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Preface

Human resource is the most important resource. It is to be managed properly. The present business
environment is turbulent. It is undergoing drastic changes. There is uncertainty and risk everywhere. Over and
above due to liberalisation and globalisation, tough competition is being faced in every sector in India and
abroad. To understand the changing business environment and carry-out the business effectively and
efficiently are very difficult. The critical need of talented manpower has been felt. Further, the human resource
is again needed to be managed properly to get the best performance of them. Keeping in view, the critical
needs, the new chapters have been added to the first edition to tune it to the present requirement. Sincere
efforts have been made to create awareness among all concerned regarding emerging trends and practices in
HRM. The new edition of the book will include:

Part - 1: Human Resource Management

Part - 2: Human Resource Development

Part - 3: Compensation of Human Resource

Part - 4: Maintenance of Human Resource

Part - 5: Human Relations

Part - 6: Industrial Relations

Part - 7: Future and HRM.

This edition covers 42 chapters under 7 parts. The present edition has the following reliant features:

1. Integrated approach and comprehensive explanation.
2. All topics of the earlier editions have been reviewed and updated.
3. The sequence of the chapter is arranged in a proper logical order to provide proper link to the topics.
4. It includes the text and the case study both solved and unsolved types to improve theoretical and

practical knowledge of the readers.
5. Value addition to the students undergoing different courses.

Sincere efforts have been put to bring this second edition. On the demand of the students, academicians
and practitioners the topics have been revised; updated and new topics have been added. Now it is the humble
request to all readers to bring the discrepancies to our notice at the earliest. Suggestions and comments will be
highly appreciated by authors.

Dr. R.K. Balyan
Mrs. Suman Balyan



Acknowledgements

We are fortunate enough to have cherished wishes of different personalities in the preparation of this
book, which we wish to acknowledge as under. Firstly, we wish to extend our sincere feelings of gratitude to
the visionary Dr. Jayshreeben Thakore and our colleagues those who have worked with us at different
institutions, for their encouragement, motivation and contribution in the writing of this book. We are highly
thankful to them for their cooperation and support to us in the preparation of this book.

We cannot miss to thank old and present students of MBA, MLW, PGDPM, PGDBM, M.Com., C.A.,
C.S. and BBA courses who contributed constructively towards the development of concepts through
discussions, debates and presentation. We have profusely referred the published works of many experts and
drawn ideas from these of various authors like R.S. Davar, Dr. C.B. Memoria, Arun Monappa, K. Aswathappa,
P. Subba Rao, Gary Dessler, Agrawal D., Basu K., Edwin B. Flippo, T.V. Rao, and others. We gratefully
acknowledge their contributions in the process of preparation of this book. Special care has been taken to
acknowledge the contributions of their published work which have been referred by us time-to-time to refresh
our ideas for writing this book. If we have missed to acknowledge their work unknowingly, we sincerely
accept this mistake and apologize for this to them.

Though we have tried our utmost to give sources of information, we sincerely care for those who were
involved but might have inadvertent remained unknowledged due to oversight. Our special appreciation and
gratitude are expressed to Smt. Sarswati Balyan, Yatinder S. Balyan and Vikramendra S. Balyan, Sandeep S.
Balyan, who have missed many valuable hours for us, the authors. They have shown great patience over a
period of one year, while we were closely working on the preparation of this book. They have also provided us
a source of motivation, encouragement and morale support. We hope this acknowledgement will offset the
sacrifices they have made towards this edition of the book last but not the least, we are thankful to our
publishers for their keen cooperation and deep interest in the publication of this book of good quality and quite
in time.

Dr. R.K. Balyan
Mrs. Suman Balyan



Contents
Chap.
Sl. No.

