relation­
ship. n 

2 Edwin Flippo 

The term collective bargaining typically refers to the negotiation, administration and 
interpretation of a "'Titten agreement between two or more people. Collective bar­
gaining is a process in which management and employee representatives meet and 
negotiate the terms and conditions of employment for mutual benefits. It is collec­
tive because both employer and employees act as a group rather than individuals. It 
i" bargaining because the mr.tbod of reaching an agreement i•wolv~ proposals and 
counter proposals, offers and counter offers. Collective bargaining process is generally 
related to interest issues where some new rights are created or existing rights are to 
be explained. 

Collective Bargaining is a technique by which dispute as to conditions of employ­
ment, are raolwd cordially, by apement, rather than by coercion. 

The final outcome of bargaining may also depend upon the art, skill and neatness 
of displaying the strength by the representatives of one party to the other. 

FEATURES OF COLLECTIVE BARGAINING 

The main features of collective bargaining are: 

a) Group IICtivily: - Collective bargaining is a group activity because the parties 
involved in the bargaining process represent different groups. 



b) Aetivity levels: - There arc different levels in the process of collective bargain­
ing. Starting with a simple bipartite discussion between the management 
and the employees at unit/ plant level, it can proceed to indwuy/ national 
level. 

c) Flaibi/i,y: -Collective bargaining aims at a mutually agreeable and favorable 
solution to the problems between the management and the employees. Thus, 
flexibility, in ideas and opinions, demands and requests, and decisions and 
agreements is the chief characteristic of the collective bargaining process. 

ti) Wm- u,;,. ntllllJUm: -The agreements of collective bargaining arc based on 
the principle of mutual interest. All the parties involved shoul'd have win-win 
attitude and aim at reaching an agreement that is in the best interests of all 
panics. 

c) Builds rellltionships: - Collective bargaining, as a continuous process, helps in 
building a culture of strong relationships between the management and me 
employees (trade unions). This helps in · developing a conflict I dispute -free 
industrial environment. 

j) A,, art .md II ldmce: -An expert at collective bargaining is someone who has 
practiced the art well. It is also a science because understanding the process 
of collective bargaining and predicting the response of the other party as 
accurately as possible can help in better negotiation and enhanced perfor­
mance in achieving the desired results. 

OBJECTIVES OF COll.ECTIVE BARGAINING: .. 
Collective bargaining has benefits not only for the present, but also for the fumre. 
The objectives of collective bargaining arc: 

a) To provide an opportunity to the workers, to voice their problems on issues 
related to employment 

b) To fu:ilitate reaching a solution that is acceptable to all the par-jes involved 

c) To resolve all conflicts and disputes in a mutually agreeable manner. 

d) To prevent any conflicts/disputes in the foture through mum.a.Hy signcc 
contracts 

c) To develop a conducive atmosphere to foster good indusrrial rdadons 

f) To resolve issues through thlrd party (government) involvement ir, QSC of 
conflicting interests of the practices involved. 

g) To provide stabilc and peaceful industrial relations in the organization 

h) To enhance the productivity of the organization by preventing strik~. lock­
outs etc. 

APPROACHES OF COILECTIVE BARGAINING 
Collective bargaining has been viewed from three perspectives: 

a) & a p~ of social change: -Collective bargaining acts as a technique of 
long- run social change, leading to restructur:.ng in tlic iY'W:r hier==~y of 
competing groups. 

b) & a peace treaty between the confilcting parties: -It serves as a peace treaty 
between both parties in case of continued conflict. However, as the comp:ro­
mise is a temporary truce, each party would like to modify the conuact at 
the earliest opportunity. 

c) & a system of industrial jurisprudence: -It is a rule-making or legislative 
process, in the sense that it formulates terms and cotiditions tlilde: which 
labor and management will cooperate and work together for a specific period. 

IMPORTANCE OF COLLECTIVE BARGAINING 
In summary, collective bargaining offers the following benefits to bod1 emrlorer!" ,c 
well as employees: 
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a) It helps increase economic strength of both parties at the same time protcet­
ing their interests. 

b) It helps establish uniform conditions of employment with a view to avoid 
occurre!"lce of industrial disputes. 

c) It helps _ resolve disputes when they occur. 

d) It lays down rules and norms for dealing with labour. 
e) It helps usher in democratic principles into industrial world. 

PROCESS OF COLLECTIVE BARGAINING: 
Collective bargaining has two faces: 

,, 1. Negotiating the work conditi~ns that become the collective agree-
ment (contract) describing employerOemployee relationship on the 
job 

2. Interpreting and enforcing the collective agreement (contract admin­
istration) and resolving any conB.ict arising out of it. 

The process · of collective bargaining involves six major steps: 

a) Preparing for negotiations 

b) Identifying bargaining issues 

c) Negotiation 

d) Reaching the agreement 

e) Ratifying the agreement . 

f) Administration of the agreement 

2. NEGOTIATION 
Negotiation is one of the principal means of settling labour disputes. However, due 
to lack of trwt between the employers and workmen or their tradr. unions or inter­
rivalry of the trade unions and the employers being in a commanding position, many 
a time negotiations f.ail. 
Requirements for Succeasful Negotiations: - The representatives or spokesmen of 
management and labour must have sufficient authority to bind each side in die 
negotiation. The representatives must have a thorough knowledge of the oompanys 
wage scale and the wage scales of the industry and the area. They should be well 
versed in all points at issue and know past court decisions relating to similar cases. · 
They should study all the proposed clauses to the contract and arrive at tentative 
agreements. The negotiators sign an agreement only after all outstanding issues arc 
settled. Contract provisions in labour agreements generally stipulate details concern­
ing union membership; the duration of agreement; the procedure for termination or 
amendment; wages and hours; overtime; shift differentials: insurance and other ben­
efits; seniority; grievance procedure; and conditions for hire, promotion, or dis.missal. 

3. MEDIATION 
Mediation can be defined as a process by which a third party brings together the 
parties or groups having conB.icts amongst them not only to remove out the oonB.ict 
between them but also to find out a better solution or a specific proposal for putting 
an end to the concerned conflict or dispute through negotiations. Mediators use 
appropriate techniques and/or skills to open and/or improve dialogue between dis­
putants, aiming to help the parties reach an agreement on the disputed matter. 
Normally, all parties must view the mediator as impartial. Mediation can apply in. 
a variety of disputes, such as commercial, legal, diplomatic, workplac.c, community 
and. divorce or other family matters. Mediation takes plac.c with the consent of both 
the parties. 

4. CONCILIATION 
Conciliation is another method for resolving and settling industrial disputes. It is a 
method whereby a third party, who is usually but not necessarily neutral, meets with 



the parties and assists them to find a way to settle their dispute. It is a process of 
adjusting or settling disputes in a friendly manner through extra judicial means. 
Conciliation means bringing two · opposing sides together to reach a compromise in 
an attempt to avoid taking a case to trial. 
Boards of Conciliation: 
The Board of conciliation is to consist of an independent Chairman and two or four 
member representing the parties in equal number. While the former is charged with 
the duty of mediating in and promoting the settlement of industrial disputes, the 
latter is required to promote the settlement of industrial disputes. The act generally 
allows registered trade unions or a substantial number of workers/ employees and 
also in certain cases individual workman to raise disputes. The performance of con­
ciliation machinery, though it does not appear to be unsatis&ctory, causes delays due 
to casual attitude of the parties towards conciliation, defective processes in the selec­
tion of personnel and unsatisfactory pre-job training and period-in-service-training. 
Success of conciliation depends upon the appearances and their sincere participation 
in conciliation proceedings of the parties before the conciliation officers. Non-appear­
ance and non- participation of the parties in conciliation proceedings poses a serious 
hindrance in this direction. 

.. 
S. VOLUNTARY ARBITRATION: 
Arbitration is a legal technique for the resolution of disputes outside the courts, 
wherein the parties to a dispute refer it to one or more persons (the "arbitrators", 
"arbiters" or "arbitral tribunal"), by whose decision (the "award") they agree to be 
bound. It is a means of securing an award on a conflict issue by references to a third 
party. Arbitration is today most commonly used for the resolution of commercial 
disputes, particularly in the context of international commercial transactions. It is 
also used in some countries to resolve other types of disputes, such as labour dis­
putes, consumer disputes or family disputes, and for the resolution of certain dis­
putes becwecn states and between investors and states. 

Voluntary Arbitration implies that the two parties which are ~le to remove their 
differences by themselves or with the help of mediator or conciliator, and they agree 
to submit their dispute to some impanial authority, whose decision they are ready 
to accept. In other words, parties to the dispute refer their dispute to arbitration 

. before it is referred for adjudication. 

Euential elements of voluntary arbitration are:• 

• There is voluntary submission of dispute to an arbitrator in the voluntary 
arbitration. 

• Necessary investigations are done. 

• The enforcement of an award may not be necessary and binding because 
there is no compulsion. 

• Voluntary arbitration may be specially needed for disputes arising under 
agreements. 

6. ADJUDICATION 

Adjudication is the ultimate legal remedy for the settlement of unresolved industrial/ 
· disputes. Adjudication generally refers to processes of decision making that involve 

a neutral third party with the authority to determine a binding resolution through 
some form of judgment or award. Adjudication is carried out in various forms, but 
most commonly occurs in the court system. Adjudication involves the intervention 
in the conflict by a third party appointed by government for the purpose of deciding 
the nature of final settlement. It is utilized when parties &il to arrive at a settlement 
through ocher voluntary methods. 
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TRADE UNIONS AND PARTICIPATIVE MANAGEMENT 
TRADE UNION 

Trade unions are associations of workers and arc formed with the intention of pro­
tecting the workers against exploitation of the employers and also to improve the 
workers' conditions. The industrial revolution in England and in other countries and 
the advent of the factory system of production aggregately responsible for the emer­
gence of trade unions. The modern industrial establishments employ the workers in 
conditions which make them helpless in bargaining individually. The workers are 
unorganized and arc subject to exploitation by the employer. This exploitation of the 
employers is_ resented by the working class. Hence they form unions to protect 
themselves against the exploitations of the employers. Thus, the trade union move­
ment arose for the purpose of defending their rights, for improving their living and 
working conditions and for protecting their interests. From a small beginning, this 
movement has now grown into worldwide movement for achieving social justice, 
economic cql13licy and preservation of democratic values of life. 

DEFINITION OF TRADE UNION: 
The term "Trade Union" is commonly used to refer to the organization of workers 
formed to protect their rights and to enhance their. wdf.ue. Trade unions arc a major 
component of the modern industrial relations system. 

Trade union is a voluntary organization of workers formed to protect and promote 
their interests through collective action. It may be formed on plant basis, industty 
basis, firm basis, regional basis or national basis. Different writers and thinkers have 
defamed the trade union differently. A few definitions are given below: 

"Trade union is a 'continuous association of wage earners for the purpose of maintaining 
and improving the conditions of their working liVts. • 
-Web 

~ twuk union means and association ,;f workers in one or m1Jre occupation-an association 
=arried on mainly, for the purpose of protecting and advancing the members' economic 
;_nterests in connection with their daily worlt-, · 
-G.D.H. Golc 

~ twuk union is an association of employees eksigned primarily to maintain or improve 
the condition,· of employment of its mnnbers. " 
-Lester 

A tratk 1'rtion is a co11tinuous association of pmons in industry, whether employers, 
employees or indepmdmt worltm-formed primarily for the purpose of the pursuit if the 
interm of itr mnnbm and of the trade they represent. 
-The Trade Union Act 1926 

:\.ny combination, whether tem?')rary or permanent, formed primarily for the pur­
pose of revaluating the relations between workmen and employers, c,r between work­
men and workmen, or between en employers and employers, and for imposing 
:estric~i-.,c .:..:,~;.li.,io •• s ua tac conduct 0£ a..,y ail.de or oasi,1ess and includes any 
federation of two or more crac!e unions. 

A trade union is formed with the object of improving the conditions of cmpioyment 
ior its members. The term trade union is restricted here only to mean the association 
of worh:rs. According to Edwin B. Flippo, iz labour union, trade union is an orga-

' niz..tion of worltm formed to promote, protect and improve, through contractive action, 
t.~.- ;ocial economic, and political ir.ter~sts of itr membm. • The economic aspect relates 
to wages, hours of work, working conditions, etc. · 

According to Trade Union Section 2(h) of the Trade Uni'lns Act, 1926 has dcfilled 
c1 trade union as '.t\ny (.()mbination, whether temporary or permanent, formed pri­
marily fur the purpose of regulating the relations between workmen and employers, 
or between workmen and workmen, or belwcen cmp!oyers and employers, or for 
imposing restrictive conditions on the conduct of ant trade or business, and includes 
any federation of two or more trade u:aons." 



In this definition the relationships that have been talked about are both temporary · 
n,.l p~rmanent. 

Then this definition talks about three relationships. They are relationship between 
the: 

• Workmer, and workmen 

• Workmen and employers 

• Employers and employers. 

"A trade union i.s a continuous association of workers which is formed with the 
purpose of protecting the interests of workers." 

An analysis of the above definition reveals that a trade union ~ust be: 

i) A combination of workers and employers. Such a combination could be 
temporary or permanent. 

ii) It should include federation of two or more unions. 

iii) To regulate relations among workmen, between workmen and employers or 
among employers themselves. 

FEATURES OF TRADE UNIONS: 

1. It is formed. on a continuous basis. It is a permanent body md not a casual 
or temporary one. They persist throughout the y~ars and consider their 
purpose as one, which is not merely immediate but continuous. 

2. Trade union is an organization formed by employees or workers. 

3. It ,s formed to protect and promote all kinds of interests ~no!"'k. po!i~ie1! 
and social of its members. The dominant interest with which a union is 
concerned is, however, economic. 

4. The origin and growth of trade unior.:s have been influenced by :.. number 
of ideologies. The socio- economic and even political movements have• influ­
ences trade union in many ways. 

5. It achieves its objectives through collective action and gro p effort 

OBJECTIVES OF TRADE UNIONS: 
T:.· .. :ie unions are formed to protect and promote th~ interests of their mem e s 
Their primary function is t-> prctect the interests of oriccrs agai."'lst discrin:in~: ::.:i. 
and unfair labor practices. Trade unions are formed to achieve the following objcc-

G Wages and Salaries: The factor which drew the major attention of the trade 
unions is wages and salaries. In organizatior.s, differences may arise in t."1e 
process of the policy implementation related to w.iges. Trade unions u to 
improve the economic lot of employees by securing fur them better wages. 

ii) Working C.Onditiom: Trade unions with a view to safeguard the "eald'l -:,f 
workers demands the management to pcovicle aH th~ ba-:i.: fac:.! tties sucl:t .,_;, 
lighting and vencifation, sanit~don, :cs~ roon-Q, ~.,, r~:-;r eq:!ifm~1t ¥.+.1: (:s 
chargin.~ haurtl.ous c!uri~. d:-inkb.~; ref-~!lll9 .. Ti:-ir,••"!I •0 ·:~~i,:..,7 "~~'.""'. 
leave and rest, holidays with pay, job satisfaction, social securitj' b~~ 0 ~:~<: :-.... c 
other welfare measures. Trade unions look forward to secure better working 
conditions for the workers. 

iii) Discipline: Trade unions protect the workers from the clutches of manage­
mem whenever workers become die victims of mar.agcmcnt'& t..iiiaterdl .u:ts 

and disciplinary policies. This victimiz:atiou may take the ~onu ": 1>enal 
transfers, suspensions, dismissals, etc. Thus, the victimi:red work;:r m:1y be 
protected by the trade union. 

i.v) Peno.-.11el Policies: Trade unions may fight against impropc:;: implcmemation 
of personnd policies in respect of recruitment, selection, prcmotions, trans­
fers, training, income security etc. 
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v) Welfare: Trade unions promote individual and collective welfare. 

vi) Employee-employer relation: Harmonious relation between the employer 
and employee is also one .of the major goals of trade union. 

vii) Negotiating machinery: Trade union protectS the inter<~sts of workers through 
collective bargaining and works · as the negotiating machinery. 

viii) Safeguarding organizatiobal health and the interest of the industry: Trade 
unions hdp in reducing the rate of absenteeism, labor turnover and devel­
oping systematic grievance settlement procedures. leading to harmonious 
industrial relations. Trade unions can thus contribute to the improvements 
in levd of production and productivity, discipline and improve quality of 
work life. 

FUNCTIONS OF TRADE UNIONS: 
Broadly speaking, trade unions perform two types of functions, viz., 

(i) Militant functions 

(ii) Fraternal functions, 

Militant Functions: Militant Functions of trade unions leads to the betterment of 
the · position of their members in relation to their employment. The aim of such 
activities is to ensure adequate wages, secure better conditions of work and employ­
ment, get better treatment from employers, etc. When the unions fail to accomplish 
these aims by the method of collective bargaining and negotiations, they adopt an 
approach and put up a fight with the management in the form of go-slow, strike, 
boycott, gherao, etc. Hence. these functions of the trade unions are known as mill-

. tant or fighting functions. 

Fraternal Functions: 
· Trade unions aim at rendering help to its members in times of need, and improving 

their efficiency through financial and non-financial assistance to workers. Trade unions 
try to promote a spirit of cooperation and promote friendly relations and diffuse 
education and culture among their members. They also arrange for legal assistance 
to its members, if necessary. Besides, these, they undertake many welfare measures 
for their members, e.g., school for the education of chil~dren, library, reading-rooms, 
in-door and out-door games, and other recreational facilities. Some trade unions even 
undertake publication of some magazine or journal. These activities, which may be 
called fraternal functions, depend on the availability of funds, which the unions raise 
by subscriptian from members and donations from outsiders, and also on their 
competent and enlightened leadership. 

Another broad classification of the functions of unions may be as follows: 

(a) Intra-mural activities 

(b) Extra-mural activities 

(c) Political activities. 

Intra-mural activities: These consist of those functions of the unions that lead to the 
betterment of employment conditions such as ensuring adequate wages and salaries, 
etc. for which the methods adopted may be collective bargaining, negotiations, 
strikes, etc. 

I· Extra-mural activities: These activities help the employees to maintain and improve 
their efficiency or productivity, e.g., measures intended to promote a spirit of coop­
eration, promote friendly relations, and diffuse education among members and vari­
ous other types of welfare measures. 

Political activities: Modem trade unions also cake up political activities to achieve . 
their objectives. Such activities may be related to the formation of a political party 
or those reflecting an attempt co seek influence on public policy relating to matters 
connected with the interests of working class. 



PRINCIPLES OF TRADE UNIONS 
Trade unions function on ·the basis of three cardinal· principles. If any one of them 
is threatened or is in jeopardy, they would fight back. These principles are: 

• Unity is strength 

This fact has been very effectively brought out by Longfellow in the song of 
Hiawatha: 

"All your suength is in your union, 
All your danger is in your discord; 
Therefore, be at peace henceforward, 
And, as brothers, live together." 

• Equal pay for equal work or for the same job. 

This principle is based on one of the nine principles included in the ILO's 
charter of the freedom of labour, which says: 

"Men and women should receive equal remuneration for work of equal value" 

• Security of service 

Security of service, which enjoins upon trade unions that they ensure social 
and economic security for their members. 