Description Pages

Part - I: Human Resource Management
1 Human Resource Management 1-18

2 Environment and HRM 19-35
Part - II: Human Resource Development

3 Human Resource Planning 36-53

4 Job Analysis and Job Design 54-65
5 Recruitment, Selection and Placement 66-81
6 Training 82-94

7 Management Development 95-107

8 Human Resource Development 108-135
9 Performance Management 136-160

Part - III: Compensation of Human Resource
10 Performance Appraisal 161-175

11 Performance Appraisal Process and Methods 176-188

12 Job Evaluation 189-199

13 Wages and Salary Administration 200-215
14 Incentive Payment Systems 216-225

Part - IV: Maintenance of Human Resource
15 Benefits and Services for Employees 226-234
16 Promotion 235-241
17 Transfers and Separations 242-250
18 Labour Welfare and Social Security 251-276
19 Health and Safety 277-287

Part - V: Human Relations
20 Human Resource Accounting and Audit 288-295

21 Group and Group Dynamics 296-303
22 Motivation of Employees 304-319
23 Leadership 320-340
24 Communication 341-354

Part - VI: Industrial Relations

25 Discipline and Grievance Management 355-376
26 Industrial Relations 377-389
27 Industrial Disputes 390-401
28 Trade Unions 402-415



29 Workers’ Participation in Management 416-436
30 Collective Bargaining 437-450
31 Labour Legislations 451-493

32 Employees Counselling and Well-being 494-517
33 Employees or Labour Productivity 518-534

Part - VII: Future and HRM
34 Globalisation and Strategic HRM 535-563

35 Quality of Work Life and Stress Management 564-582

36 Knowledge Management and HRD 583-593

37 Gandhian Philosophy and Human Resource Management 594-601

38 Human Resource Development and Diversity 602-623

39 Organisational Changes and Development 624-657

40 Case Studies – 1 (Solved) 658-674
41 Case Studies – 2 (Unsolved) 675-706
42 Bibliography 707-714



Detailed Contents
Chapt.
Sl. No.

Description Pages

Part - I: Human Resource Management
1 Human Resource Management

Introduction, Management, Human Resource Management, Scope of HRM, Evolution of
Personnel Management, Need for HRM in India, Personnel Management – Definitions,
Functions of Personnel Management, Principles of Personnel Management, Objectives:
Personnel Management, HRM and Personnel Management, Qualities of a HR Manager,
Personnel Policy, Importance of Personnel Policy, Objectives of Personnel Policy, Contents of
a Personnel Policy, Principles of Personnel Policy, Conclusion, Questions for Review,
Objective Question.

1-18

2 Environment and HRM
Introduction to Business Organisation, Resources of Organisation, Organisational Performance
and Its Effectiveness, Business Environment, Globalisation of Business Environment,
Opportunities and Challenges of Globalisation, Rights of an Organisation, Impact of
Environment on HRM, Conclusion, Questions for Review, Objective Questions.

19-35

Part - II: Human Resource Development
3 Human Resource Planning

Introduction, Definitions of Human Resource planning, Objectives of HRP, Need for HRP,
HRP Process, Factors Affecting HRP, Forecasting Demand for HR, Forecasting HR Supply,
HRP at Different Levels, Human Resource Information System, Organisation for HR
Planning, Career Planning, Components of Career planning, Need for Career Planning,
Objectives of Career Planning, Advantages of Career Planning, Disadvantages/Limitations of
Career Planning, Conclusion, Questions for Review, Objective Questions

36-53

4 Job Analysis and Job Design
Introduction, Job Terminology, Definitions of Job Analysis, Job Analysis Process, Importance
of Job Analysis, Methods of Data Collection for Job Analysis, Job Description, Uses of Job
Description, Job Specification, Difference between Job Description and Job Specification, Job
Design, Essential Elements of Job Design, Job Redesign, Job Redesign Techniques, Questions
for Review

54-65

5 Recruitment, Selection and Placement
Recruitment, Definitions of Recruitment, Factors Affecting Recruitment, Sources of
Recruitment, Methods/Techniques of Recruitment, Recruitment Process, Recruitment Practice
in India, Selection, Selection Process, Selection Tests, Testing Principles, Interview, Types of
Interview, Essentials of a Good Interview, Limitations of Interview, Distinction between
Recruitment and Selection, Introduction to Placement, Differential Placement, Problems of
Placement, Placement Process, Principles of Placement, Induction, Objectives of an Induction,
Induction Programme, Induction Procedure, Problems of Induction, Questions for Review.