TYPES OF TRADE UNION: 
Trade unions may be classified in various ways 

1. Business unions: -It is that emphasis upon the economic advantages to be 
bargained through collective action and thus aim at improving the-wages, 
working hours and conditions of workers and similar other objectives. largely 
through the process of collective bargaining. 

· 2. Predatory unions: -It is that serve as a means for the enrichment of its leaders 
who pay only secondary attention to the advancement of interests of mem­
bers. It distinctive characteristic is the ruthless pursuit of the targ~t by 
whatever means deemed appropriate at the time regardless of ethical or legal 
codes or effect upon those outside its own membership. Such a union may 
employ any of the business, friendly, revolutionary or violent methods for the 
achievement of its objectives. 

3. Dependant or company unions: -It is that rely upon the support of the 
· employer or company man~ment or the other Jar~ groups and hence they 
are likely to pay secondary importance to the interests of members; 

4. Friendly unions: -lt is which are idealistic, conservative and law abiding and 
they mainly aspire to elevate the moral, intellectual and social life of workers 
to improve the conditions under which they work, to raise their material 
standard of living and provide them security against unemployment, acci­
dent, disease or old age. They depend upon the process of collective bargain­
ing for the attainment of their objectives; 

5. Revolutionary unions: -It is that are exuemely radical both in view- point 
and action. They are class conscious and tend to repudiate the existing 
institutional order, especially individual ownership of productive means and 
the wage systems. They are suongly inclined towards suike and violence and 
looks upon unionism and socialism as the two wings of the labour move­
ment. Another viewpoint classifies. uade unions into following categories; 

6. Craft unions: This is the simplest form of trade unionism. They are usually 
formed of workers with the same craft, training and specialliation, no matter 
in what industry or trade they are employed. 

7. General labour unions which aim at becoming all embracing organiutions 
accepting as a new member practically any wage earner whatever the place 
or character of his work or whatever his industrial qualifications may be. 
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8. Industrial unions, which organize workers belonging to an industry or a 
group of related industries or savi~ . 

9. Federations of uade unions, which are combination of various unions for the 
purpose of gaining strength and solidarity. Such federations may be local,· 

. regional or statewide national and international. 

10. Unions affiliated with the federation are described as affiliated unions and 
those, which are unaffiliated, are known as independent unions. 

CRITICISM OF TRADE UNIONS BY THE EMPLOYERS 
The employers have subjected trade unions to severe criticism. Some of the charges 

· are as under: 

I. I,..ack of education makes the workers narrow-minded, and prevents them 
from taking long-term views. Thus, anything, which does n!'t resch in aH, 
immediate reward, becomes unattr2.ctive to them. This attitude is respon­
sible for many sti;:ikes and lock-outs in industrial concerns; 

II. Trade unions may not wdcome explanation and improved methods ol pro­
duction for the fear that some of the workers will be put out of work. 
The!efore, they resort to go slow policy that retards industrial pr.ogress. 

III. When labour unions strike because of illogical grounds, incalculable losses 
occur to producers, community and the nation. These are harmful to the 
workers also. They suffer because of the loss of wages. 

IY. They create artificial scardty of labour by demanding that only union per­
sonnel should be employed. 

V. By undue ir~istence on the payment of standard rates of wages, they have 
only levded down the earnings of the efficient workers. 

Important force3 Th.:! Make Eo:ployces Joi:: a Union: 

The impor-.ant forces that make the employees join a union are as' follows: 

I. Greater B~pining Powe.:: The individual employee possesses very little 
bargaining power as compared to that of his employer. Jf he is not satisfied 
with the ~ and other conditions of employment, he can leave the job. 

II. Make their Voices Heard: The desire for sdf-expressfon is a fundamental 
human driv-e for most people. All of us wish to share ow feelings, ideas .md 
opinions with othe:s. Similarly the workers also want the managemem to 
listen to them. 

III. Minimize Discrimination: The decisions regarding pay, work, transfer, pro­
.n',)tio.~, etc are highly subjective in namre. It may rate you vt1y <lifferently 
3'l co,.np~ed rn yow ir-arketing. Similarly the personal rektionships exiscing 
between the supervisor and each/ of his subordinates may influence the 
managefllent. Thus, there arc chances of favoritisms and discriminations. 

Iv. Sense of Seai.rit".f- The employees may join the unions becr.u .. .:: vf t.h.:Ir belief 
t.'1.at it is an effective way to secure adequate protection from various types 
of hazards and income insecurity such as accident, injury, illness, unemploy­
ment, etc. The trade union secure retirement benefits of the workers and 
compel the management to invest in wdfue services for the benefit of the 
workers. 

V. Sense of Participation: The employees can participate in management of 
matters a.'fectiug their interests only if they join trade unions. They c.t:1 

i.-.fluen(;e · "! ec· 1oas th~~ ,1.re taken as a result of collective b;.rgaining 
between the union and the m.1nagement. 

V!. Sense of Bdo:?p.~g:-~~..e: Many emrbyees joi-:1 a union beD.uee :heir ,:owork­
ers a·e clte members of the union. At times, an employee joins a union under 
gro:.ip pre.\Surc; if h.e clocs not, he often has a very diffict.1.t time at w&;-rk. On 
the other h2.!1,:L Ji:..e who ..re mem~rr. of il unic,n fed •.!lat ihl!)' 5..Jn .:~s1,c,.:. 
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in the eyes of their feHow workers. They can also discuss their problem with 
the trade union leaders. 

Five important central organi7.ations of worken in India are 
1. The Indian National Trade Union Congress (INTUC). 

2. The All India Trade Union Congress (AITIJC). 

3. The Hind Mazdoor Sabha (HMS). 

4 . . The United Trade Union Congress (Ul1JC). 

5. Centre for Indian Trade Unions (CITIJ). 

PROBLEMS & WEAKNESSES OF TRADE UNION IN INDIA 
The problems and weaknesses of trade unionism in fodia are as follows: 

i) Uneven Growth: The trade unionism in India is characterized by uneven 
growth, both industry-wise and area-wise. Trade unions are popular ii, big 
industries and the degree of unionization varies widely from indJstry to 

industry. Besides, trade union activities are concentrated in a fow states and 
in bigger industrial centers mainly due to concentration of industries in 
those places. 

ii) Limited Membenhip: The number of trade unions in India has mcreased 
considerably. But this has been followed by the declining membership per 
union. This is due to the reason that any seven workers any form a un.ioh 
under the 1iade Union~ AL1:, 1925 and get h reg;~.:-:1.:J. Sew ,,dl;, the ri,.Jrj 
among the leaders of trade unions has resulted in multipiicity of unions, 
thereby reducing the average size of membership per union. 

iii) Multiplicity of Unions: There exist several trade unions in the same estab 
lishment. The multiplicity of unions is the result of outside leadership and 
labor laws. The law permits and gives sanctity to small unions. A11y seven 
persons can form a union under the Trade Unions Act, 1926. Thi~ Act 
confers rights on such a union. It is allowed under the A.1. t to raise disputes, 
fiJe suits, go to conciliation and even bargain w:th employers. TJ-er.Jore, 
small .sections of workers are encouraged to form separate Unions. 1bere is 
no restriction on the number of unions to be· registered in one establishment. 

iv) Financial Problems: Tne financial position of the trade unions: is weak oe• 
cause their average yearly income is very low and inadequate. The subsc:"ip· 
tion rates are very low. Under conditions of multiplicity 1Jf union,; , a union 
interested in increasing its membership figures keeps the subscription rate 
unduly low. As a result, the funds with the unions are inadequate and they 
cannot undenake wdfare programmes for their members. 

v) lndiffen:nt Attitude of Workers: ln india, a large number of workers have 
not joined any union. Moreover, all the mem~ers of the tr.,._de • nions ~c• not 
show interest in their affiurs. The attendance at the general meecings of the 
unions is ve1y low. Under such ci1cumstance, trade unionism c~not be 
expected to make much progress. 

vi) Outside Political Leadership: Trade union~ in India are led largely by people 
who themselves are not workers. These outsiders ate poliil c.i,u:,., J.Iuc.l:_,~tu.i.:: 

and professionals having no experience of work in industry. Outsiders con­
tinue to dominate the trade unions to advance their personal interests. 

The existence of outside leadership has created the following problems: 

• · Since outsiders have links with politicaJ parties, they give greater impor­
tance to the interest of their political parties. At times, they do not mind 
sacrificing the interest of t:peir followers for the adiieverneat of poUti~ 
ends. 

• . Thtir apprnach towards lah~•llJ er~·bh.:ms is .: lore..i l,y '.'lJ;: .; .... , ; · .r ~ . 
erations. This hamper:; the growth of he:1.lt'-1y emp1oyer-empio;·ee reb.-
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tions. When there is an industrial dispute, the leaders try to solve. it 
through political pressures and interventions. This naturally obstructs 
the growth of understanding and accommodation between workers and 
employers. 

• Outsides leaders are responsible for the creation of multiple unions, in 
case they are not satisfied with other union leaders; they would leave that 
union form another rival' union in the same plant. Such an approach kills 
the solidity and solidarity of trade union movement. · 

SUGGESTIONS FOR THE DEVEWPMENT OF SUCH UNIONS: 
I) One Union in One Industry: Multiplicity of unions in the same plant leads 

to inter-union rivalry that ultimately cuts at the root of the trade union 
movement. It weakens the power for collective bargaining and reduces the 
effectiveness of workers in securing · their legitimate rights. Therefore, there 
should be only one union in one industry. 

2) Development of Lcadenhip &om Within: It is of crucial importance that 
trade unions arc managed by the workers, and not by outsiders. Leadership 
should be developed from within the rank and file of the workC:rs. 

3) Recognition of Trade Unions: Till recently, the employers refused recogni­
tion to the trade unions either on the basis that unions consisted of only a 
minority of employees or two or more unions existed. · 

PARTICIPATIVE MANAGEMENT 
(WORKERS PARTICIPATION . IN MANAGEMENT} 

The managers, workers and industrial relations experts interpret the term "workers' 
participation in managementn in different ways . . 

Workers' participation in management means giving scope for workers to influence 
the managerial decision-making process at different levels by various forms in the 
organization. The principal forms of workers' participation are information sharing, 
joint consultation, suggestion schemes, etc. 

Worker's participation in management is one of the most significant models of 
resolving industrial conflicts and ·encouraging among worker's a sense of belongingness 
in establishment where they work. Participative (or participatory) management, also 
known as employee involvement or participative decision making, encourages the 
involvement of stakeholders at all levels of ~ organization in the analysis of prob­
lems, development of strategies, and implementation of solutions. Employees are 
invited to share in the decision-making pi'OCC$S of the firm by participating in 
activities such as setting goals,- determining work schedules, and making suggestions. 
Other forms of participative management include increasing the responsibility of 
employees (job enrichment); forming self-managed teams, quality circles, or quality-

, of-work-life committees; and soliciting survey feedback. Participative management, 
however, involves allowing employees to take part in making decisions. It also in­
volves management treating the ideas and suggestions of employees with consider­
ation and respect. The most extensive form of participative management is direct 
employee ownership of a company. 

Definitions of worken participation in management 

According to International Institute of Labour Studies- , "WPM is the participation 
resulting from the practices which increase the scope for employees' share of influ­
ence in decision-making at different tiers of organizational hierarchy with concomi­
tant (related) assumption of responsibility" 

IW states that, Workers' participation, may broadly be taken to cover all terms of 
association of workers and their representatives with the decision-making process, 
ranging from exchange of information, consultations, decisions and negotiations, to 
more institutionalized forms such as the presence of workers' member on manage-



mcnt or su~rvisory boards or even management by workers themselves (as practiced 
in Yugoslavia). 

The main implications of workers' participation in management as summarized by 
ILO: 

1 Workers have ideas which can be useful 
2 Workers may work more intelligently if they are informed about the reasons 

for and the intention of decisions that are taken in a panicipative atmo­
sphere. 

Scope: 
I. Information Sharing: The management ultimately takes the decision. Workers 

arc given an oppommity to influence decisions; they play a passive role in tne 
process of decision-making, but have no final say in the matter. 

2. Sharing Decision-Making: This school holds that participation of an individual 
in something occurs when he actively takes pan. The focus here is that there 
must exist taking pan actively. Workers sit with the representatives of manage­
ment to take important decisions particularly on matters affecting the workers. 
Workers may be members of Wor.ks Committees, Joint Management Council, 
etc. along with the representatives of management. The decisions are taken through 
mutual discussions between the representatives of the workers and those of the 
management. 

3. Self-control: The essential feature of self-control (or management) is that man­
agement and workers are not visualized a.s two distinct groups but as active 
members with equal voting rights. Participation in Yugoslavia is an example of 
self -control. 

Significance of Work.en' Participation 

The need of workers' participation is felt because of the following reasons 

I. Higher Productivity: The increased productivity is possible only when there 
exists fullest co-operation between labor and management. It has been found 
that poor labor management relations do not encourage the workers to contrib­
ute anything more than the minimum desirable to retain their jobs. Thus par· 
ticipation of workers in management is essential to increase industrial productiv­
ity. 

2. Greater Commitment: An important prerequisite for forging greater individual 
commitment is the individual's involvement and opportunity to express himsel£ 
Participation allows individuals to express themselves at the work place rather 
than being absorbed into a complex system rules, procedures and systems. If an 
individual knows that he can express his opinion and ideas, a personal sense of 
eradication and involvement takes place within him. 

3. Reduced Industrial Unmt: Industrial conflict is a struggle between two organised 
groups, which are motivated by the belief that their respective interests are 
endangeral by the self-interested behaviour of the other. Participation cuts at the 
very root of industrial conflict. It tries to remove or at least minimizes the diverse 
and conflicting interests between the parties, by substituting it with cooperation, 
homogeneity and common interests. Both sides are integrated and decision ar­
rived are mutual rather than individual. 

4. Improved Deciaiona: Because of the existence to barriers to the upward flow of 
information in most enterprises, much valuable information possessed by subor­
dinates never reaches their managers. Participation tends to break down the 
barriers, and makes the information available to managers. To the extent such 
information alters the decisions; the quality of decisions is improved. 

5. Human Resource Dndopment: Participation provides education to workers in 
the management of industry. It fosters initiative and creativity among them. It 
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develops a sense of responsibility. Informal leaders get an opportunity to rein­
for~ their position and status by playing an active role in decision-making and 
by inducing the members of the group to abide by them. 

6. Reduced Resistance to Change: It should be noted that changes are randomly 
introduced from above without aplanation. Subordinates tend to feel insecure 
and take counter measures aimed ·at sabotage of changes. But when they have 
participated in the decision making process, they have had an opportunity to be 
hearc:!. They know what to expect and why. Their resistance to change is reduced. 

OBJECTIVY:~ OP WORKERS PARTICIPATION IN MANAGEMENT: 
• To promote industrial peace 

~ To promote industrial democracy 

• To give due recognition to the personality of the wo·rkers 

• To safeguard the interest of workers 

• To improve employee morale 

• To satisfy worker's urge for self expression 

• To give a social orientation to the business 

Methods of worken participation in management 
: Some _of tbe known methods comi:nonly used for workers . participation are:-

1. Board level participation 

2. Ownership participation 

3. Complete control 

4. Staff or work councils 

5. Collective Bargaining 

6. Job enlargement and 

7. Suggestion schen:ies 

8. Quality circles 

9. Empowered teams 

10. TQM 

11. Financial participation 

l. Participation at the Board level: 

enrichment 

The wr.rkers' representative on the Board can play a useful role in safeguarding the 
i.~tere..--u of workers in following ways: 

~ He or she can serve as a guide and a control element. 

~ He or she can prevail upon top management not to take measures that would 
be not accepted by the employees. 

• He or she can guide the Board members on matters of investment in em­
ployee benefit sch'!llles like housing, and so forth. 

Some of the major problems associated with this method arc: 

• Focus of workers' representatives is different from the focus of the remaining 
members of the Board. 

() Communication and subsequently relations between the workers' represen­
~tive and the workers suffers after the worker's represent:ative take upon the 
d:rectorship. · 

Q He 1 she tends to become separated from ~e workers. & a ,, suh, he or she 
may be less effective with the other members of the Board in dealing with 
employee matters. 

~ Son:.etimes there are certain differences in d1e cultural and educational back­
groiL1d or in behavior a.nd manners, such as employees' representative may 



feel infenor to the other members, and he or she may fed suftocated. Hence, 
his or her role as a ci.ire"-"tor may not be satisfying for either the workers or 
the management. 

• Such representatives of workers' on the Board, places them in a minority. 
And the decisions of the Board are arrived at on the basis of the majority 
vote. 

2. Participation through ownership: 
This involves making the workers' shareholders of the company by inducing them 
to buy equity shares. In many cases, advances and financial assistance in the form of 
easy repayment options are extended to enable employees to buy equity shares. 
Examples of this method are available in the manufacturing as well ~ cl1e suvicc 
sector. One advantage of this method is that it makes the workers committed to the 
job and to the organi:zation. On the other side one of the drawback is t.hat effect of 
participation is limited because ownership and management are two different things. 
3. P .. rticipation through complete control 

Another method is that workers can acquire complete control of the _ management 
d1ro~ elected boards. Self-management gives complete control to workers to mm­
age directly all aspects of industries through their representatives. Some advantages 
of this method are: · 

• Ensures identification of the workers with . their organization. 

• Industrial dispute; disappea: whe~ workers develop loyalty to the organiza­
tion. 

'I Trade unions most likdy prefer this type of participation. 

4. Pa.tticipation through Staff and Works Councils 
S. ff councils or works co•Jncils are oodies on wl,jc.1:i the representation is eI1tirdy o! 
the employees. There may be one council for the entire organization or a luen.rchy 
of w,mciis. Members are dected by the employees of the relevant sections. Such 
cc~.•.-:::ls play a varied role. Their role varies from seeking information on the 
m;.nagement's intentions to a full share in decision-making. Such councils have nor 
e,-ijoy~d too much of success because trade union leaders fear the erosion of thei1 
powc~ and prestige if such workers' bodies were to prevail. They have diiferent 
f.mr .. ;,.,..,.s in the management of illl enterprise, ranging from elecring infomiation on 
management's intentions to full share in decision-making. Here there is a basic 
assumption of a harmony of interests, at least on key issues. 

5. Participation through Collective Bargaining 

h is an industrial relations prOCt'.ss in which employees throug .. '1 their elected leaders, 
panicipate on equal basis with management in negotiating labour agreemen~, in 
adroi,,istering the agreements, and in redressing griev:.nces c-f the workers. TIU(ngh 
the p:ocess of Collective Bargaining, management and workers may r~ch cull~ctivc 
agr~P.-n~nt ,:ega,:dhg ~Jes for the formclation 2nd termi.r-a~bn cf t!!e C"!l~r:>.-:~ 0' 

employment, as well as conditions of service in an establishment. 

6. Part~cipation through Suggestion Schemes: 
EmpJoyees' views are invited and reward is given for the best suggestion. With thi.~ 
scheme, the employees' interest in the problems of the organization is aroused and 
maintained. Progressive managements increasingly use the suggestion schemes. Sug­
gestions can come from various levels. The ideas could range from changes in inspec­
t.i<'n. ?rocedure.; to de.sign changes, process simplification, paper-work ,eduction ~.-id 
the like. Out of various suggesrions, those accepted could provide marginal to sub­
stantial benefits to the comp.any. The rewards given to the employees are in !int with 
the b;::nefits derived from rhr. suggest~ons. 