66-81

6 Training
Introduction, Meaning and Definitions of Training, Training and Development, Need or
Importance of Training, Objectives of Training, Training Need Assessment, Levels of
Training, Principles of Training, Training Methods, Types of Training, Training Process,
Designing Programme for Training, Conducting Training Programme, Evaluation of Training
Programme, Responsibility for Training, Conclusion, Questions for Review, Objective
Questions

82-94

7 Management Development
Introduction, Management, Development, Management Development, Definitions of
Management Development, Need for Management Development, Management Development
Process, Objectives of MD Programme, Methods of Management Development, Management
Education, Environment for Management Development, Conclusion, Questions for Review,
Objective Questions,

95-107



8 Human Resource Development
Introduction, Human Resource Development, Need for HR Development, Need for HRD in
Indian Context, Importance of HRD, The Evolution of HRD, Essential Conditions for HRD,
Trends in HRM/HRD Functions, Importance of HRM/HRD Manager, Challenges to
HRM/HRD Manager, Approaches to HRD, HRD Mechanism, Processes and Outcomes,
Human Resource Development Climate, Elements of HRD Climate, HRD Climate and
Organisational Climate, Factors Contributing to HRD Climate, HRD, OD and Industrial
Relations, Assumptions of IR and HRD/OD, Organisational Development, Industrial
Relations, Relations between HRD–OD–IR Need for Collaboration, Development Approach
to Industrial Relations, Impact of Liberalisation and Globalisation, Criticism of the New
Industrial Policy, Challenges Faced, HRD Strategies to Deal with Global Competition,
Conclusion, Questions for Review, Objective Questions

108-135

9 Performance Management
Introduction, Employee Performance, Advantages of Higher Employees’ Performance,
Performance Management, Functions of Performance Management, Concerns of Performance
Management, Benefits of Performance Management, Performance Management and
Performance Appraisal, Principles of Performance Management Plan, Performance
Management Process, Steps in Performance Management Process, Characteristics of
Performance Management Process, Roles of Supervisors, Employees and Reviewers,
Conclusion, Questions for Review, Objective Questions.

136-160

Part - III: Compensation of Human Resource
10 Performance Appraisal

Introduction, Importance and Uses of Performance Appraisal, Definitions of Performance
Appraisal, Approaches to Performance Appraisal, Objectives of Performance Appraisal,
Performance Appraisals as Career Development, Factors Distorting Appraisal, Essential
Conditions for Effective Appraisal, Characteristics of a Sound Appraisal Plan, Limitations of
Performance Appraisal, Other Issues Related to Performance Appraisal, Conclusion,
Questions for Review, Objective Questions

161-175

11 Performance Appraisal Process and Methods
Performance Appraisal Process, Methods of Performance Appraisal, 360 Degree Appraisal
Method, Assessment Centre Meaning, Potential Appraisal, Conclusion, Questions for Review,
Objective Questions.

176-188

12 Job Evaluation
Introduction, Definitions of Job Evaluation, Job Evaluation and Merit Rating, Advantages of
Job Evaluation, Principles of Job Evaluation, Factors Affecting Job Values, Objectives of Job
Evaluation, Job Evaluation Procedure, Job Evaluation Techniques, Conversion of Job
Evaluation into Salary, Conclusion, Questions for Review.

189-199

13 Wages and Salary Administration
Introduction, Meaning and Definitions of Wages, Different Concepts of Wages, Wages and
Salary, Compensation or Remuneration, Wages and Salary Administration, Theories of
Wages, Wage Differentials, Importance of Wage Differentials, Factors Affecting Wages,
Wage Fixation Bodies in India, Wage Policy and Its Objectives, Wage Policy in India,
National Commission on Labour on Wage Policy, Components of Remuneration, Levels of
Salary, Reasons for High Remuneration, Controversy, Conclusion, Questions for Review.

200-215

14 Incentive Payment Systems
Introduction, Advantages of Incentive Payment System, Principles for Designing Incentive
Scheme, Essential Characteristics of a Successful Incentive Scheme, Types of Incentive
Schemes. Conclusion, Questions for Review.