7. Participation throo.tgh Quality rircleB: 

Thi~ concept was originat.::d in Jipan in the e.u·ly l 960s and h.,s now spre.;.d all over 
' I ' A, )' ~• ' r 1 ,- • ' · •t·' v,, .• .. t.. xu.a ttv l.•rr e c ,r:,tsts o. sev.•1 : ::o ten D!!Of ·.". . . ·01~ tne: · •me ¥1or~. !> f t 110 
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meet regularly to define, analyze, and solve quality and ·related problems in their area. 
These circles require a lot of rime and commitment on the part of members for regular 

. meeting.,, analysis, brainstorming, etc. Most QCs have a definite life cycle - one to 
three years. QCs can be an excellent bridge between participative and non-participative 
approaches. For QCs to succeed in the long run, the management needs to show its 
commitment by implementing some of the suggestions of the groups and providing 
feedback on the disposition of all suggestions. Training in · problem-solving techniques 
is provided to the members. QCs are said to provide quick, concrete, and impr~ive 
results when correctly implemented. 

Advantages of QC in workers participation in management: 

• Employees become involved in decision-making, acquire communication and 
analytical skills and improve efficiency of the work place. 

• Organization gets to enjoy higher savings-to-cost ratios. 

• Chances of QC members to get promotions are enhanced. 

8. Empowered Teams: 

Empowerment occurs when authority and responsibility are passed on to the em­
ployees who then experience a ·sense of ownership and control over their jobs. 
Employees may feel more responsible, may take initiative in their work, may get 
more work done, and may enjoy the work ·with high spirits. 

EMPLOYEE DISCIPLINE 
Definition: According to Richard D. Calhoon, "Discipline is the force Ulat prompts 
individuals or groups to observe rules, regulations, standards and procedures deemed 
necessary for an organization." 

Therefore discipline means securing consistent behaviour in accordance with the 
accepted norms of behaviour. 

Nature of diacipline: 
Discipline involves the following three things. 

(i) Self-discipline. 

(ii) Orderly behaviour. 

(iii) Punishment 

Self-discipline implies that a person brings the discipline in himself with a ·determi­
nation to achieve the goals that he has set for himself in life. 
Ordedy behayiour refers to discipline as a condition that must exist for an orderly 
behaviour in the organization. 

Pnoi1hment is used to prevent indiscipline. When a worker goes astray in his con­
duct, he has to be punished for the same and the reoccurrence of it must be 
prevented. 

Discipline can either be positive or negative. 
• Negative Discipline 

• Positive Discipline 

Poaitm; discipline : Involves creation of an atmosphere in the organisation whereby 
employees willingly conform to the established rules and regulations. Positive disci­
pline can be achieved through rewards and effective leadership. 

Neptiyc Di1cipline : Under negative discipline, penalties are used to force the 
workers to obey rules and regulations. In other words, workers tty to adhere to rules 
and regulations out of fear of warnings, penalties and other. forms of punishment. 
This approach to discipline is called negative or punitive approach. 

Some of the symptoms of general indiscipline can be: 
1. Change in the normal behaviour 

2. Absenteeism 



3. Increased grievances 

4. Lack of concern fur performance 

5. Go slow 

6. Disorderly behaviour 

7. · Lack of concern fur job 

8. Late coming etc 

Causes of Indiscipline 

The common causes of indiscipline are as fullows: 

i. Unfair Management Practices: Management sometimes indulges in unfair prac­
tices like: 

• Wage discrimination 

• Non-compliance with promotional policies and transfer policies 

• Discrimination in allotment of work 

• Defective handling of grievances 

• Payment of low 'wagcs 

• Delay in payment of wages 

• Creating low quality. work life etc. 

ii. Absence of Effective Leadership: Absence of effective leadership results in poor 
management in the areas of direction, guidance, instructions etc. This 'in turn, 
results in indiscipline. 

iii. Communication Burien: Communication barriers and absence of human ap­
proach on the part of superiors result in frustration and indiscipline among the 
workers. The management should dearly formulate the policies regarding disci­
pline. 

iv. l~uate attention to personnel Problems: Delay in solving personnel p~b­
lems develops frustration among individual workers. The management should be 
proactive so that there is no discontent among the workers. It should adopt a 
parental attitude towards its employees. 

v. Victimization: Victimization of subordinate afso results in indiscipline. The 
management should not exploit the workers. It is also in the long-term interest 
of the management to take care of its internal customers. 

vi. Absence of Code of Conduct: This creates confusion and also provides chan~ 
for discrimination while taking disciplinary action. 

Different furma of indiscipline indude: 

(i) Inconsistent behaviour of an employee and deviation from the standard 
behaviour. 

(ii) Unsafe behavior of the employee. 

(iii) Immoral action of the employee. 

(iv) When employee is abusive, disturbs the peace and is negligent towards his 
duties. · 

1HE EMPIDYEE GRIEVANCE AND ITS FORMS AND PROCEDURE 
Definition : According to Michael Juciw, " A grievance can be any discontent or 
dissatisfu.ction, whether expressed or not, whether valid or not, and arising out of 
anything connected with the company that an employee thinks, believes, or even 
feels as unfair, unjust, or inequitable." 

A grievance means any discontentment or dissatisfaction in an employee arising out 
of anything related to the enterprise where he is working. It may not be expressed 
and even may not be valid. 
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It arises when an employee teels that something has happened or is going -to happen 
1/\-fuc.:h is unfair, UDJUSt or inequitable. Thus, a. grievance repr ~<::nts a situauon in 
which an employee feels that something unfavourabie to him has happened or is 
going to happen. In an industrial enterprise, an employee may have grievance be­
.:-.ause of long hours of work, non-fulfilment of terms of service by the management, 
unfair treatment in promotion, poor working facilities, etc . . 

A gri~ance may take any of the following forms: 

~ Factual, 

• Imaginary, 

6> Disguised. 

F ctual: When an employee is dissatisfied with his job, for genuine or factual reasons 
ike a breach of terms of employment or any oth~.r reasons th~t are clearly attributed 
to the management, he is said to have a factual grievance. 

Imaginary: When an employee's grievance or dissatisfaction is not because of any 
factual or valid reason buc because of wrong perception, wrong attitude or wrong 
L rmation he has. Such a grievance is ~led an imaginary grievance. So be careful. 
your grievances could be very much imaginary! 

Disguised: An employee may have dissatisf.tction for reasons · that are unknown to 
himsel£ This may be because of pressures and frustrations that an employee is feeling 
from other sources like his personal life. 

Forms of Grievances 

Factual Imaginary Disguised 

A manager can know about the problems even before they tum into actual grievances 
through several means such as: 

• Exit interviews 

o Suggestions boxes 

o Opinion surveys 

• . Open door policy. 

{a) Exit interview: Employees usually quit organizations due to dissatisfaction or 
better prospects elsewhere. Exit interviews, if conducted carefully, can provide 
important information about employees' grievances. Th~ can hcip the manage­
ment to gather feedback and co genuinely incorporate foed~ack. The manage­
ment should carefully act upon the information drawn from such employees .It 
should be careful that the discontentment is reduced so that no more employees 
quit the organization because of similar reasons. 

{I,) Gripe Boxes: These are boxes in whjch the employees can drop their anonymous 
complaints. They are different from the suggestion boxes in which employees 
drop their named suggestion with an intention to receive rewards It is normally 
said that if you want to progress in life, you .. hould be close to crit:cs. 

(c) Opinion Survey: The management can be proactive by conducting group meet­
ings, perio<lical interviews with emplcrees, l:ollectiv~ brgainbg scsskns etc. 
through which one can get information about employe.!S' dissadsfaction before 
it turns into a grievance. 

{d) Open-door Policy: Some organization extends a general invitation to their em­
ployees to informally drop in the manager's room any time and talk over their 
grievances. 



summarwng the identi6cation of grievances 

Identifying Grievances 

Exit Interview Gripe Boxes Opinion Surveys 

Causes of grievances: 

Open door policy 

The causes of grievances may be broadly classified into the following categories: . 

(I) Grievances resulting from working conditions 

(i) Improper matching of ~c worker with the job. 

(ii) Changes in schedules or procedures. 

(iii) Non-availability of proper tools, machines and equipment for doing the 
job. 

(iv} Unreascnab!y high p:::oduction standards: 
(v) Poor working conditions. 

(vi) Bad employer-employee relationship, etc. 

(2) Grievances resulting from management policy 
(i) Wage payment and job rates. 

(ii) Leave. 

(iii) Overtime. 

(iv) Seniority and Promotional. 

(v) Transfer. 

(vi) Disciplinary action. 

(vii) Lack of employee development plan. 

(viii) Lack of role clarity. 

(3) Grievances resulting from personal maladjustment 
(i) Over - ambition. 

(ii) Excessive self-esteem. or what we better known as ego. 

(iii) Impractical attitude to life etc. 

Effuts of Grievances 
1 . Frustration 

2. Alienation · 

3. Ocmotivation 

4. Slackness 

5. Low Productivity 

6. Increase in Wastage & Costs 

7. Absenteeism 

S. Indiscipline 

9. Labour unrest 

A grievance procedure:_ 

• 

It is advisable to set up an effective grievance procedure in the organization. 1 he 

procedure should be flexible enough to meet the r::quirements of the org.mu.ation. 
It should be simple so that an average employee is able to a..dcrs~,r' it. Thc.:.:~h 
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such a procedure will vary in different organi7.ations, yet the following principles · 
should be observed while ifaying down a procedure: 

( l) A grievance should be . dealt with in the first instance at the lowest level! that 
is, an employee should raise his grievance with his immediate superior. It 
may be simple to settle it on the spot and that will be the end of it. Even 
if it cannot be settled at that level, the man's superior will know what is 
happening. This is neccs.wy not only to maintain his authority, but also to 
prevent him from being aggrieved, as he will certainly be, if he is by-passed 
and hears of the comp.laint from his own superior. 

(2) It must be made clear to the employee what line of appeal is available. If he 
cannot get satisfaction from his immediate superior, he should know the nc:n 
higher authority to which he can go. 

(3) Since delay causes frustration and tempers may rise and rumours spread 
around the work, it is essential that grievances should be dealt with speedily. 
As it is said that a stitch in time saves nine, similarly the problems of the 
employees should be taken care. of by the management least it should be­
come a major fur the management. 

(4) The grievance procedure should be set up with the participation of the 
employees and it should be applicable to all in the organi7.ation. The policies 
and rules regarding grievances should be laid down after taking inputs from 
the employees and it should be uniformly applicable to all in the organi7.a­
tion. It should · be agreed that there would be no recourse to the official 
machinery of conciliation unless the procedure has- been carried out and, 
there is still dissatisfaction, and moreover, there must be no direct action on 
either side, which might prejudice the case or raise tempers while the griev­
ance is being investigated. 

Open door policy: 
Under this policy, the employee can take his grievance to the chief boss and talk over 
the problem. As the name suggests, the management keeps its doors open for the 
employees to share their problems. It is said that this policy can remove the cause 
of grievance quickly. Though this policy appears to the attractive, it has sonic pre­
requisites. 

The open door policy is workable only in small organizations. In big organiutions, 
the top management does not have the time to attend to innumerable routine 
grievances dairy that is the work of lower-level mangers. 

Under this policy, the front-line supervisor who should be the first man to know 
about the grievances of his subordinates is by passed. This provokes him in two ways. 
First, he tbinks the man who skipped him is disrespectful. Secondly, he bis mat 
he will incur his superior's displeasure !because of his failure to handle his subordi­
nates will interpret this. 

Step-Ladder Procedure: 
Under the step-ladder procedure, the employee with a grievance has to proceed step 
by step unless he is able to redress his grievance. According to the Model Grievance 
Procedure, an aggrieved employee shall first present his grievance verbally in person 

I to the officer designated by the management for this purpose. An answer shall be 
' given within 48 hours. If he is dissatisfied with the answer, the worker will present 

his grievance to the head of the department, who will give his answer within 3 days. 
If the worker is · dissatisfied with the answer, he may ask that his grievance should 
be referred to the Grievance Committee, which shall make its recommendations 
within 7 clays to the manger. The management must implement common recom­
mendations of this committee. A dissatisfied worker can apply to the management 
for a revision of its decision within on week's time . . 



Let 118 SUllllllame the procedure in the form. of a diagram. 
Step No. 1 

Filling of Written 
Grievance 

Step No. 2 

Supervisor or 
Foreman 

Step No. 3 
Head of 
Department 

Ste No. 4 
Joint Grievance 
Committee 

Step No. 5 

Chief Executive 

SETIELEMENT 

Step - ladder Grivcvance Procedure 

ESSENTIALS OF A GRIEVANCE PROCEDURE: 

A grievance procedure should incorporate the following features: 

1. C.Onfonnity with mating legislation : 

II 

The procedure should be designed in conformity with the existing statutory 
provisions. Where practicable, the procedure can make use of such machinery as 
the law might have already provided for. 

2. Acceptability : 

Everybody must accept the grievance procedure. In order to be generally accept­
able, it must ensure the following: 

• A sense of fair-play and justice to the worker, 

• Reasonable exercise of authority to the manager, and 

• Adequate participation of the union. 

3. Simplicity : 

The following points should be noted in this regard: 

• The procedure should be simple enough to be understood by every em-
ployee. 

• The steps should be as few as possible. 

• Channels for handling grievances should be carefully devdopcd. 

• Employees must know the authorities to be contacted at various levels. 
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• Information about the proccd.ure should be thoroughly disseminated among 
all employees through pictures, charts, diagrams, etc. 

4. Promptness : 

Speedy settlement of a grievance is the cornerstone of a sound pcrsonnd policy. 
It should be remembered that ;ustice delayed is justice denied. The procedure 

. should aim at a rapid disposal of the grievance. This can be achieved by incor­
porating the following ~turc in the procedure: 

(a) As far as possible, grievances should be settled at the lowest level 

(b) No matter it should ordinarily be taken· up at more than two levds, 1.e. 
normally there should be only one appeal. 

( c) Different types of grievances may be referred to appropriate authorities. 

(d) 1ime limit should be placed at each step and it should be rigidly followed 
at each 1levd. 

5. Training : 

In · order to ensure effective working of the grievance procedure, 1t IS necessary 
that supervisors and the union representatives should be given training in work.­
mg of the grievance procedure. All the policies should ·be conveyed to the con­
cerned panics. 

6. Follow-Ii(> : 

The personnel department should review the working of the grievance procedure 
periodically and necessary changes should be· inttoduced to make it more effec­
tive, his is generally ignored by the organizations. A regular follow up . of the 
system increase the &ith of the people in the system. Therefore it is necessary 
that the grievance procedure should be reviewed whenever it is so required. 

EMPLOYEE EMPOWERMENT 

The meaning of empowerment is to make a person eligible for discharging his duties 
in a socially desirable manner so that he can ~ his proper entitlement, status and 
recognition. 

In other words true mcar.lng of empowerment is to give the pecson best guidelines 
and directions. Emr1owerment docs not mean just giving authority. In true sense 
empowerment is p~cipation of people in decision-making. 

In the context of industrial relations, empowerment can be practiced through the 
. following committees and councils 

Th~ are tid&o commonly ~rred to as d..e forms of Particip:ition-: 

• Works Committee 

• Joint Management Councils also known as JMC 

• Worker Director 

• Shop and Joint Councils 

• Quality Circle 

(1) Works Committees (1947): 



;:iu The lndwtrial Disputes Act, 1947, provides for the setting up of bipartite works 
committees as a scheme of workers participation i~ r.,an~ment that consists of 
representatives of employers and employees. · 

The Act provides for these bodies in every undertaking employing 100 or more 
workmen. 

• The aim· of setting up of these bodies is to promote measure for maintaining 
harmonious relations in the workplac.e and to sort out differences of opinion in 
respect of matters of common interest to employers and employee. Now th.at is 
an important role! 

The Bombay Industrial Rdations Act, 1946, also provides for these bodies, but 
under the provisions of this Act. they can be set up only i.n units that have· .. 
recogni~ union and they are called joint committees. The workers directly dect 
their representatives where the.-e is a union. 

Their functions include discussion of conditions of work like: 

• Lighting 

• Ventilation 

• Temperature 

• Sanitation 

• Water supply for drinking purpose 

4' Provision of canteens 

• Medical services 

• Safe working conditions 

• Administration of welfuc hands 

• Educational and recreational ac:tivitics 

• Encouragement of thrift and savings 

(2) Joint Management Council, OMCS 1958) 

The Second Five-Year Plan recommended the setting up of joint coun~ils of 
management consisting of representatives of workers and management. 

Tne Government of India deputed a study group (1957) to study the schem~ 
of w0:.·icers' participation in management in counuie,; H!{C l UK, Fm .cc, Belgi.i.T; 
and Yugoslavia. The report of the study grou~ was considered by the Indian 
Labour Conference (ILC) in its 15" session in 1957 and it made r.ertain recom­
mendations. 

a. Workers participation in management schemes should be set up in selecte<! 
undertakings on a voluntary basis. 

b. A sub-committee consisting of representatives of emp!oye s, wo.kcrs a.1d. 

government should be sec up for consiciering the details of .vor~ea:-s· p..rrici­
pation in management schemes. 

It was also recommended that the committee should select the undertaki~ 
where workers' participation in management schemes would be introduced on an 
experimental basis. 

fNDUSTRL4L RELA.110NS 

NOTES 

~·i.ec.. l'i1ur F"l'ogress 

' ",..,. i .. ~ is ue,soriarion? 

4. Oefi.ne a Trace Union? 

:., . \Vh~t ii; imp!-Jyee Discip!m.~· 

Sdf-1~ 11.-.l 

227 

http:Fr:u-.ce
http:re<:<>gni7.Cd


Human Resource 
Management 

NOTES 

Sdflll6tnldloul 11.-1111 

228 

The objectives of Joint Management Councils are as follows: . 

(i) To increase the association of employers and employee thereby promoting 
cordial industrial rdations; 

(ii) To improve the operational efficiency of the workers; 

(iii) To provide wdfare facilities to them 

(iv) To educate workers so that they are well prepared to participate in these 
schemes; and 

(v) To satisfy the psychological needs of workers. 

The requirements are: 

(i) The unit must have 500 or more employees 

(ii) It should! have a f.ur record of industrial relations 

(iii) It should have a well-organized trade union 

(iv) The management and the workers should agree to establish JMCs 

(v) Employers (in case if private sector) should be members of the leading 
Employers' Organization 

(vi) Trade Union should be affiliated to one of the Central Federations. 

Functions: 

The following are the important functions of JMCs: 

a. To be consulted on matters like standing orders, retrenchment, rationaliza­
tion, closure, reduction of operations etc. 

b. To receive information to discuss and offer suggestions. 

c. To shoulder administrative responsibilities like maintaining welfare measures, 
safety measures, training schemes, working hours, payment of rewards etc. 

(3) Worker Directors (1970) : 

After the nationalization of banks, the Government advised all nationalized. banks 
to appoint · employee directors to their Boards - one representing employees and 
the other representing officers-having tenure of 3 years . 

. The scheme required verification of Trade Union Membership, identification of 
the representative union and the selection of a worker director who is chosen out 
of a panel of three names furnished to the Govt, by the representative union 
within a prescribed period. 