216-225

Part - IV: Maintenance of Human Resource
15 Benefits and Services for Employees

Introduction, Meaning and Definitions, Objectives of Benefits and Services, Need for Benefits
and Services, Factors Influencing Benefits, Types of Benefits, Cafeteria Benefits, Fringe
Benefits in India, Trends in Benefits and Services, Administration of Benefits and Services,
Questions for Review

226-234



16 Promotion
Introduction, Meaning and Definitions, Principles or Bases of Promotion, Purposes of
Promotion, Types of Promotion, Promotion Policy, Benefits of Promotion Policy, Promotion
Practices in India, Conclusion, Questions for Review.

235-241

17 Transfers and Separations
Introduction to Transfer, Objectives of Transfer, Types of Transfer, Transfer Policy,
Separations, Resignation, Meaning and Definitions of Lay off, Rules Relating to Lay off,
Compensation for Lay off, Meaning and Definitions of Retrenchment, Conditions Precedent to
Retrenchment, Procedure for Retrenchment, Discharge, Dismissal, Voluntary Retirement
Scheme, Conclusion, Questions for Review.

242-250

18 Labour Welfare and Social Security
Introduction, Principles of Labour Welfare, Definitions of Labour Welfare, Objectives of
Labour Welfare, Scope of Labour Welfare, Advantages of Labour Welfare, Administration of
Labour Welfare, Evolution of the Concept of Labour Welfare, Theories of Labour Welfare,
Statutory and Non-statutory Welfare Amenities, Labour Welfare Fund, Introduction to Social
Security, Meaning and Definitions of Social Security, Characteristics of Social Security,
Objectives of Social Security, Evolution of Social Security, Social Security Legislations in
India, Comparison of Social Security Coverage, Conclusion, Questions for Review.

251-276

19 Health and Safety
Introduction, Concept of Health, Historical Perspective on Industrial Health, Industrial
Hygiene, Occupational Diseases, Safety of Employees, Accidents, Types of Accidents, Causes
of Accidents, Need for Safety, Safety Responsibility, Accident Prevention, Legal Provisions
for Safety in India, Conclusion, Questions for Review.

277-287

Part - V: Human Relations
20 Human Resource Accounting and Audit

Meaning of Human Resource, Human Resource Accounting, Need for HR Accounting,
Objectives of HR Accounting, HR Accounting in India, Human Resource Audit: Introduction,
Meaning of HR Audit, Objectives of HR Audit, Need for HR Audit, Scope of HR Audit,
Advantages of HR Audit, Limitations of Human Resource Accounting, Conclusion, Questions
for Review.

288-295

21 Group and Group Dynamics
Introduction, Group — Meaning and Definitions, Types of Group, Factors Affecting Group
Behaviour, Influence of Group on Behaviour of Members, Group Dynamics, Group
Formation, Group Cohesiveness, Conclusion, Questions for Review.

296-303

22 Motivation of Employees
Introduction, Meaning of Motivation, Definitions of Motivation, Importance of Motivation,
Types of Motivation, Maslow's Theory of Need Hierarchy, McGregor's Theory `X' and Theory
`Y', Theory Z, Herzberg's Theory of Motivation, ERG Theory of Motivation, Methods for
Motivation, Problems in Motivation, Introduction, Definitions of Morale, Types of Morale,
Importance of Morale, Factors Affecting Morale, Methods for Morale Improvement,
Conclusion, Questions for Review.

304-319

23 Leadership
Introduction, Meaning and Nature of Leadership, Characteristics of Leadership, Leadership
Functions, Distinction between Leadership and Management, Importance of Leadership,
Qualities of a Good Leader, Theories of Leadership, Leadership Effectiveness, Measures for
Developing Leadership Ability of Managers. Conclusion, Questions for Review.

320-340

24 Communication
Introduction, Definitions of Communication, Communication Process, Importance of
Communication, Factors Responsible for Growing Importance of Communication, Types of
Communication, Barriers to Communication, Principles for Effective Communication,
Conclusion, Questions for Review.