(4) Shop and Joint Councils ·(1975 and 1977): 

The 1975 scheme has come into existence after the emergency has declared in 
June 1975.It has envisaged the setting up of shops councils at the shop/depart­
mental level and joint councils at the enterprise level. 

These were to be introduced in manufacturing and mining units employing 500 
or more workers - whether in public, private or cooperative sector. 

It was decided that the Council shall function for two years and will meet 



regularly . to discuss matters relating to the following factors: 

, •.. • 7 Safety 

• Discipline 

• Physical working conditions 

• Welfare measwes 

• Productivity norms and targets 

• Absenteeism 

• Flow of communications etc. 

It was also decided ,that the joint Council having a tenwe of 2 years - shall be 
constiruted for an enterprise consisting of representatives of both the manage­
ment and the labow. 

The Chief Exerutive shall be the Chairman of the Council and the representa­
tives of workers shall nominate the Vice Chairman. 

· The Council will meet once in a quarter to discuss matter that remains unsolved 
by shop councils including: 

• Schedules of working hows, 

• Holidays, 

• Optimum use of material, 

• Productivity standards, 

• Training facilities to develop skills of workers, 

• Awards to workers for creative suggestions, 

• General health, 

• Safety and welfare of workers, etc 

(5) Quality Circles (QC) : 

Quality circle is made up of a small group of people belonging to the same 
department of an organization, who after receiving training take up solving 
quality and productivity related problems of their units. In Japan, a QC is a 

. group of about ten employees within a single company department. QC is a 
good example of group work and WPM to increase the per-capita productivity 
and for making better quality and human relations in any work environment. 

Cue Study. 

JOHN VS. STEWART 

John owns a smal1 printing businCM'. One of his employees, Stewart, reaches his 65th 
birthday next month and is due to retire. John has had concerns about Stewart's 
productivity in recent months but has not dealt with this issue because, up to now, 
Stewart has been a reliable worker and because he knows that his retirement is 
imminent. John mentions to Stewart dwing the coffee break that he wants to hold 
a retirement party for Stewart on the evening of his last day in a local restaurant and 
asks him if he has a preference of venue. John is surprised when Stewart tells him 
that he does not intend to retire yet and that John will be breaking the law if he 
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forces him to leave. 

Comm,nt: Age Discrimination legislation came into force in October 2006. It is 
lawful for an employer to make an employee retire at 65 as long as a prescribed 
procedure is followed. The employer must notify the employee in writing of the date 
of their retirement at least 6 months before that date and the employee then has the 
right to rcquC:5t to co~.ti.rmc working. A.s John has not given this required notice he 
is already in breach of the Jaw but he might be able to recover the situation if he 
acrs promptly. However, if Stewart brings an employment tribunal claim, the tribu­
nal will make an award of up to 8 weeks' pay for this breach. If John does not give 
""e ;,royer written notification to Stewart antil 2 weeks or Jess before the retirement 
date an employment tribunal would consider that Stewart's dismissal is automati­
cally unfair a..'!?d the co~pe~tion awarded could be mur.h higher. 

John needs to write straight away to Stewart to notify him formally of his retirement 
date and to give him the chance to request to stay on. John then needs to hold a 
meeting with Stewart (and his companion) to consider his request and respond 
accordingly. If John decides not to agree to this request, Stewart h:i.s the right to 
appeal against this decision. 

QUESTIONS 

Question 1) What would you do if you were Stcwan? 

Question 2) Discuss case with SWOT analysis? 

SUMI,1ARY 

• The term "Industrial Relations" is used to refer to the relations between the 
panics within the industry. 

• The focus of i.r.dustrial relations is on the study of the attitudes, relation­
ships, practices and procedures developed by the contending parties to re­
solve or at least minimize conflicts. 

• Industrial relations are born out of employment relationship in an industrial 
setting. Without the existence of two parties i.e. labor and management, this 
relationship cannot exist. 

• The industrial disputes may be individual disputes such as disputes relating 
to reinst2tement, compensation for wrongful termination. Disputes relating 
to wages, bonus, profit sharing, hours of Work etc., are collective disputes. 

• A t."llde union or labour union is a continuing lor.g term as association of 
employees formed to promote, protect and improve, through collective ac­
tion, the social, economic and political interests of its rn~mbcrs. 

o Trade unions arc vo]untary organizations of workers or employers formed to 
promote and protect their interests through collective action. 

• Trade unions arc the creation of ·industrialization and modern inciustdal 
conditions. 

• Industrial revolution destroyed the earlier way of life and left the individuai 
worker, who was protected by the customary values, to drift by himself in 
me anonr-uty of the tcwn, and gathered these workers tcg~e~ at't'!1nd the 
employer. 
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• A major trend wimesscd these days is the change in the attitude of unions 
towards management, industry, government and the economy. Unions arc 
becoming increasingly matured, responsive and realistic in their thinking 
and action. · 

• Discipline is the force that prompts individuals or groups to observe rules, 
regulations,_ standards and procedures deemed ncccssary for an organization. 

• A grievance means any discontentment or dissatisfaction in an employee 
arising out of anything related to the enterprise where he is working. It may 
not be expressed and even may not be valid. 

• The meaning of empowerment is to make a person eligible for discharging 
his duties in a socially desirable manner so that he can get his proper 
entitlement, status and recognition. 

ANSWERS TO 'CHECK YOUR PROGRESS' 

1. Three main parties 

• . The Employees' or the Workers' Organisation (Trade Union) 

• The Employers' Organisation 

• The State or Government 

2. Strike: - A strike creates permanent rift between management and work­
ers and also creates bitterness on both sides. When workers collectively 
cease work in an industry, it is known as strike. 

3. Negotiation is one of the principal means of settling labour disputes. 
However, due to lack of trust bctwccn the employers and workmen or 
their trade unions or inter-rivalry of the trade luiions and the employers 
being in a commanding position, many a time negotiations fail. 

4. "Trade union is a "continuous association. of wage earners for the purpose 
of maintaining and improving the conditions of their working lives." 

5. Definition: According to Rkhard D. Calhoon, "Discipline is the force 
that prompts individuals or groups to observe rules, regulations, stan­
dards and procedures deemed necessary for an organization." 

QUESTIONS: 

1) What do you mean by Industrial Relations? What zrc the features of Indus­
trial relations? 

2) What arc the issues in Industrial Relations? Suggest measures for improving 
industrial relations. 

3) Define the term industrial dispute. What are th.e causes of industrial dis-
putes in India? 

4) What arc the reasons for arising disputes? 

; ) What are · provisions for settling industrial disputes? 

6) Define Trade union. Why, do employees join Trade Unions? 

7) What are the objectives and functions of Trade UI1ions? 
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8) What are the problems and weakness of Trade Union in India? 

9) What do you mean by participation? What are the objectives of worker's 
panicipation in management? 

10) What arc the methods through which workers can participate in manage­
ment? 

11) What is meant by Employee Discipline? What arc the causes of indiscipline 
in Indian Industries? 

12) What do you mean by grievance proccdwc? 

1. 3) What are the causes of employee grievance in an organa.ation? 

14) What do 'you mean by employee empowerment? 

FURTHER READING 

• Human Resource Management: Gary Dessler 

• Human Resource Management: L. M. Prasad 



11 Employee/ Labour: Welfare 

The Chapter Covers : 

■ Meaning and Definition of Employee Welfare 

■ Basic Features of Labour Welfare 

■ Approachies to Labour Welfare 

■ Objectives of labour welfare 

■ Principles of Labour .Welfare 

■ Types of Labour Welfare 

■ Benefits of I.about Welfare 

■ Scope of Labour Welfare 

■ Importance / Need of Labour Welfare 

■ Labour Welfare in India 

■ Agencies in labour Welfare in India 

U1U11i11g Objectives: 

After going through this chapter, you should be able to: 

■ Define Employee Wdfare 

■ Understand Basic Features, Approaches, Objectives and 

Principles of labour Welfare 

■ Understand Types, Benefits and Scope of Labour Welfare 

■ Discuss Labour Welfare in India 

■ Know Agencies in Labour Wdfare in India 
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INTRODUCTTON 
The industrial development of any country depends to a great extent on a satisfied 
labour force. Mere mcnet:uy rewards cannot make them feel · satisfied. In almost all 
the countries of thi: world, statutory measures have been taken to ensure a minimum 
living wage and also reasonably good amenities. But the workers cannot cope with 
the pac.e of modern life with minimum subsistence (food and provisions) amenities. 
The bare minimum amenities alone cannot satisfy the labour force and ensure the 
intellectual, physical, moral and economic betterment of the workers. The labour 
a1so needs a word of praise and appreciation along with wages so as to keep their 
body and soul together. 

However, the provision of these benefits or . extra stimuli is not obligatory and the 
employers are at liberty to provide or not to provide the various amentias. These non­
statutory benefits are denoted as . labour welfare measures and they .are of great 
importance to the workers. The money spent on labour weJfare should not be 
regarded as a waste but a wise invesanent. These measures bring a profitable return 
in th: form of higher production and greater efficiency. 

Nowadays, welfare has been generally accepted by employers as a social right. But 
the degree of importance given by them varies. Therefore, the Government also 
intervenes and introduces legislation from time to time to bring about uniformity in 
_providing such amenities. The intervention of the state, however, is only to widen 
the area of its applicability. 

MEA...'1'HNG AND DEFINITION OF EMPLOYEE WELFARE 
Labour welfare is a flexible and elastic concept. I ts meaning and implications differ 
widely with times, regions, industries, countries, sociai values and customs, the 
general economic development of the people and the political ideologies prevailing 
2t pa..•tkular moments. As such, a precise definition is rather difficult. 

Howee;er, attempts have been made by expert bodies to define the concept in their 
own way. Let us stJJdy some of the definitions: 

In the words of Prof. H.S. · Kirkaldy, "The whole fold of welfare is one in which much 
CJZr. be d.Dne to combat :he sense of .frustration of the industrial workm, to relinle them of 
J;~ Pr.sun;~[ and family worries, to improve their health, to offer thmz some sphert in 
which :hey can excel othm and to help them to a widn- conception of Jif~. ,. 

in the s.econc Asian Regional Conference of 110, it was stated that workers' wdfare 
ma;' b-..: understood to mean "such services, facilities and amn.ities whfrh MaJ bt es"'b­
lithed in or in the vidni'ly of undertalting.r to enable the persons employed in them toper 
form their work in h~aitJ,y and peaceful surrounding.r and to avail of faciJitia whi~h 
imprwe their health and high morale. " 

According to Balfour committee, "Labour welfare refm to the effor11 made by the 
employers to improve the wcrking and Jiving conditions over and above the wages paid to 
them. In its wulest smse it comprises all matters affecting the health, safety, comfort and 
general welfare of the WtJrkmm, and includes provision for education, recreation, thrift 
schemes, convakscent homes". It covers almost all fidds of activities of workers e.g., 
soci.~, ecc.;:iomic, indu.mial and educational. 

Accordi.-1g to ~or luweatigation Committee, "Anything done fo, th~ i;.telkctual 
hy:iU".{ moral and economic bdtn?nmt of the workm, whether by the employers, by the 

.rr.;r.mnent er other agm..rin QVe, and about what is iaid down t"j law or :uhat is nomuzlly 
tX'il t.cted tm .thl! pllTt of the contraa:ual ber.efits for which worlter may have bargained. " 

T·;-i; is .,.r!4l{y ctn ~ hausti ·. J,.finition. it crrr/m and highlights di the impcrtant aspect1 
ef th~ con,;!pt qf labo~r welfare. 

http:A(cordi.lg


According to N.M. Joshi, "wt/fart work covm all the efforts which nnpluym talte for 
.the bmefit of their nnpluyees over and above the minimum standards of working conditions 
fixed by the Factories Act and over and above the provisions of the social legislation 
providing against accidmt, old age, unemploymmt and sickness". 

On analysis of the above definitions, a simple definition of Labour Welfare can be 
framed of under: Labour welfare implies the setting up of minimum desirable 
standards of the provision of fodlities like health, food, clothing, housing, TNdical assassins, 
education, insurance, job security, reertation de. Such facilities mable the worker ttnd his f 1 

family to lead a good working lift, family lift and social lift. 

Labour Welfare thus embraces in its fold all efforts which have their object of 
improvement of health, safety welfare and general well-being of the workers. It is 
confined to those activities which are undertaken statutorily or otherwise, inside the 
industtial premises or outside by any agency, government, employers which do not 
come under social insurance conditions, and which lead to impmvement in health, 
efficiency and happiness of industrial workers and their families e.g. recreational, 
medical, educational, washing, bathing, transport facilities, canteens and crcches, etc. 
Thus, the term labour welfare covers not only the workers but also their families. 

BASIC FEATURES OF LABOUR WELFARE 
The various definitions referred above clearly enlist the basic characteristics of labour 
welfare which arc as follows: 

1. Labour welfare includes amcntias that are provided not only to the 
employees of the undertaking but also to their family members. 

2. The facilities and welfare amenities provided are not identical all over the 
world. They differ widely depending on the historical, cultural and 
environmental conditions. 

3. These measures are provided not only by the employers but also by the 
Government, trade unions and the other outside agencies also. 

4. Welfare measures do not include those facilities which are statutory or 
obligatory under any contract between the employer and the employee. 
Thus, they are only optional and voluntarily provided. 

APPROACHES TO LABOUR WELFARE 
Labour welfare is a dynamic concept and it has constantly adopted itself to the 
changing circumstances. This development is however, evoiutionary. There have been 
three general approaches in the evolu::ion of the concept. They are: 

1. Paternalistic Approach 

2. Industrial Efficiency Approach 

3. Social Approach 

1. Paternalistic Approach: - In the early phase of industrialization i.e., during 
the early days of this century, the paternalistic approach of labour welfare 
was adopted. The employers of those days started providing such facilities 
duly motivated by philanthropic, humanitarian and rdigious considerations. 
In those days, the employers maintained direct contact with their workmen. 
Hence, they were in a position to understand their problems, difficulties and 
strains. But those days have gone and at present provision of welfare ameni­
ties can no longer he regarded as an act of charity. 

2. Industrial Efficiency Approach: - The next step in the evolutionary process 
was the industrial efficiency approach. With the passage of rime, the size of 
business undertakings became large. They were organized in the form of 
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joint stock companies and there was a total separation of ownership and 
management. Hence, the so called employers were no longer able to main­
tain direct contact with the workers. Besides, there · was also an acute need 
for increase in production etc. The persons at the helm of affairs feel that the 
problem of increasing efficiency can be tackled only through provision of 
welfare facilities to the employees. But this approach was not free from 
defects. Trade unions strongly opposed it. They felt that the workers welfue 
could not be treated at par with the problems of care, maintenance and up 
keep of machines. J.V.C. Brown made a pointed refe~nce about this ·weak­
ness and stated that motive behind the provision of such facilities was wrong 
and selfish. Facilities were provided not for any social cause or with broad 
outlook but to increase the efficiency of the workers which ultimately bring 
profit to the pockets of the industrialists. Hence this approach also became 
unpopular. 

3. Social Approach: - The latest trend in the concept of labour welfare is the 
shift of emphasis from that of increased efficiency to the promotion of the 
general welf.tre of the workers. This social approach does neither involve any 
philanthropic consideration nor the ulterior motive of increasing the level of 
labour efficiency. In other words, labour welfare is an end itself and the 
development of loyalty towards the employer and merest in efficiency is only 
incidental. However, it is believed that improvement of workers morale, 
efficiency and loyalty shall be the natural outcome of such provisions. This 
approach is welcomed by the workers and their unions. 

OBJECTIVES OF LABOUR WEL;FARE 
Prof. HS. Kirkaldy, in his well known book "The Spirit of Industrial Relations", 
rightly remarked that welfare measures are undertaken by the employees to achieve 
the following objectives. 

1. To combat the sense of frustration in the industrial workers. 

2. To relieve the workers of Personnel and family worries. 

3. To improve their health. 

4. To afford them the means of self-expression. 

5. To offer them some new sphere in which he can excel others. 

6. To help them to become a part of a wider concept of life. 

PRINCIPLF.S OF LABOUR WELFARE 
To achieve the objectives cited above, the following cardinal principles should be 
kept · in mind while designing any scheme of welfare facilities: . 

1. Right Spirit: - The welfare activities should be undertaken in the right 
spirit. They are neither a substitute for low wages nor other allowances 
nor should they be provided to undermine the influence of the trade 
unions. 

2. Should Sene the Real Need of the Workers: - The scheme so formulated 
must serve the real need of the employ as concerned. Different workers 
require different types of welfare services. Depending on the nature of 
the industry, the industrialist should assess the actual need of the work­
ers and the priorities should be determined. 

3. Co-operation of the Workers: - No welfare scheme can succeed without 
the active support of the workers. The workers should be allowed to 
participate in the formulation and administration of any welfare scheme 
to achieve the real objectives of the scheme. 



4. No Compulsion: - There should be no compulsion for the worikers to 
avail of these facilities. In other words, labour welfare should be volun­
tary and the workers should be free to take advantage of such facilities. 

TYPES OF LABOUR WELFARE 
It is very difficult to classify the wclfue activities into certain broad categories. The 
authors are not unanimous in their views. However, we shall classify them into five 
categories: 

l. Intramural Facilities: - The facilities provided inside the factory are known 
as intramural facilities. These facilities include activities relating to minimi­
zation of industrial fatigue, provision of safety measures like f3nclng and 
covering of machines, good layout of the plant and machinery, sufficient 
lighting conditions, first aid appliance etc. Provisions of such facilities are 
also obligatory in all indus~al establishments all over the world. 

2. Extramural Facilities: - Facilities offered to the workers outside the factory 
are known as extramural facilities. They include better housing accommoda­
tions, indoor and outdoor recreation facilities, sports, educational facilities 
etc. · The provocation of these facilities is voluntary. Earlier, due attention was 
not given to the provision of extramural facilities to the workers. but now it 
is reali:zed that these facilities are very imponant, for the general welfare and 
enlistment of the workers. 

· 3. Statutory Facilities: - Under this category, welfare facilities are provided 
according to the labour legislations passed by the Government. The nature 
and coverage of these facilities vary from country to country. Again these 
facilities very arc either intramural facilities or extramural facilities. These 
facilities must be provided by all the employers and cannot be ignored. An.y 
contravention of the statutory provisions shall render the employer punish­
able under the Act concerned. 

The National Commission of Labour has divided all the statutory measures 
under two distinct heads: 

a) Facilities which have to be provided irrespective of the size of the estab­
lishment e.g., drinking water. 

b) Facilities which arc to be provided subject to the . employment of a 
specified number of persons, e.g., cr~es. 

4. Mutual Facilities: - These facilities are usually outside the scope of the 
statutory facilities. These activities are voluntarily undertaken by the workers 
themselves for their own interest. As such the employer h is no say in it. 

5. Voluntary: .- The facilities which are voluntarily provided by the employers 
come under this category. Hence these are not statutory. No doubt, the 
activities under this category ultimatdy lead to increase in the efficiency 
of workers. 