341-354



Part - VI: Industrial Relation
25 Discipline and Grievance Management

Introduction, Meaning and Definitions of Discipline, Characteristics of Discipline, Objectives
of Discipline, Types of Discipline, Principles of Discipline, Indiscipline, Disciplinary Action,
Procedure for Disciplinary Action, Punishment, Intervention by a Tribunal, Code of Discipline
in India, Introduction to Employees Grievances, Definitions of Grievance, Characteristics of
Grievance, Types of Grievances, Causes of Grievances, Grievances Management/Handling
Process, Grievance Handling, Grievance Redressal/Handling Procedure, Element of a Sound
Grievance Handling Procedure, Essential Conditions for Effective Grievances Handling, Legal
Provision for Grievance Management in Indian Industry, Conclusion, Questions for Review.

355-376

26 Industrial Relations
Introduction, Definitions of Industrial Relations, Characteristics of Industrial Relations,
Factors Affecting Industrial Relations, Participants in Industrial Relations, Objectives of
Industrial Relations, Importance of Industrial Relations, Approaches to Industrial Relations,
Essential Requirements of Good Industrial Relations, Scope of Industrial Relations, Industrial
Relations and Strategic HRM, Industrial Relations and Human Relations, Industrial Relations
and Productivity, Aspects of Industrial Relations, Industrial Relations in India, Conclusion,
Questions for Review.

377-389

27 Industrial Disputes
Introduction, Definitions of Industrial Disputes, Effects of Industrial Disputes, Causes of
Industrial Disputes, Prevention and Settlement of Disputes, Types of Disputes, Strikes and
Lockouts, Lay off, Retrenchment, Conclusion, Questions for Review.

390-401

28 Trade Unions
Introduction, Meaning and Definitions of Trade Unions, Nature of Trade Union, Reasons for
Joining Trade Unions, Objectives of Trade Unions, Functions of Trade Unions, Development
of Trade Unionism in India, Problems of Trade Unions, Suggestions for Strengthening Trade
Unions, Feature Characteristics of a Successful Trade Union, National Commission on Labour
on Trade Unions, Conclusion, Questions for Review.

402-415

29 Workers’ Participation in Management
Introduction, Review of the Literature, Meaning of Participation, Definitions,
Objectives of WPM, Scope of Workers’ Participation in Management, Forms of Workers
Participation in Management, Levels of Participation, Importance of Workers' Participation in
Management, Workers’ Participation in Management in India, Reasons for Poor Performance
of WPM, Essential Conditions for Effective Participation, Future of Workers’ Participation in
Management, Conclusion, Questions for Discussion, Objective Questions.

416-436

30 Collective Bargaining
Introduction, Definitions of Collective Bargaining, Characteristics of Collective Bargaining,
Collective Bargaining Process, Pre-requisites of Successful Bargaining, Functions of
Collective Bargaining, Factors Obstructing Collective Bargaining, Importance of Collective
Bargaining, Principles of Collective Bargaining, Growth of Collective Bargaining, Collective
Bargaining in India, Assessment of Collective Bargaining in India, Suggestions for Better
Functioning, Conclusion, Questions for Review.

437-450

31 Labour Legislations
Introduction, Need for Labour Legislations, Objectives, Principles of Labour Legislation,
Labour Legislation in India, Factories Act, 1948, The Trade Unions Act, 1926, Industrial
Disputes Act, 1947, Employment Standing Order, 1946, The Payment of Bonus Act, 1965,
Conclusion, Questions for Review.

451-493

32 Employees Counselling and Well-being
Introduction, Meaning and Definitions of Counselling, Characteristics of Employees
Counselling, Objectives of Employee Counselling, Problems Discussed in Employee
Counselling, Employee Counselling Programme, Essential Conditions for Effective Employee
Counselling Programme, Counselling and Psychological Counselling, Employee Assistance
Programme, Advantages of EAPs, Substance Abuse in the Workplace, Mental Health
Problems, Approach towards Employee Problem Solution, Employee Health Promotion or
Well-being, Conclusion, Questions for Review, Objective Questions.

494-517



33 Employees or Labour Productivity
Meaning and Definitions of Productivity, Labour Productivity Measurement, Objectives of
Productivity Measurement, Productivity Measurement Issues, Factors Affecting
Performance/Productivity, Production and Productivity, Higher Productivity and Progress
Forms of Productivity, Uses of Productivity Measure, Productivity Improvement, Role of
Employees in Service Sector, Conclusion, Questions for Review.