BENEFITS OF LABOUR WELFARE 
Provision of Labour welfare activities brings an all-round devdopment of workers. In 
particular, these measures bring the following benefits to the workers and to the 
society as well: 

l. Improved Industrial Relations: - These measures provide great satisfaction to 

the workers and also hdp in maintaining industrial peace. Conflicts, chaos, 
unrest etc. are minimized. A feeling of oneness with the organization is 
created. 
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2. Increase in the Genenl Efficiency and Income: - Welfare facilities make her,' 
workers happy and contented both at home and the factory and it brings · 
improvement in their genera! efficiency. Their efficiency and productivity, 
may not be up to the mark, if they are not relived Oi their domestic worries . 
like poor housing, unsanitary conditions rte. Once they are rdieved of these 
worries, they work with full zeal and enthusiasm. 

3. High Monie: - 1bc welfare measures shall also help in securing the willing 
co-operation of the workers. Once satisfied they will be less tempted to 
destructive and anti-social activities. Thus, a high degree of employee morale 
is ensured. 

4. Creation of Permanent Labour Force: - These fu.cilities ·will provide an attrac­
tion to the workers to stay longer in the undertaking. In the absence of such 
facilities, the workers often leave for their villages in search of recreation etc. 
Efficient workers can also search for better chances and may switch over to 
other establishments. In order to create a permanent labour force, such 
facilities are essential. 

5. Imp~ment in the Mental and Monl Health: - These facilities bring a 
drastic change in the outlook of the wo~rs, improve their mental faculty 
and hdp them in becoming good citizens. In the absence of such facilities, 
they are bound to fall prey to tl1e various social evils like drinking, gam­
bling etc. 

6. Change in the Outlook of Emplo~rs: - A change in the attitude and outlook 
of the employees and their heartfelt co-operation shall also change the out­
look of the employers as well. They will become more sympathetic 
towards them. They will not even hesitate to share the fruits of their hard 
labour with the workers. 

7. Social Benefits: - Besides the various economic advantages to the employers 
and employees, these measures also offer various social advantages. The in­
crease in the efficiency of the workers ultimately leads to an increase in 
production, productivity and the earnings of the undertakings. The increased 
earnings also lead to higher wages and make the workers happier and enable 
them to live "a richer and fuller life". Finally, the living standard of the 
society is raised. 

SCOPE OF LABOUR WELFARE 
A perusal of the definitions indicates that the term labour welfare is a very compre­
hensive concept and is wide in its scope. It includes in its fold all efforts he forms 
of amenities and activities which vary from place to place, industry to industry and 
time to time. Labor welfare activities are broadly classified as: -

1 . Statutory, 

2. Non-statutory or voluntary and 

3. Mutual. 

Statutory provisions relating to welfare of workers have been promulgated by the 
government of India in different enactments viz, Factories Act, l 948; Mines Act, 
1952; The Motor transport Workers Act, 1961; Dock Workers Safety Health Act 
1951; The Merchant Act 1961; Plantation Labour Act, 1951, The Merchant Ship­
ping Act, 1958, Coal Mines Labour Welfare Fund Act, 1974 and Mines Labour 
Welfare Fund etc the provisions contained in these Acts provide the minimum 
standards of health, S'clfety and welfare of workers. Employers arc supposed to adhere 
to these provisions. 



Volunwy welfare includes all those activities which employers undertake for their 
employees on voluntary basis. It is a philanthropic approach or the part of the 
employer to provide various welfare facilities to the workers over and above the 
statutory measures. Some of the important - voluntary wdfue activities un the ,p-.at 
of the employers may be provision of housing facilities, transportation, recreational 
facilities, formation of cooperative societies, children's education, and loans for . pur­
chasing sectors, ~ and grains, provision of library, leave travel concessions, unifonns 
and gifts etc. 

Mutual welf.i.re is "a corporate enterprise" undertaken by the workers themselves or 
their organization called trade unions. In India, the trade unions are finmcially . weak 
and are unable to undertake such activities the large-scale. However, in advanced. 
countries the labour welfare activities are the important functions · of trade unions. 

The Committee of experts on welfare facilities for Industrial workers constituted by 
the I.LO. in 1963 had divided the welfare services into two groups. 

a) Wcl&rc amenities within the precincts of the establishment (intra-mu­
ral) : Latrines and urinals, washing and bathing facilities, crcc:hes, resr 
rooms and canteens, arrangements for drinking water, arrangement$ 10, 
prevention of fatigue, health services including occupational safecy, ad­
ministrative arrangements within a plant to look after welfue, unifo~ 
and protective clothing and shift allowance. 

b) Wel&ft amenities outside the establishments (er.n-mwai): in eternity 
benefit, social insurance measures including spons, cultural activities, 
hof¥Y and reading room, holiday homes · and leave travel facilities, work­
ers' cooperatives including consumers cooperative stores, fair price shops 
and cooperative thrift and credit societies, vocational training for depen­
dents of workers, other programmes for the welfare of women, youth and 1 

children and transport to and from the place or work. Thus, iabour 
welfare · is very comprehensive and embraces a multitude of activities of 
employers, state, trade unions and other agencies to help workers and 
their funilies in the context of their industrial life. 

Thus the soope of labour welfare is fairly wide. The cor.cept of iabour wdiarc: 
cmbr..ces a multitude of activities including all extra mural, incra mural activities, af. 

well as ~.atutory and non-statutory welfare measures undertaken by · e e .-.p!oyee, 
the government ar.d the trade unions to help workers and their families in the 
context of their industrial life. It is, therefore, concluded that labour welfare is ;;._ 
convenient term to cover all those aspects of industrial life which contribute to the 
wdl being ·of a worker. 

IMPORTANCE / NEED OF LABOUR WELFARE 
The ~ecessity for labour welfure is felt all the more in our country because ours h 
a developing economy aiming at rapid economic and social de.,,elopment. The nee<\ 
for labour welfare was felt by the Royal Commission on Labour in 1931. The 
philosophy of labour welfare and ks r,ecessity was mentioned in r. resolution p~ 
by the Indian National Congress on fundamental rlghts .md erono,r..ic progn;-um . .:. f 
in its Karachi Session in 1931. The resolution demanded that the organization of f 
ec,·,no:nic life is the country must confirm to the principles of justi.ce an<l it migh~ [ 
secure a decent standard of living. It also emphasiud that the state should safeguard 
the interest of industrial workers and should secure for them by suit table lcgislarior: 
a living wage healthy conditions of work, limited hours or work, suitable machinery 
for the settlement of disputes consequences of old age sickness and unemployment 

Following motives and considerations have promoted employees to provide welfu,,• 
measures:-

\ 
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l . It is helpful in winning over their employees' loyalty and to combat 
trade unionism. 

2. It builds up a stable labour force by reducing labour turnover and 
absenteeism 

3. It raises the morale of workers. A feeling is developed among the worker. 
That they arc being looked after properly. 

4. One of the reasons for provision of welfare activities in recent times by 
certain employers is to save themselves &om heavy taxes on surplus. 

. 5. The motive behind provision of wclfare activities by some companies iJ 
to enhance their image and to create an atmosphere of goodwill between 
the labour and management and also between management and the 
public. 

6. · The social evils pr&.llent in the labour force such as gambling, drinking 
etc. are reduced to the minimum. It brings improvement in the health 
of the workers and keeps them cheerful. 

LABOUR WELFARE IN INDIA 
Labour welfare ~vities in our country were mainly a product of the stresses . and 
strains during the First World War (1914-1919). Before this period there were only 
isolated instances of labour welfare work, mostly by outside agencies on humanitar­
ian ground In the post war period, the industrial expansion and the process of large 
scale production led to the rise of the working class as a source of power. Owing the 
Second World War (1939-45) the movement of labour welfare received further 
impetus. The Factories Ac.t was enacted in· 1934. It was for the first time that 
provision 41 certain welfare amenities inside the &ctory was made statutory. After 
the Second World War, both the Central and the Provincial Governments showed a 
keen interest in undertaking welfare measures for the workers. At the employers were 
not interested in providing such facilities. The Government also appointed Welfare 
Officers to persuade the employers to improve the welfare schemes. However, there 
was no significant change in their attitude. Therefore, in 1946, the programme for 
labour suggested a through overhauling of legislative measures to~ promote labour 
welfare. In 1947 the Factories Act was amended in an extensive manner. After 
independence the First Plan laid more emphasis on effective implementation of 
various statutory provisions. The same policy was continued during the Second · Plan 
Period also a committee was also appointed by the Central Government to draw up 
a code of efficiency and welfare. The code as drafted by the committee was exten­
sively discussed in the Indian Labour Conference and National Productivity Council. 
But the code was not implementer. However some of the clements of the code were 
subsequently included in the Industrial Truce Resolution of l %2. In the subsequent 
plans also, the propositions t made in the earlier plans were reiterated. 

AGENCIES IN LABOR WELFARE IN INDIA 
The problems of labour welfare are immense and manifold and as such can't be 
tackled by one single agent successfully. Certain welfare activities can be easily carried 
on by the employers inside the factory premiJes viz; canteens, recreational facilities, 
provision of dispensary and ertthcs etc. Certain other measures viz; educational and 
employee state insurance etc., may be undertaken by the State and certain measures 
may be suggested by the workers' associations and trade unions. Suggestions made 
by All India Union Gorges in their memorandum to the Malviya C.Ommittee may 
be cited in this regard. In the opinion of the committee •some of the essential itmu 
of welfare work should be kept to be '11111k by rrda. As there will be diflicJties for mfort:ing 
14,ne the weO are activities such as creches, washing and bathing facilities in the cases of 
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't that some t?.f these we/fore activities should be made available in · 
'tln"ai body of worltm for whom M expiate provision could ve· 

these facilities should be made orekr municipal or government 
, by the mip/oye,1 .• 

~y undertaken by four main agencies viz, 
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Central Government And 

brief mention of these agencies is made as follows: 

1. Employer's role in welfare work: - Employer is in direct contact with the 
employees. His role is pivotal in providing welfue facilities to the employees 
over and above what is laid down by law. There is no denying the fact that 
some of the leading industtialists in India are pioneers in providing well fare 
amenities to their employees. Seine of these employers in this regard are the 
Mefatlals, J.K. Group, Godrej, Larsen and Turbo, Pfizer, Voltas, Philips, 
Bajaj, TISCO, Telco etc. They have fdt the necessity of welfare work and its 
importance in the interest of the industry and the workers. Various welfare 
amenities provided by the employers to the employees include educational 
facilities, medical facilities, cr«hes, transpon facilities, recreational facilities, 
gift on the · marriage· of children, housing facilities and consumer co-operative 
societies etc. The dimensions of welfare work undertaken by the employers 
are diverse in nature on account of different conditions from industry to 
industry and from unit to unit in the same industry. 

2. Labour wdfare work by workers' associations: - This includes the welfare 
activities provided by the unions for the benefit of their members out of their 
own funds. Various trade unions have done commendable work in the field 
of labour welfare. The welfare activities undertaken by the Ahmadabad. Tex­
tile Labour Association are worth mentioning. The ~ociation has to its 
credit 25 cultural. And social centers spread over the labour intensive areas 
of the city of Ahmadabad.. It provides welfare facilities for the workers in 
respect of schools, libraries, dispensaries, andi maternity homes, cooperative 
societies, and training in the trade union principles. Free-legal aid etc. 

The Mill Majdoor Union, Indore has set up various labour welfare centers 
to provide recreational and other amenities to its members. It also provides 
education facilities and games to the children of the employees. Night classes, 
reading rooms, facilities of indoor and outdoor games are also provided to the 
emploY1:C5. For the welfare of women employees, educational facilities and 
aafi:s, stitching etc., are also provident. Similar other associations like, The 
Majdoor Sabha, Kanpur, the Rasuiya Majdoor Sangh, Bombay and the 
Tcnile Labour Association etc. are also offi:ring man facilities for considerable 
improvements in the well being of the workers and they families. 

3. Labour Wel&n: Work by Central Government: - Not much contribution 
could be made by the Central Government in the field' of labour welfare 
prior to the Second World War. The Government staned taking interest in 
the field of labour welfare. During the Second World War. It extended the 
schemes of labour welfare in ordi!J-ary and ammunition factories. A labour 
welfare ad.visor was al pointed in 1942 for ironical the labour welfue work. 
A labour welfare fund was constituted in the year 1948 for financing the 
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labour welfare measures outside the purview of statutory provisions public 
sector undertakings. 

4. The Gmanmeot of India &von::d the idea of 'wd&re state': - The govern­
ment paued certain Acts, viz, Factories A,;;t, 1948, the Coal Mines Labour 
Welfue past A,;;t, 1947, the Iron Ore Mines Welfare Cess A,;;t, 1961 and the 
Limestone and Dolores Mines Labour Welfare Act., 1972, etc., arc important 
Acts, covering the welfare workers. 

Welfare funds have been created for the workers engaged in coal, iron, stone 
and demolitions. These funds arc created by 

a) The w: of cess on the coal ~patches from. the collieries 

b) A cess is levied on the production in iron-ore mining industries 

c) A cess is levd on lime stone and delimit consumed by iron and steel 
mills, cement and other. 

CASE STUDY - MOHANLAL YADAVVS. EMPLOYER 
Mohanlal Yadav, an engineer with experience from Rohtaj Industries, founded The 
Dish Ends Ltd. in 1975 on Thane-Belapur Road in Navi Mumbai. The management 
was formed by four engineers, including Yadav. It was manufacturing martensitic 
(MS) and stainless steel (SS) vessels required for pharmac.euticals, chemical companies, 
fertilizer companies, large government and private enterprises like Hindwtan Organic 
Chemicals Ltd., Nocil, Herdillia Oiemicals and Standard Alkali, and other dairy and 
pharmacy companies. The company was also manufacturing dish ends required for 
diesd petrol tankers. It was a quality product for which highly skilled employees, 
supervisors and engineers were employed. The total strength of the company was 
more than 500 workers. The company was working in three shifts. It was headed by 

, wdl-qualified top management. 

In 1978, workers formed a union under the leadership of S. R. Kanitkar, who was 
the leader of workers of chemical and pharmaceutical companies in the Thane belt. 
His asset was that he was an advocate dealing with cases on industrial disputes. 
Ramesh, who was a turner in the company, along with a few local workers took lead 
and met Kanitkar, and under his leadership, they formed a union for the workers of 
Dish Ends Ltd. They registered this union under the heading of Dish Ends Employees 
Union and submitted a letter to the company under the presidentship of Kanitkar. 
Most of the workers joined this union and called it General Chemical Workers 
Union. They informed the management that the union wanted to negotiate the 
demands of the workers. The matter was not taken up seriously by the management, 
and it lingered until 1980. 

In the meantime, S. K. Jadhav, a widdy experienced personnel manager having a 
good understanding of the complexity of industrial relations, joined the company as 
its first personnel manager. 

Due to financial crisis, the company was not in a position to consider the demands 
of the workers, and this was informed to the union unit committee several times. 
During meetings with the unit committee, it was observed by the management that 
the committee was not cooperative and was adamant during negotiations. The union 
had put up a charter of demands with 25 itemS. Its major demand was a pay rise 
of Rs. 1,500 per month for all the workers in their basic ~ary and dearness allowance. 
Other demands were related to increase in incentives, bonus, uniforms, increase; in 
LTA, free transportation, education allm,ymce, HRA etc. During the meetings, the 
management tried to convince the committee members by explaining the financial 
constraints of the company. The leadership was from the local area, and no one was 
able to understand the total financial implications against the demands that were 



placed before the management. The workers were getting impatient, as only the 
negotiations were going on and the issues were prolonged. 

In December 1979, Ramesh, with the hdp of political parties, started pressurizing 
the management to fulfil their demands as per their charter of demands. The 
management called a meeting with the president of the uni~n, Kanitkar, wherein 
they tried to explain to him the company's financial crisis and requested to maintain 
peace in the company as workers were unnecessarily creating unrest without 
understanding the management's problems. During the meeting, Kanitkar advised 
the committee members to maintain peace in the company so that negotiations 
could proceed further. Ramesh and the other committee members did not say anything 
and left the meeting. Both the management and the trade union leaders were unhappy 
with the attitude of the committee members. 

In January 1980, labour unrest gradually increased, and the workmen became non­
cooperative because of instigation from the committee members. They started 
threatening the supervisors, which adversely affected production activities. One of 
the supervisors of the second shift, Shashi Nair, was abused and threatened by 
Ramesh in rdation to the pending demands. Nair tried to convince him and requested 
him not to become violent. Without listening to him, Ramesh slapped Nair in the 
presence of the workmen who were on duty in the second shift on 10 January 1980. 
Nair reponed this matter to the management in writing the next morning. On the 
same day, i.e. 11 January 1980, Personnd Manager S. K. Jadhav went to Thane 
Police Station along with a letter detailing the f.actory matters to be informed to the 
assistant commissioner of police (ACP) of Thane. After returning &om Titane, as he 
was walking towards the factory premises, near the company gate, Jadhav was attacked 
by Ram~h along with seven or eight committee members. This was witnessed by 
the security officer and he called the chairman and one of the directors from the 
office. Meanwhile, the attackers ran away from that place. Wirh the hdp of rhe 
chairman and the' director, Jadhav was treated in a private hospital in Vashi. Alcng 
with the medical repon, a complaint was lodged by Jadhav with Turbhe Police 
Station. All the accused were arrested by the police and were given custody for three 
days thereafter. 

When Ramesh was relieved &om police rustody, he approached Dr. Sawant 's union 
known as 'Mwioor Congtc" of Engineering Workers' located. at Ghatkopar station. 
He met Dr. Sawant and requested him to represent on behalf of the workers of Dish 
Ends Ltd. Dr. Sawant advised him to enrol all the workers of the company as 
members of his union and, after the collection of membership fees, to stop the work 
in the company and then to approach him for further action to be taken by the 
union. At the same time, he discussed with Ramesh the details of general ,demands 
pending before the management. After two days, Ramesh brought a lcner from Dr. 
Sawant with the same demands that they had put before the management through 
Kanitkar's union, and in the letter, it was demanded that their demands be settled 
within eight days from ~ receipt of the demand letter of the union or od1crwisc 
the workers would take the law into their hands and responsibility of the consequences 
would remain with the management. After receiving this letter, the management 
decided to take disciplinary action against Ramesh for assaulting the personnd manager, 
and accordingly on 15 January 1980, Ramesh and eight other committee members 
were suspended pending inquiry. The suspension letter was issued to him at the 
company's gate by the security officer. The company's gate was opened on 16 
January 1980 as usual. Some of the workmen who tried to enter the fuctory for their 
regular work were obstructed by Ramesh and other committee members and were 
not allowed to go inside the factory. Somehow the staff members and the management 
employees went inside the factory premises, and some of the sincere and faithful 
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workmen who were in the first shift also went inside the factory by force. Nearly 35 
casual workers were also not allowed to go inside the factory premises for work. 

· Ramesh gathered the other workers, including casual workers, and informed them 
that they had brought in Dr. Sawant's union and he has instructed to stop the work 
in the company completdy, and that funher -steps would be taken by the union 
regarding their general demands. Funher it was observed by the management that 
most of the skilled and sincere workers wanted to cooperate with the management 
and not accept the membership of the union of Dr. Sawant, and that they had · 
signed as members of Dr. Sawant's union because of the threats and the pressure 
from local leaders. After getting feedback from the majority of management staff and 
workmen, charge sheets were issued to Ramesh and eight committee members, and 
they were called for domestic inquiry as per the rules. The charge sheets were related 
to violence inside the factory premises, assault on the peopl~ in the management, 
declaration of illegal strike etc. The inquiries were arranged outside the factory 
premises in order to conduct them peacefully. The situation in the factory was that 
faithful workers were frightened because of the threat by the union and the committee 
members. The majority of workers who were willing to continue production demanded 
police protection, to which the management also agreed. 

After looking at the gravity of the situation at the factory, Prakash Pawar, ACP, Thane, 
took initiative and visited the factory. He promised the management and the workmen 
who were present in the factory to provide police protection within and . outside the 
factory premises and while travelling by bus ftom Mumbai to the factory and back. 
The company worked two months more with police protection, and moral support 
was given to the workmen and the staff members by the management and police 
authorities. Meanwhile, a complaint was lodged by the management in the labour 
court of Thane to declare the strike as illegal and no wages for days of strike. The 
strike was declared illegal by the labour court, and the union and the workmen were 
advised to restore the situation and join work unconditionally. Meanwhile, after two 
to three months, all the inquiries were completed by the management ex parte, and 
the decision taken by the management was the dismissal of Ramesh along with eight 
committee members based on the findings of the inquiry officer. The management 
of the company removed all the 35 casual workers who did not report for duty for 
more than three months. This information reached all the workmen of the company· 
and all the nearby villages. This was shocking news in that area. Meanwhile, a local 
leader of Shiv Sena, Kishor Salvi, met Jadhav and told him that majority of the 
workmen had requested him to protect their services and their lives from Dr. Sawant 

• 1 and local committee members, who were dismissed from the services of the company; 
hence he wanted to represent the workmen and to cooperate with the management 
to run the company smoothly as it was a question of bread and butter for the local 
workmen as well as of the survival of the company. Salvi also met the chairman of 
the company, Mohanlal Yadav, and promised him accordingly. Thereafter, he formed 
a committee of 11 new unit members and sent an introductory letter to the company 
in the name of Shramik Sena Union. After the entry of Shramik Sena, Dr. Sawant's 
union members were causing trouble for the faithful workmen and the management 
staff. On the request of Kishor Salvi, the management recruited 35 new casual 
workers based on the 'sons of the soil' policy. Later, this was informed to the labour 
departm~rlt of the Government of Maharashtra. The company also got the sympathy 
of the Government of Maharashtra. Meanwhile, Shramik Sena· made an application 
in the industrial court of Thane for its recognition under the MRTU and PULP Act, 
1971. The application of Dr. Sawant's union in relation to the illegal removal of 
Ramesh and other casual workers, pending before the labour court and the industrial 
court, was dismissed in due course. After a period of one year or so, Kishor., Salvi' s 



Shramik Sena received a certificate of recognition from Dish Ends Ltd., and then the 
issue was settled by accepting 20 out of the 25 original demands of the workers. 

QUESTIONS 

1. What were th~ reasons for the industrial unrest in the company? 

2. Was the dismissal of the. trade union leader and the committee members 
justified? 

SUMMARY: 
• Welfare has been generally accepted by · employers as a social right. 

• labow welfare is a flexible and elastic concept. 

• labour welfare thus embraces in its fold all efforts which have their object 
of improvement of health, safety welfare and general well-™:ing of the workers. 

• There have been three general approaches in the evolution of the . concept. 
They are: 

1. Paternalistic approach . 

ii. Industrial efficiency approach 

iii. Social approach 

• Principles of labow welfare: 

1. ·rught spirit 

11. Should serve the real need of the workers 

. iii. Co-operation of the workers 

1v. No compulsion 

• Types of labow welfare 

1. Intramural facilities 

ii. Extramural facilities 

iii. Statutory facilities 

• Labor welfare activities are broadly classified as: -

1. Statutory, 

11. Non-statutory or voluntary and 

iii. Mutual. 

ANSWERS TO 'CHECK YOUR PROGRESS' 
1. "Anything done for the intellectual, physical, moral and economic better­

ment of the workers, whether by the employers, by the government or other 
agencies over and about what is laid down by law or what is normally 
expected on the part of the contractual benefits for which worker may have 
bargained. D 

2. Approaches to labour welfare are 

1. Paternalistic Approach 

2. Industrial Efficiency Approach 

3. Social Approach 

3. Intramunl Facilities: - The facilities provided inside the factory are known 
as intramural facilities. These facilities include activities relating to minimi­
zation of industrial fatigue, provision of safety measures like f3nclng and 
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covering of machines, good iayout of the plant and machinery, sufficient 
Jighting conditions, fim aid appliance etc. Provision:. of such facilities are 
also obligatory in all industrial establishments all over the world. 

4. Social Benefita: - Besides the various economic advantages to the-employers 
and employees, these measures also offer various social advantages. The in­
crease in the efficiency of the workers ultimatdy leads to an increase in 
production, productivity and the earnings of the unden:akin~. The increased 
earnings also lead to higher wages and make the workers happier and enable 
them co live "a richer and fuller life". Finally, the living standard of the 
society is raised. 

5. Suggestions made by All India Union Gorges in their memorandum to the 
Malviya Committee may be cited in this regard. In the opinion of the 
committee "Some of the essential items of wclf.irc work should be kept io be 
made by rules. & there will be difficulties for enforcing some the well are 
activities such as cr«hes, washing and bathing facilities in the cases of small 
factories we suggest that some of these welfare activities should be made 
available in industrial area for the general body of workers for whom no · 
expiate provision could be made by the employer and these f.icilities should 
be made order municipal or government control, but may be financed by the 
employers." 

QUESTIONS: 

1 . What do you undcmand from pcrsonnd welf.ire? 

2. Explain the term with labor wclfuc or personnel welfare with special refer-
ence co Indian Industry? ' 

3. Explain the advantages of labor welfare ? 

4 . Explain the principles of labor welfare ? 

5. Explain approaches of labor welfare ? 
0 
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Buman Resource Audit (HRA) 

■ Audit 

■ Concepts of HRD Audit 

■ Methodology of HRD Audit 

■ Need and Purpose of Formal HRA 

■ Purpose of HR Audit 

■ Essential Steps in Process of HRA 

■ Role of HRD Audit in Business Improvements 

■ Preparation for the Audit 

■ HRD Audit Failures 

■ Hwnan Resource Information System 

■ Valuation of Hwnan Resources 

■ Total Quality Management 

Learning Objectives: 

· After going through this chapter, you should be able to: 

■ Define Audit and Hwnan Resource Audit 

■ Methodology of HRD Audit 

■ Purpose and Process of HRA 

■ Describe Human Resource Information System 

■ Understand Total Quality Managem~t 
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INTRODUCTION 
In the last two decades a large number of corporations have established Human 
Resources Development Departments, introduced new systems of HRD, and made 
structural changes in terms of differentiating the HRD function and integrating it 
with HR function. HR systems are peopic intensive and require a lot of managerial 
time. There are examples of corporations where HRD has taken a driver's seat and 
has given a lot of benefits. In today's competitive world, "people" or employees can 
give a good degree of competitive advantage to the company. To get the best out of 
HR, there should he a good alignment of the function, its strategies, structure, 
systems, and styles with business and its goals (financial, customer etc. parameters). 
It should b~ aligned both with the shon-term goals and long .term strategies. If it 

, is not aligned, HR could become a big liability to corporations. Besides this align­
ment, the skills and styles of HR staff, the line managers and the top management 
should synergize with the HR goals and strategies. HRD audit is an attempt to 
assess these alignments and ensure the same. 

Having a separate or a dedicated HJlD Department docs not guarantee good HRD. 
Good HD requires the following: 

I) The top management of the organization recognius the strategic advantage 
and the critical value addition provided by people. 

2) The role of HRD is well carved out. 

3) Line managers understand, accept, and internalise their own role in devel­
opment. 

4) A learning culture is created in . the organisation. 

5) Appropriate HRD systems are identified to suit the needs, requirements and 
strategics of the corporation and implemented well. 

6) The systems arc periodically reviewed and aligned and realigned with the 
business goals of the organisation. 

7) Suppon HR policies arc formulated and implemented. 

8) The HRD function is handled by competent people. 

9) The styles, beliefs and values ,of the top management arc aligned to promote 
a good learning and competency building culture. 

IO) HRD function and the implementation of HRD is periodically reviewed and 
renewed. 

, It is to achieve the last objective HRD audit• has come in to existence. HRD audit 
is a comprehensive evaluation of the current human resource d:evdopmcnt .strategies, 
structure, systems, styles and skills in the context of the shon and long-term business 
plans of a company. HRD audit attempts to find out the future HRD needs of the 
company ahcr assessing the current HRD activities and inputs available. Human 

' Resource Audit is an addition to the various tools and concepts wed for effective 
human rc;sources management of any labour intensive industry, more particularly, 
hospitality industry. In the service industry, human resources have a vital role to play 
as . they form a part and parcel of the product or service that is being consumed. 
Hence, in this chapter, we aim to familiarise you with the basic concepts of human 
resource audit and the issued related to it. 

AUDIT 
Conventionally, the independent accountant, ahcr completing an audit, is in a position 
to render a certificate tovcring his or her findings. An assertion is included in the 



certificate that a review has been made of the company's internal control system and 
of the accounting procedures followed. A brief statement of the scope of audit is 
made. Any qualifications that arc applicable to the execution of the assignment or 
to the company's accounts are prefaced. Finally, the independent accountant renders 
his or her opinion regarding the company's financial statements and the basis on 
which the accounts have been kept. Professional ethics are observed by independent 
accountants. Material facts arc neither missed nor !Jlisstated. Again, conventionally, 
during manpower audit disb1J!SCIIlents made on account of payrolls arc checked to 
underlying records. This may even require verification of employee's signatures on 
payroll receipts to the extent considered neccs.ury. Record of the time of arrival and 
departure of employees is checked; so also the reports of the number of pieces turned 
out by piece workers. Payroll records covering bonuses arid commission on sales to 
employees arc subjected to scrutiny. Also, cenain payroll deductions and contribu­
tions in accordance with several social security and welfare laws are checked to 
compliance and accuracy. 

• Authorisations of additions to a company's personnel, 

• sanctions to the grant of special bonuses and profits sharing distributions 
and payment of compensations, 

• compliance with wage regulations 

Careful consideration is given by the independent accountant to the company's 
system of intcmal control and check, while determining the scope of the programme 
of audit. Obviously, r:nuch of the quantum and thrust of audit can be directly related 
to effectiveness of the company's internal control system. 

It is a general practice for independent accountants to analyse the changes which 
took place in the company's personnel records during the period covered by the 
audit. The net increase or decrease in the number of employees in. any one function 
or funaion occupation is ~ with one of the company's senior executives in 
order to obtain the benefits of his or her comments regarding the situation. 

While management can use a variety of means and measurement in control, in 
human resource management, audit is one of the most imponant devices and a 
significant step in the human resources planning process. Rather, it is considered as 
the first step in planning of human resources. 

An audit is a means by which an organi7.ation can measure where it currently stands 
and determine what it has to accomplish to improve its human resources function. 
It involves systematically reviewing all aspects of human resources, usually in a 
checklist fashion, ensuring that government regulations and company policies are 
being adhered to. The key to an audit is to remember it is a learning or discovery 
tool, not a test. There will always be room for improvement in every organization. 
An HR audit provides a quick way to take stock of a company's human resources and 
practices with an eye toward improving them. While there are different ways to 
conduct an HR audit, depending on the . company's goals, audits usually involve 
interviewing senior and mid-level management, reviewing the company's HR policies 
and forms, and sometimes even surveying employees. The advantage of HR audits 
is that they bring a level of expertise to bear on issues that, while important, most 
companies simply do not have the time or capacity to undertake themselves. 

CONCEPTS OF HRD AUDIT 
HRD Audit is Comprc.henaive 
HRD audit starts with an understanding of the future business plans and corporate 
strategics. While HRD audit can be done even in organiutions that lack well for-
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mutated future plans and strategies, it is most effective as a tool when the organi­
zarion already has such long-term plans. The HRD audit starts with attempts to 
answer the following questions: 

Where does the company want to be ten }'QR from now, three }'QR from now and 
one year from now? (Answers to this question ensure business linkages part of the . 
HRD score card). ' 

. Answer to this question needs to be provided by the top-level management. If there 
are long-term plan documents these are reviewed. On the basis of the answers to 
these questions the consultants finalize the subsequent audit strategies and method­
ology. The consultant's make an attempt to identify the nature of core competencies 
the organization needs to develop in order to achieve its long-term five to ten year 
plans. The consultants also attempt to identify skills required to be developed by the 
company at various levels (example, workmen level, supervisor's level, junior manage­
ment leveJ, middle management leveJ, top management level, etc.) and with respect 
to various functions (finance, production, marketing, etc.). Listing all these core 
competencies and skills for the future is the starting point of HRD audit. The HRD 
audit normally attempts to assess the existing skills and the competency gaps in 
order to achieve the long-term business goals and shon term results of the company. 

The competencies may deal with technical aspects, managerial aspects, and people 
re1ated or conceptual. They may cover knowledge base, attitudes, values and skills. 
What is the current skill base of HRD staff in the company in relation to 'Various 
roles and role requirements? (HRD Competencies Score on the HRD score card) 

This is assessed through an examination of the qualifications of HRD staff, job 
descriptions, training programs attended, etc. Besides this, through interviews an 
attempt is normally made to identify the skill gap in the organization. Training needs 
and performance appraisal forms provide further insights. Departmental heads and 
other employees provide insights into the competency and other skill requirements. 

What are the HRD sub-systems amiable today to help the orgum:ation build itself 
competency base for the present, immediate future u well u for long term goals? 
(HRD systems maturity score of the HRD score card) 

The auditors attempt to identify various HRD sub-systems that are available to 
ensure the availability, utilization and development of skills and other competencies 
in the company. All the HRD tools existing in the organization are listed and 
studied in detail. 

What is the current Ind of effectiveness of these S)'ltam in developing people and 
ensuring that human competencies are awilable in adequate levels in the companr­
(HRD systems maturity on the HRD score card) 

Assessing the effectiveness of each system makes this. For example, the effectiveness 
of performance appraisal system is assessed by discussing with employees, individu­
ally and in-groups, about the efficacy of the system. The auditors look at the ap­
praifal forms, look at the linkages between appraisal and craining, .md conduct 
questionnaire surveys to assess the extent to which coaching and other components 
of other appraisals are being utilized and also conduct workshops if necessary to 
assess the effectiveness of these systems. Similarly, in relation to induction training, 
the consultants make it a point to meet those who have been through the induction 
training recently or those who are in the process of being inducted. into the company 
and take their views to improve the induction training methodology etc. 

Does the HRD structure exist in the company adequate enough to manage the 
HRD in the company? (Contributes to HRD competencies score). 



In the next stage, an attempt is made by the auditors or consultants to examine 
whether the HRD structure at present can handle the pressing and future HRD 
needs of the company. This examination will assess the existing skill base of the HRD 
staff of the company, their professional preparation, their attitudes, their values, their 
developmental needs, the line manager's perceptions regarding them, etc. In addition 
to examining the full time staff, the HRD structure is also assessed in terms of use 
of task forces and other mechanisms. 

Are the top management and senior manager styles of managing people in tune with 
the learning culture? (Answers to these questions contribute to the HRD culture 
score of the HRD score card). 

Here an attempt is made to examine the leadership styles, human relations' skills, 
etc. of senior managers. The extents to which their styles facilitate the creation of a 
learning environment are examined. 

HRD Audit Examin.-.s Linkages with Other Systems 

The HRD audit also examines the linkages between HRD and other systems like 
total quality management, personnel policies, strategic planning etc. Suggestions are 
made on the basis of evaluation on the above questions about the future HRD 
strategies required by the company, the structure the company needs to have for 
developing new competencies and the systems that need to be strengthened, the 
styles and culture that has compatibility with HRD processes in the company 
particularly the styles of the top management, etc. 

HRD Audit is Buaineu driven 0 

HRD audit always keeps the business goals always on focus. At the same time, it 
attempts to bring in professionalism in HRD. In keeping the business focus at the 
centre, HRD audit attempts to evaluate HRD strategy, Structure, system, staff, skills 
and styles and their appropriateness. 

HRD Audit is not a problem solving exercise. It may not be able to provide any 
solutions to specific problems the organizations are &cing - for example Industrial 
Relations problem, or discipline problem, poor performance problems etc. However, 
it may be able to throw insights into the sources for the problem. It will not give 
feedback about specific individuals. It will however give feedback about the HRD 
department, its structure, competency levels, leadership, processes, influence of the' 
HRD on the other systems etc. HRD audit is against the HRD framework. 

METHODOLOGY OF HRD AUDIT 
In order to arrive at answers to the above types of questions the auditors use a 
number of methods. These are described in some detail below: 

1) Individual Interviews: The auditors normally make it a point to interview 
the top level management and senior managers individually. Such individual 
interviews are must for capturing their thinking about the future plans and 
opportunities available for the company. Also by virtue of occupying strategic 
positions the top management provides a perspective required for a good 
HRD audit. Thus a good HRD audit begins with individual interviews of 
top management. Individual interviews also are essential when sensitive matters 
and sensitive information has to be obtained. Such information is available 
particularly about the styles and culture through individual interviews. Union 
leaders, depanmental heads, some strategic clients and informal leaders are 
all interviewed individually. In addition if the organization is small and is 
managed by largely professionals, a!l attempt is made to enlarge the coverage 
and randomly selected representative sample of employees from different 
levels and different functions could be interviewed. 
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2) Group Interviews: Normally for the audit of companies having thousands of 
employees, it is not feasible to meet everyone individually. It is the experi­
ence of the author that group discussions and interviews is a good mecha­
nism of collecting information about the effectiveness of existing systems. 
Group interviews are conducted normally for groups of four to eight indi­
viduals. It is preferable to have employees drawn from same or similar levels. 
This is because in Asian cultures there is likely to be inhibition on the part 
of junior employees to freely express their views in the presence of their 
seniors. However, it is quite common to give cross functional representation 
of employees in the same group. If the organisation is large, an attempt is 
mad~ to conduct group interviews for each function separately to keep the 
levels homogenous. In the individual and group interviews for HRD audit 
normally the following open ended questions are asked: 

a) What do you see as the future growth opportunities and business 
directions of the company? 

b) What skills and competencies does the company have which you are 
proud of? 

c) What skills and competencies do you need to run your business or 
to perform your role more effectively at present? 

d) What are the strengths of your HRD function? 

e) What are the areas where your HRD function can do better? 

f) What is good about your HRD sub-systems like performance ap-
praisal, career planning, job rotation, training, quality circles, induc­
tion training, recruitment policies, performance counselling, worker 
development programmes, HRD departments, etc? 

g) What is weak about them? What can be improved? 

h) What changes do you suggest t~ strengthen HRD in your company? 

i) What do you think are the ways in which line managers can perform 
more development roles, etc? 

3) Workshop: In some cases the individual and group interviews are substituted 
by large-scale workshops. In the workshop· a large number of participants 
ranging from 30 to about 300 could be gathered in a room and could be 
asked to do the HRD audit. Normally in the workshop the participants 
work in smaJJ groups either around various sub-systems of HRD or around 
different dimensions of HRD, do ~ SWOT analysis and .make a presentation. 
The · workshops also can be used focusing specifically ot:i individual HRD 
systems like performance appraisal. The HRD audit if conducted through 
participatory methods in itself may initiate the change process. Even if it 

· does not, it is a potential diagnostic tool and can provide a lot of information 
to the top management on human processes and help them plan further 
interventions. 

Questionnaire Method: TVRLS has developed a comprehensive question­
naire which has to be administered to the executives of a company. This 
questionnaire has over 250 items and requires about 90 minutes to com­
plete. This questionnaire can be administered individually or in a group. It 
was found useful to call groups of respondents selected randomly to a room 
and explain the objectives and the process of HRD audit and administer the 
questionnaire then and there itsel£ This ensures uninterrupted answering of 
the questionnaire and provides scope for getting more credible data due to 
the personal explanations given by the auditors. A number of other question-



naires have been developed since the time the first com,prehensive HRD 
a"1dit questionnaires were prepared by Rao and Pareek. These questionnaires 
attempt to assess various dimensions of HRD including the competency base 
of HRD . staff. the styles of line managers, the implementation of various 
HRD systems etc. The utility of the questionnaire is that it helps in 
benchmarking. 1VRLS a consulting firm specialising in HRD audit over the 
last several years have bench marking data from several organisations. 

5} Observation: In addition to the above the auditors should physically visit the 
workplace including the plant; the machinery, the canteen, the toilets, the 
training rooms, the hostels, the hospital, school, living colony, etc. These 
visits and observations are meant to assess the extent to which a congenial 
and supportive human wclfue oriented climate exists in the company. This 
is essential because employees are not likely to give their best if they do not 
live in good surroundings, their health and education are not taken care of, 
they do not have good communication and other facilities and their work 
conditions arc poor. The observations can be conducted using a check list of 
. questions. 

6) Analysis of Secondary Data: Analysis of secondary data can give lot of in­
sights into the HRD assets and liabilities of the company. For example, in 
a company that had about 50 HR people only two were found to have the 
required technical training in HRD area. When an analysis of the training 
programmes attended by others was carried out, it was found that a large 
number of them did not attend any HRD programme in the last five years. 
Such analysis of secondary data can throw up many insights. AJ:talysis of age 
profiles of the employees, analysis of the training attended, analysis of the 
minutes of the meetings hdd etc., hdp in determining the assets and liabili­
ties. Such an analysis should also pay attention to the costs incurred by the 
company in terms of maintaining the HRD infrastructure, etc . 

. 7) Analysis of Reports, Records, Manuals and other Published Literature: Pub­
lished literature of the company including annual reports, marked hand­
outs, training calendar, personnel manual, and various circulars issued from 
time to time are also li.kdy to hdp immensely in assessing the strengths and 
weaknesses of HRD. 

A basic audit will address compliance issues such as, the hiring process or 
personnel policies. We recommend a fuller assessment to address possible 
organization design issues and to identify opponunities for making better 
use of the company's human resources. Once the audit is completed, the 
findi~ a:re presented to managemenL What happens after that depends on 
management. The company owns the findings and can choose whether, 
when, and to what degree to act on them. The HR Audit hdps by: 

1) providing feedback on the value of the contribution of the HR func­
tion to the organization's strategic business objectives 

2) assessing the quality of HR practices, policies and delivery 

3) reporting on extent of statutory HR compliance and remedial action 
required 

4) assessing HR and line management relationships and ways these can 
be improved 

5) setting guidelines for establishing HR performance standards and 

6) identifying areas for change ~d improvement with specific recom­
mendations The HR 

HUMAN RESOURCF 
A U!)JT (HR/..,.' 

NOTES 

Sdf-lutnu:dtnud MIIIDWI, 

M3 



Human Resource 
Management 

NOTES 

r=:---
1 Check ~-'"'' Progr~ss 

1

1 0-...::U.~ ..lum.&1 Re­
s- rc-e 

1 fuiu1tndbvn Syslem / 
I ,\ ha il T,. ta.1 Oua:i · 

.-.• an:1gt wcnt ! 
I 3. Wli~t i~ historical cost 

n,:d,od' 

Audit focuses on the following dcmcnts of People Management: 

• Organizational Data· 

• Strategic HRM overview 

• Staff Communication and Change Management · 

• HRM Operational Delivery 

• Staff Performance and Morale and 

• HR Performance Measures 

SMART goal settings 

0 

An effective expression of the important goal setting guidelines is that you should set 

SMART goals. What the SMART goal setting guidelines actually mean is that your 
goals should be 

a) Specific 

b) Measurable 

c) Attainable 

d) Rewarding 

c) Timely 

Specific 

With a specific goal you can clearly see what it is you want to achieve, and you have 
specific standards for that achievement. In making your goals specific it is important 
that you acrually write them, which is crucial in all goal setting guidelines. The more 
specific is your goal, the more realistic is your success, and the shorter is path to it. 
When you work on making your goal specific, you program your subconscious- mind 
to work for you. Then, your feelings and thoughts will lead you to your goal instead 
of pointing at the obstacles. To make your goals specific you also need to work out 
the other components of SMART goal setting guiddines below. 

Measureablc . 
For a goal to be measurable you need a way to measure the progress and some 
specific criteria that will tell you when you can stop and the goal is achieved. Feeling 
the progress is very important for you to stay motivated and enjoy the process of 
achieving the goal. 

Attainable 

An attainable goal is a goal for · which you sec a realistic path to achievement, and 
reasonable odds that you get there. This docs not mean that the lower you · aim the 
more likely you reach success. It is well known that goals that work best have a 
challenge in them. They are chosen as ambitiow as possible, but still reachable. 
Then they will give you more motivation and sense of achievement. 

! Rewarding 

1 - A goal is rewarding when you have clear reasons why you want to reach that goal. 
This is one more place where it is important that die goal is really yours. Have your 
specific reasons and cx:pcctcd reward in writing. ·If possible, even with some visual 
pictures. Imagine how you arc going to feel when the goal is finally reached. This 
will ensure that the goal is really worth achieving. Then, every time you get sruclc 
and don't fed motivated enough, read your reasons and look at the pictures. This is 

, ___________ ___. a known and very powerful practical technique of how to get through difficult 
moments and not · quit. 
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The fifth requirement of the SMART goal setting guidelines is that your goal should 
have a specific time limit. This is also very important for your subconscious mind. 
Besides, time is the price you pay for the reward from achieving a goal. Setting the 
deadline will protect you from paying higher price than the goal is worth. This is 
also your protection from procrastination and perfectionism. 

NEED AND PURPOSE OF FORMAL HRA 

Human Resource Audit is a systematic assessment of the strengths, limitations, and 
devdopmental needs of its existing human resources in the context of organisational 
performance. (Flamholtz, 1987) 

The premise on which the human resource audit is based is that opportunities are 
being missed by staying with the current approaches. It considers the human re­
source pr~ as dynamic and that it must continually be redirected an:d revitalised 
to be responsive to the ever-changing needs. 

Human Resource Audits give an account of the skills, abilities and· limitation of its 
employees. The audit of non-managers are called skills inventory while the audit of 
managers . are called management inventories. Basically, the audit is an inventory that 
catalogues each employee's skills and abilities which enables the planners to have an 
understanding of the organisation's work force. William B. Werthu, Jr. and Keith 
defines HRA are a sort of feedback on the duties and working of the managers and 
other employees of the organisation. It is a sort of quality control of the human 
resource of an organisation. HRA can be conducted for a department or the whole 
organisation. It gives a more professional image and helps in bringing out the prob­
lem not necessarily linked with the Human Resource division of an organisation. 
HRA helps to clarify a department's role in an organisation that brings about more 
uniformity in action. 

The commonly understood audits are the established and regular accounting audits 
carried out in accordance with specific statutory regulations. However, in the case of 
human resource audits, there is no legal obligation, but enlightened managements 
have voluntarily accepted its usualness depending upon the circumstances. The fol­
lowing circumstances may be dted as examples: 

• fdt concern by top management, 

• compulsions of the external forces necessitating a situational audit, 

• business changing significantly influenced by international business deci­
sions 

• affecting human resource management, and 

• an urge on the part of human resource management professionals towards 
advancement of the practices and systems. 

Human Resource Audit is the critical analysis of the existing human resource within 
the organisation. To be able to do that, the audit will have to be served with the data 
that is quantitative, qualitative, as well as comprehensive. In other words, the su~ 
of this stage of human resource planning soldy rests upon the manner in which 
personnd records and other information are maintained. It is from the base of the 
current situation that the human resource audit is to take-off in order that the furore 
must be planned. Hence, the information needs of such a critical exercise must be 
met. 
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PURPOSE OF HR AUDIT 

1) To insure the effective utilization of an organization's human resources. 

2) To review compliance with a myriad of administrative regulations. 

3) To instill a sense. of confidence in management and the human resources 
function that it is well managed and prepared to meet potential challenges. 

4) To maintain or enhance the organization's and the deparanent's reputation 
in the community. 

5) To perform a "due diligence" review for shareholders or potential investors/ 
owners. 

ESSENTIAL STEPS IN PROCESS OF HRA 

Though the process would vary &om hotel to hotel, generally it involves the follow­
ing steps: 

1) Briefing and orientation: This is a preparatory meeting of key staff m~bers to: 

i) discuss particular issues considered to be significant, 

ii) chart out audit procedures, and · 

iii) develop plans and programme of audit. 

Scanning material information: This involves scrutiny of all available information 
pertaining to the personnel, personnel handbooks and manuals', guides, ap­
praisal forms, material on recruitment, computer capabilities and all such other 
information required for HRA. 

3) · Surveying employees: Surveying employees inv:olves interview with key managers, 
functional executives, top functionaries in the organisation, and even employees' 
representatives, if necessary. The purpose is to pinpoint issues of concern, present 
strengths, anticipated needs and managerial philosophies on human resources. 

Conducting interviews: What questions to ask? The direction which audit must 
Resource Development follow is based on issues developed through the. ~ng 
of information gathered for the purpose. However, the audit efforts will get 
impetus if clarity is obtained as to the key factors of human resource manage-
ment selected for audit and the related questions that need t() be aamined. 

The following model depicts various key &aors required to be addressed during 
human resource audit. It is developed from the interview guide used in an 
electronic company. It must be remembered that the questions to be asked on 
factors given in model are required to be framed very carefully. The diagram 
given below illustrates the key factors and the subsequent table mentions related 
aspects related to each of the factors to be covered by the interviewing audit 
team. 



The process of the interview and the sequence of questions is often as important 
as their content. Another effective method is the 'focus interview'. A focus inter­
view involves meetings between a trained interviewer and selected members of 
the organisation. Here the interviewer asks a variety of questions planned and 
prepared in the same fashion as the interview questionnaire explained earlier. 

5) Synthesising: The data thus gathered is synthesised to present the 

• current situation 

• · priorities staff. pattern, and . 

• issues identified. 

Similarly, future needs arc identified and appropriate criteria developed for spot­
lighting the human resource ' priorities and specific recommendations made. 

6) Reporting: Just as the planning meetings of briefing and orientation, the results 
of the audit arc discussed within several rounds with the · managers and staff 
specialists. In the process, the issues that get crystallised are brought to the 
notice of the management in a formal report. Follow-ups are necessary after an 
audit to see if the - action plan used to solve probl~ms found this the audit 
worked or not. In conclusion, human resource audit is an important approach 
to human resource planning. It is practical because if correctly conducted, it 
should increase the effectiveness of the design and implementation of human 
resource policies, planning and programmes. A periodic and systematic audit 
hdps human resource planners develop and update employment and programme 
plans. 

· Hwqan Resource Audit is the critical analysis, of the existing human resources 
within the organisation. It ~ a systematic review and assessment of human resource 
management philosophies, policies, systems and practices. In terms of need, ap­
proac.h and procedures, human resource audit is different from the commonly un­
dcrst~ accounting audits carried out in compliance of certain mandatory or statu­
to.ry requirements. Similar to the case of Human Resource Planning, the success of 
Human Resource Audit is dependent. The reason for conducting a human resource 
audit is that it is from the base of the current situation that the future must be 
planned. Thus,, an enormous amount of information needs to be available. But 
similar to the case of human resource planning, the success of this audit is dependent 
upon the availability of the quantitative as well as qualitative information and its use 
by the auditor. The purpose of human resource audit is to gather data about the 
organisation's human resource management and to use those data to make judge­
ments about how it's functioning, effectiveness, and requirements for future planning 
and devdopment. The decision to conduct a human resource audit and its frequency 
would be guided by the top management's felt concern or, amongst other consid­
erations, a desire on the part of the human resource professionals to advance the 
current practices and systems prevailing in the enterprise. The audit may be con­
ducted by the management either 'in house' or by engaging an outside consultant 
in order to obtain gttater objectivity. 

ROLE OF HRD AUDIT IN BUSINESS IMPROVEMENTS 

HRD audit is cost--effectivc and can give many insights into a company's affairs. The 
auditors come for one to two weeks, camp at the organization and give a report in 
a month's time. They normally make a preliminary presentation at the end of their 
visit HRD audit can lead to several benefits: 
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1. Getting the top management to think in terms of strategic and long-term busi­
ness plans: It may sound ironical that the HRD audit should begin with such . 
strategic plans, but in . some cases it has oompelled the top management to think 
about such plans, while some companies started thinking about them, a few 
others started sharing these plans with a larger number of persons. Since the 
employees cannot participate in an HRD audit without some sharing of these 
plans, the audit has forced the top management to share their plans which has 
resulted in increased employee involvement. In a few cases a new system of 

· annual planning and sharing of business pbn.s with the management staff have 
been initiated to enable them plan their own activities and competency devel­
opment programmes. 

2. Clarifying the role of the HRD department and line managers in HRD: In 
almost all cases the HRD audit has been found to draw the attention of employ­
ees at various levels to the important role of the HRD department current as well 
as the future. Enhanced role clarity of HRD department and HRD function and 
increased understanding of line managers about their HRD role have been the 
uniform results of HRD audit. The degree may vary from organiz.ation to orga­
nization depending on other factors. 

3. Streamlining of other management practices: Most often HRD audit identifies 
the strengths and weaknesses in the some of the management systems existing 
in the organization. It also points out to the absence of systems that can enhance 
human productivity and utilization of the existing competency base; for example, 
the MIS, rules and procedures, etc. which may have an effect on the functioning 
of the employees. In a few cases an HRD audit has helped the ~ment look 
at some of these sub-systems and work procedures. Preparation of a manual of 
delegation of powers, clarification of roles and responsibilities, developing or 
streamlining the manuals of financial and accounting procedures and systems, 
strengthening the information systems, and sharing of information are some of 
the resultant activitles in this direction. 

4. Better ,recruitment policies and more poofessional staff. An HRD audit points 
out to the competence base required. It sets the stage and gives direction for the 
competency requirements of employees at various levels and thus provides a base 
for recruitment policies and procedures. In sorre companies, it has resulted in 
strengthening the recruitment policies and procedures. As a result of HRD 
audit, new recruitment and retention strategies have been worked out. 

5. Changes in the styles of top management: One of the objC\."'lives of HRD is to 
also create a learning organization. A learning culrure can be created only if the 
wp managers of th! ccmpany exhibit an HRD style of management. Sach a style 
requires an empowering attitude, participative style of management, and an 
ab;Iity to convert and use mistake~, conflicts and problems as lc.arning opporru- · 
nities. Some of the top-level managers in J ndia have been found to block em­
pk~~•ee motivation and learning through coercive, autocratic and even paternal­
istic styles of management. In such cases the HRD audit has pointed out the 
difficulties in developing and preparing the employees for the furure. This has 
helped to provide subtle feedback to the top management and to initiate a 
change process. 

6. Imprcm:ments in HRD systems: The HRD audit has helped mon of the orga­
nizations in taking stock of the effectiveness of their HRD systems and in de­
signing or re-designing the HRD systems. The most frequently changed or 
renewed systems include performance appraisal, induction training, job-rotation, 

http:resulta.nt


career planning and promotion policies, mentoring, communication, and train­
ing. 

7. More planning and more cost-effective training: HRD audits have been found 
to raise questions about the returns on training. One of the aspects emphasized 
in the HRD audit is to calculate the investm~nts made in training and ask 
questions about the returns. The process of identifying training needs and uti­
lization of training inputs and learning for organization growth and development 
arc ·assessed. As direct investments arc made in training, any cost-benefit analysis 
draws the attention of the top management and HRD managers to review the 
training function with relative ease. One organization strengthened its training 
function by introducing a new system of post-tra1ning, roi.low-up and dtssem1-
nation of :knowledge to others through seminars and action plans . . Many orga­
nizations have developed training policies and systematized their training func­
tion. Assessment of training needs has also become more scientific in these 
organizations. 

8. Increased focus on human resources and human competencies: One of the results 
of an HRD audit is to focus on new knowledge, anir-.ides and skills required by 
the employees in the organization. Comments are made about the techmcal, 
managerial, human and conceptual competencies of the staff at various levels. 
This differentiation has been found to help organizatic,ns identify and focus ' 
sharply on the competency requirements and gaps. The audit establishes a sys­
tem of role clarity and fixing- of accountabilities. This can take place through 
separate role clarity exercises or through the development of an appropriate 
performance appraisal system. In any case the attention of the organization gets 
focused on developing the competency base of the organization. More sensitivity 
is . developed to the missing aspects of competencies. For example, one organiza­
tion has been found to neglect human relations competencies of their staff, 
reswting in a large number of human problems leading to wastage of .ime. Some 
of this got stream lined and various HRD policies also got strengthened. 

9. Strengthening accountabilities through appraisal systems and other mechanisms: 
An HRD audit can give significant inputs about the existing state of the ac­
countabilities of employees. This gets assessed through performance appraisals as 
well as through the work culture and other cultural dimensions. A number of 
organizations have introduced systems of performance planning, sharing of ex­
pectations and documenting the accountabilities of staff 

10. TQM interventions: Quality improvements and establishing TQM systems re­
quire a high degree of employee involvement. In a number of cases the HRD 
audit has pointed out to the linkages between TQM and other developmental 
programmes and helped in strengthening the same. Due to improvements in the 
training system, group work and appraisal systems, TQM programmes have also 
improved. In a few organizations the performance appraisals have beer: so d:.mged 
as to integrate quality aspects and internal customer satisfaction dimensions into 
the appraisal system. Thus, an HRD audit leads to the strengthening of the 
quality systems. 

PREPARATION FOR THE AUDIT 

Tht' or611Jlisation has to prepare itself for the audit. Normally in the audit the HR 
function, systems, competencies, culture and the top management co.,.,rt'i~,..,cnt 
come mdcr scrutiny. All diagnoses arc painful p,micuh..rly if t.liir.gs h.tvr to irrt:ove 
If thirps have to improve more work needs to be done, new focaJ points l,ave ro l,e 
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identified and implementation has to be stepped up etc. In such cases there is more 
work and there are criticisms of the past. Hence it may not be always a comfortable 
feelin_g to get audit done. Hence audit requires ·a lot of courage and boldness on the 
pan of the · HR Department to be self critical and open to examination. HRD Audit 
has taken time to get popular for these and a variety of other reasons. Once done 
HRD Audit could realign the firm goals to HRD and could hdp people to drive 
business better and also uplift the HRD function. 

As preparation for the audit the auditors have to become familiar with the i.urrent 
HRD status. They do this through examination of various documents rdating to the 
existing systems and processes. Following box gives a list of documents required by 
the auditors before the audit: 

Clled<-llst of DoCluneats CQ be . .... a ....... blt' by 1M BRD departmeattbr 
~ 

1. Persomael Mauua1 

2 . Maapawerplamlias piclelines 

3 . ~policies 

4. Pramotioa policies 

S. · l"erl'ommlce annml manuals 

6. TQM mmual~ 

7. QaalilycirclPs. sllop-floo.-commitleesf'lc. guideJinn 

8. Sagestion.scllemes and~ guidelines 

9. namiAg policy pidehnn 
10. SUccessaou plamuna and career Plmoaia gmde1iDes and~ 

l 1. OD intervention& if any takm by tbe orpaizatioa 

12. Ac:tivities of_lhr.lUU> ~- ammal n,pods etc. 

1 J . n.imna calendar 1111d n,por1S af tamms actmtiell 

14. DillposticmdevaJualioDstudies 

15. Rewmd sysmm -policiff and guide]mes 

16. Ccimmunicatimuy~temsaod~ 

17. ID-holllleNewslenenmdotb-mecbaoi--

18. Drleplionmmualsm-pidPlwes 

19. Job-rotuion and lnmsfer policic5 aad pnictic,es 
20. Orpmzatiooa1 slnlclan! ofHRD ~ 

21 . Small group activities, sbop-Oooreommittees and d8tails 
22. Ellit ltRrview suidelinH mddata 

23. Docummlsdnlinawith :IKilitiesotren,dto ~-
24. Worker edacaticm md lmDing pmgmmo 

25. Welfin &cllftDH. and &cihtiH 

26. Residential colony &ci1ities - guideliDH 

27. Climate surveys. cullor1! studies 

28. PnMous HRD awlit ftpOrts 

29. Olber-~ uodei1aba bys- lrainees aod!llueatll 

30. Age profiles grade-wise md~-wise1ar ~.etiaemeutsde. 

31 . Altiilioo-. dl!patmmt ormJil.-wise mdmt ~ data 

32. AJiy other documents having implication for HRD ~ 

JJ. Orgaoizatioml slnlcture charts if necessary . 

The following competencies are needed for_ a person to become an HRD Auditor: 

A thorough understanding of (the knowledge and conceptual base required for) 
Human Resource Devdopment functions are: 

1) Knowledge of organizations and how they function including Knowledge of 
Organizational structures and the dynamics in organi.7.ations (personal, inter­
personal and team dynamics). 

2) Knowledge of the theories of adult learning and human dcvdopment pro­
cesses. 



3) Knowledge of HRD systems and processes and methods of evaluating the 
same. 

4) Organizational diagnosis and auditing skills (quality audit, PCMMM audit, 
ISO audit, Training audit etc). 

5) Experience in HRD (handling Performance appraisals, Training and other 
functions). 

6) Strat~c thinking and knowledge of HR strategies and . business develop­
ment. 

7) Specialization in any function with an understanding of how people give 
competitive advantage to organizations. 

8} Interview skills. 

9) Ability to empower and motivate people to give information and feel in­
volved in the audit process (a faith panicipativc approach and a positive 
approach to people). 

10) Positive to people and people processes and faith in HR 

11) Bench marking skills. 

12) Communication, probing, listening, sensitivity. 

13) Presentation Repon writing skills. 

I 4) Desire to learn and grow. 

HRD SCORE CARD 

Rao (1999) has inttoduced the concept of HRD score card. The score card is a series 
of four letter grades migncd by the auditors on the basis of the HRD Audit. At the 
end of the audit the auditors mign letter grades for the following <llincnsions: 

I) HRD Systems Maturity indicating the extent to which the firm has mature 
(appropriate, well designed and managed) systems in place, 

2) HRD Competencies Maturity indicating the extent to which the HRD 
Managers have the required competencies to handle the HR function pro­
fessionally, the extent to which line managers have the attirudes required to 
learn and grow, HRD styles of top management indicating the extent to 
which the top management styles are aligned to the HRD philosophy and 
make facilitate learning among all etc., 

3) HRD Climate indicating the extent to which the firm has the required HRD 
culrurc, and 

4) · ~usincss Linkages Maturity indicating the extent to which the above three 
(Systems, competencies and culrurc) arc aligned to the business goals or 
organizational objectives. 

The letter grades range from an "A+ n to an "Fn where A+ indicates an extremely high 
level of maturity and F indicates an extremely ]ow or total lack of marurity. The 
HRD Score card helps identify the areas the firm needs to focus at a glance. Consider 
the score card of the following hypothetical company. 

BRD Scan Cull of FumA 

s,.... Maturity HRD0■1,ldl'l11:ies HRDCobure B11smes1t l.iokagff'I 
Maturity Maturity 

B+ A C D 
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The above indicates that this firm has high competency Jevels of HR and Jine staff 
and reasonably good HRD systems and the HRD culture has not yet fully developed 
(or the HRD systems did not yet have their impact) and the business linkages of all 
the systems are weak. The organization therefore should pay attention to ensure 
business linkages of the HR systems. The ROI on HR is weak. 

HRD AUDIT AS AN OD INTERVENTION 

A great deal of work has been done in India regarding the use of HRD Audit as an 
OD intervention and is a unique feature of Indian organizations. The author's expe­
rience in ininating OD with the aid of HRD audit has shown the following results: 

1) The audit in several organizations resulted in establishing several organiza­
tional systems and processes such as potential and performance appraisal, 
career planning, training, mentoring. Performance appraisal and job rotation 
are the two most frequently affected changes. 

2) In a few companies it has resulted in the formulation of clear-cut policies 
including promotion policy, communication policy, reward and recognition 
policy, etc. 

3) In others it seemed to have drawn their attention to issues like developing 
trust, collaboration, teamwork, quality orientation etc. 

4) In a few others it has resulted in more role clarity and direction to the 
employees in terms of their work leading to higher level of role efficacy. 

In one of the organizations, as the audit started with the issues of future 
strategies the top management team could not identify the future pJans. 
They indicated that the plans come from the multinational Head Office and 
they have no freedom in influencing the same. The turnover from Indian 
operations was negligible and therefore the parent office paid litt!e attention 
to the corporation. As a result the top management could not communicate 
the future of the organisation clearly to the employees. This resulted in 
molc'Je and motivation issues though of not a significant magnitude. The 
corporation has good practices and the employees were proud. 

On the basis of the HRD Audit repon, which indicated the difficulties in 
ensuring employee commitment without an appreciation of the future plans 
of the company, the top management team made it a point to negotiate and 
plan the future strategy and plans for the company. 

In another company the HRD Audit indicated the need for developing locals 
as HRD Managers and the need for reorienting the HRD systems to local 
culture. 

The company recruited an HRD manager as a shon-term basis who designed a 
m~•nb~r of HR systems and also trained the local line managers in HRD. The 
systems designed were integrated into the TPM, ISO 9000 and such other interven­
ti'>ns 

T}1e ai:>uve consequences indicate that HRD Audit is cost effective and can give many 
insi~ii! into a company's performance improvements. While various methods like 
indh·ii:l:ial and grot1p interviews, workshop, questionnaires and observation can be 
ustd ::s tools the success of the audit as an intervention depends on the efficiency 
11f i:-rr!~m~ntat;on ir. the post-rndit phase. 



HRD AUDIT FAIWRES 

There are at least two cases of HRD Audit not resulting in anything. The HRD 
Manager was very enthusiastic in getting the HRD audited. The Audit report indi­
cated a very poor state of HRD in the company. The staff competencies were rated 
as poor, the practices questioned and improvements suggested. The Benchmarking 
data also indicated this company to be one of the poor performers in terms of HRD 
though in terms of the profits etc. the company was in the forefront and was facing 
competition. 

Though the audit staned with an interview with the CEO, no opportunity was 
provided to the Auditors to make a presentation to the CEO. As a result the audit 
report did not receive any attention and the auditors considered the effort a waste. 
In another company, the top management commissioned the Audit but got busy 
with reorganization of one of their critical marketing functions. In the process and 
due to inarket competition all the energies of the top management and their HR staff 
go-: diverted to the new organizational structure and they did not even have an 
opportunity to know the findings of the Audit. The auditors felt that some of the 
audit findings directly rdate to business improvements in terms of the very reorga­
nization they were planning. But the auditors were not in a position to draw the 
attention of the top management. The effort did not result in anything. 

These two events make it clear that the following processes in the HRD Audit have 
potential in initiating and managing change: 

· • Initial interviews with the Top management. 

• Bench marking data on HRD Audit questionnaire supplied ~ the company. 

• Presentation by the Auditors at the end of the audit. 

• The report itself and the way the report is handled. 

HUMAN RESOURCE INFORMATION SYSTEM 

The Human Resource Information System (HRIS) is a software or online solution 
for the data entry, data tracking, and data information needs of the Hu.man Re- ' 
sources, payroll, management, and accounting functions within a business. Norm.Uy 
packaged as a data base, hundreds of companies sell some form of HRIS and every 
HRIS has different capabilities. Pick your HRIS carefully base<! or. ;:he ~;abl!iric:s 
you need in your company. 

Typically, the better The Human Resource Information Systems (HRIS) provide 
overall: 

• Management of all employee information. 

• Reporting and analysis of employee information. 

• Company-rdated documents such as employee handbooks, emergency cvacu~ 
ation procedures, and safety guidelines. 

• Benefits administration including enrollment, status changes, and personal 
information updating. 

• Complete integration with payroll and other company financ;..l softw:ue ar.c: 
accounting systems. 
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. • Applicant tracking and resume management. 

The HRIS that most effectively serves companies tracks: 

• attendance and PT9 . use, 

• pay raises and history, 

• pay grades and positions held, 

• . performance development plans, 

• training received, 

• disciplinary action received, 

• personal employee information, and occasionally, 

• management and key employee succession plans, 

• high potential employee identification, and 

• applicant tracking, interviewing, and selection 

An effective HRIS provides information on just about anything . the company needs 
to track and analyze about employees, former employees, and applicants. Your com­
pany will need to select a Human Resources Information System and cwtomizc it 
to meet your needs. 

With an appropriate HRIS, Human Resources staff enables employees to do their 
own benefits updates and address changes, thus freeing HR staff for more stratqpc 
functions. Additionally, data necessary for employee ~cot, knowledge dcvd­
opment, career growth and development, and eq~ treatment is facilitated. Finally, 
managers can access the information they need to legally, ethically, and effcctivdy 
support the success of their reporting employ~. 

VALUATION OF HUMAN RESOURCES 

Until recently, the value of an enterprise as measured within traditional balance 
sheets was viewed as a sufficient reflection of the enterprise's assets. However, with 
the growing emerge of the knowledge economy; this traditionaJ valuation has been 
called into question due to the recognition that human capital is an increasingly 
important part of an enterprise's total value. This has led to two important qucs~ons: 

1) how to assess the value of human capital in addition to an enterprise's tangible 
assets and 
2) how to improve the development of hµman capital in enterprises. 

The emergence of methods for accounting human resources aimed at measuring, 
developing and managing the human capital in an enterprise, can thus be said to . 
reflect the need for improving, measuring and accounting practices as well as human 
resource management. The accounting of human resources can be seen as just as 
much a question of philosophy as that of technique. This is one of the reasons behind 
the wide variety of approacltes and the broad range of purposes for which human 
resources are valued. 

The four major methods of valuation of human resources are the Historical · cost 
method, multiplier method, replacement cost method and the economic value method. 



Historical cost method 

This method ~· ~imilar to the conventional Profit & Loss Ac:::ount and Balance Sheet, 
which are also stated {)il historical cost basis. Here the amount actually spent on an 
employee for recruitmen,, induction, training and dcvdopment is added and capi­
talized as the opening value of cost of that employee. The capitalized amount is then 
amortized akin to depreciation of fixed assets over a period of time. 

The expenditure incurred in acquiring and integrating new employees are amortized 
over the period that these employees are expected or estimated to stay in the orga­
nization. The expenditure incurred h, their training and devdopment would mostly 
be amortized over a shoner period of .:.ime. 

TI,c historical cost method presumes that thc::e is a distinct rdation between the cost 
incurred on an employee and his value to the organiz.'ltion at a point of time. 

Multiplier Method 

In this method, employees are ~tegorized into senior management, middle manage­
ment, and clerical employees. Multipliers arc determined for each of these categories. 
The largest multiplier would undoubtedly apply to the senior management whereas 
the smallest multiplier would apply to the lower levels in the hierarchy. 

The multiplier is then applied to the aggregate of the salaries ·and wages of each 
group to arrive at the asset vajue. The most important element is the .multiplier in 
this meth~d and they must be consistent with the toca! value of the business. 

This method does not assume there is a one to one relation between the cost 
I 

incurred on an employee and his value to the organiution. 

Replacement cost Method 

Even as the very name suggests, this method values the human resources based on 
the cost that it wpuld take to replace the organization's existing · human resources, 
This would therefore not take into ac.;ount the historical cost but the cost i.hat 
would be incurred on recruianent, inducting. training and dcvdopment of a new 
employee to replace the earlier employee. 

There would also be an additional factor involved, which is the opportunity cost of 
lost revenue during the training and induction period of the new employee. 

This method is inconsistent with the historical cost method. However, it would 
render more meaning and have some substance, if all the assets in the organiution 
were valued on a replacement cost basis instead of only the human resources. This 
docs not happen in contemporary accounting. 

Econc:>mic value Method 

This method presumes that a portion of the fututt. rC"Venuc~ of the organiz.arion arc 
directly attributable to the human resources of the organization. Thus the pre.sent 
,-a.lue of future earnings calculated by applying a suitable discounting · factor is taken 
to be the value of the human resources a.acts. 

The practicality of this method is suspect since the discount rate i:; highly subjective 

and the apportionment of future revenues to all the factors resulting in those rev­
enues is also subjective. 
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TOTAL QUALITY MANAGEMENT 

Total Quality Management (TQM) is a philosophy that says that uniform ·comntlt­
ment to quality in all areas of an organization promotes an organizational culture 
that meets consumers' perceptions of quality. 

The concept of TQM rests largdy on five principles: 

1. Produce quality work the first time. 

2. Foais on the customer. 

3. Have a strategic approach to improvement. 

4. Improve continuously. 

5. Encourage mutual respect and teamwork. 

To be effective in improving quality, TQM must be supported at all levels of a firm, 
from the highest executive to the lowest-level hourly employee. TQM extends the 
definition of quality to all functional areas of the organization, including production, 
marketing, finance, and information systems. The process begins by listening to 
customers' wants and needs and then delivering goods and services that fulfill these 
desires. TQM even expands the definition of customer to include any person inside 
or putside the company to whom an employee passes his or her work. In a restaurant, 
for example, the cooks' customers are the waiters and waitresses. This notion encour­
ages each member of the organization to stay focused on quality and remain fully 
aware of his or her contribution to it and rcsponsihility for it. 

The TQM philosophy focuses on teamwork, increasing customer satisfaction, and 
lowering costs. Organizations implement TQM by encouraging managers and em­
ployees to collaborate acr~ functions and departments, as well as with customers 
and suppliers, to identify areas for improvement, no matter how small. Teams of 
workers are trained and empowered to make decisions that hdp their organization 
achieve high standards of quality. Organizations shift responsibility for quality con­
trol from specialized departments to all employees. Thus, total quality management 
means a shift from a bureaucratic to a decentralized approach to control. 

An effective TQM program 1w numerous benefits. Financial benefits include lower 
costs, higher returns on sales and investment, and the ability to charge higher rather 
than competitive prices. Other benefits include improved access to global markets, 
higher customer retention levels, less time required to devdop new innovations, and 
a reputation as a quality firm. Only a small number of companies use TQM because 
implementing an !!ff"ective program involves much time, effort, money, and patience. 
However, firms with the necessary resources may gain major competitive advantages 
in their industries by implementing TQM. 

CASE STUDY 

An engineering organisation with over 100 employees contacted Vital HR to carry 
out a HR Audit. They did not have a specific HR person the role of HR fell as it 
often does to Finance or the Company Secretary and advice when needed was gained 
from a solicitor. · 

This organisation had robust contracts of employment in place and many HR poli­
cies and procedures. The audit gave the client an opportunity to discuss key areas 



of concern within the business and to establish if their current procedures were able 
to hdp overcome- them. Following the audit only a few additions to the policies wen 
recommended. The. outcome of this audit was that .the client f~t reassured that they 
were legally compliant, they had had the opportunity to discuss 'what if' siruations 
with an HR professional and hopefully if they have any major iss~cs will know who 
to turn to for advice. 

QI. What is the outcome of this case study? 

Q2. Why audit is necessary for the organization? 

SUMMARY: 

• HRD audit is a comprehensive evaluation of the current human resource 
ck.-vdopmcnt strategics, struaurc, systems, styles and skills in the contcXt of 
the 5hort and long-term business plans of a company. 

• HRD audit attempts to find out the future HRD needs of the company after 
assessing the current HRD activities and inputs available. 

• Human Resource Audit is an addition to the various tools and concepts used I 

for effective human resources management of any labour intensive industry, 
more particularly, hospitality industry. In the service industry, human re­
sources have a vital role to play as they form a part and parcel of the product 
or service that is being consumed. 

• Human Resource Audit is the critical analysis of the existing human resource 
within the organisation. 

• HRD audit is cost-effective and can give many insights into a company's 
affitlrs. The auditors come for one to two weeks, camp at the organization 
and give a report in a month's time. 

• Total Quality Management (TQM) is a philosophy that says that uniform 
commitment to quality in all areas of an organization promotes an orgmi­
zational culture chat meets consumers' perceptions of quality. 

ANSWERS TO 'CHECK YOUR PROGRESS' 

I. The Human· Resource Information System (HRIS) is a software or onlinc 
solution for the data entry, data tracking, and data information needs of the 
Human Resources, payroll, management, and accounting functions within a 

1 

business. 

2. Total Quality Management (TQM) is a philosophy that la}'I that uniform 
commitment to quality in all areas of an orgaoi:ration promotes an organi­
zational culture that meets conswnen' perceptiom of quality. 

~ 
3. This mcthotl is similar to the conventional Profit & LoM Account and Bal-

ance Sheet, which arc also stated on historical cost basis. Herc the amount 
actually spent on an employee for recruitment, induction, training and 
devdopmcnt is added and capitali7.cd as the opening value of cost of that 
employee. The capitali7.cd amount is then amorti7.cd akin to depreciation of 
fixed assets over a period of time. 

4. For a goal to be measurable you need a way to measure the progress and 
some specific criteria that will tell you when you can stop and the goal is 267 
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achieved. Feeling the progress is very important for you- to stay motivated 
and enjoy the process of achieving the goal. 

5. HRD audit starts with an understanding of the future business plans and 
corporate strategics. 

QUESTIONS: 

1 ) What do you mean by the term HRDA? 

2) Discuss the methodology of HRD Audit. 

3) Explain need and purpose of formal HRA. 

1) What are essential steps in proce-.:s of 1-!RA? 

5) Write a short note on Human resource information system. 

6) How human resources are valued? 

7) Explain the term Total quality management. 

FURIBER READING 

1 HRM: Garry Dessler 