518-534

Part - VII: Future and HRM
34 Globalisation and Strategic HRM

Introduction, Organisational Performance and Its Effectiveness, Business Environment and
Globalisation, Opportunities and Challenges Due to Globalisation, New Trends in the Markets,
Future Trends in HRM, Challenges to HRM, Strategic Human Resource Management,
Objectives of Strategic HRM, Approaches to Strategic HRM, Importance of Strategic HRM,
International Human Resource Management, Comparison of HRM and IHRM, Factors
Affecting HRM, Approaches to IHRM, HRM Functions in MNC, Problems of IHRM
Research, Conclusion, Questions for Review.

535-563

35 Quality of Work Life and Stress Management
Introduction, Meaning and Definitions of Quality of Working Life, History of QWL, Issues
Involved in QWL, Evaluation of Effects of QWL, Obstacles to QWL Programme,
Improvement of QWL, Quality of Work life and HRM, Total Quality Management, Principles
of TQM, Elements of TQM, Requirement of TQM, Objectives of TQM, Quality Control,
TQM and HRM, Introduction to Stress, Meaning and Definitions of Stress, Characteristics of
Stress, Causes of Stress, Classification of Stress, Stress at Work, Stress Management, Stress
Planning Process, Guidelines for Effective Stress Management, Conclusion, Questions for
Review.

564-582

36 Knowledge Management and HRD
Introduction, Knowledge, Knowledge Management, Factors Affected Knowledge
Management Development, Benefits of Knowledge Management, Challenges of Knowledge
Management, Human Resource Development, Need for Human Resource Development,
Human Resource Development Climate, HRD Climate and Organisational Climate,
Knowledge Management and HRD, Findings, Suggestions, Conclusion, Questions for Review,
Objective Questions.

583-593

37 Gandhian Philosophy and Human Resource Management
Introductions, Principles of Mahatma Gandhi, Conclusion, Questions for Review.

594-601

38 Human Resource Development and Diversity
Introduction to Culture Diversity, Role of Culture, Managing Diversity, Managers Role in
Diversity Management, Diversity Training, Cross-cultural Education and Training, Cross-
cultural Education and Training Process, Types of Cross-cultural Training, Cross-Cultural
Education and Training Effectiveness, Relation between Cross-cultural Programmes and
Business Results, Diversity Training and Cross-cultural Training, HRD Programme for
Diversified Workforce, Socialisation Through Orientation, Socialisation Process, Persons
Involved in Socialisation Process, Contents of Orientation Programme, Training on Sexual and
Other Harassments, Career Planning and Development Programme, Promotion of Diversity,
Conclusion, Questions for Review, Objective Questions.

602-623

39 Organisational Changes and Development
Introduction, Organisational Change, Nature of Change, Levels of Changes, Importance of
Change, Resistance to Change, Definitions of OD, Importance of Organisation Development,
Essential Conditions for Effective OD, Organisation Development Interventions, Designing
Intervention Strategy, Types of OD Interventions, Roles in Organisation Development,
Position of Organisation Development, Implications for OD Manager, Relationship between
HRD and OD, Conclusion, Questions for Review, Objective Questions.

624-657

40 Case Studies – 1 (Solved)
Case 1: Appointment of Employees
Case 2: Politics and Performance Appraisal
Case 3: Promotion
Case 4: Strike
Case 5: Indiscipline and Gross Misconduct

658-674



Case 6: Workload and Environment
Case 7: Industrial Relation
Case 8: Unfair Practices
Case 9: Job Security

41 Case Studies – 2 (Unsolved)
Case 1: Job Specification
Case 2: Selection of Employees
Case 3: Recruitment of Employees
Case 4: Placement and Induction
Case 5: Training
Case 6: Management Development
Case 7: Performance Appraisal
Case 8: Improper Appraisal
Case 9: Job Evolution
Case 10: Grievance Handling
Case 11: Demand for Higher Salary
Case 12: Workers Incentives
Case 13: Promotion of Employees
Case 14: Promotion Policy
Case 15: Promotions
Case 16: ABC Engineering Company
Case 17: Transfer of an Employee
Case 18: Developing Relationship
Case 19: Safety of Workers
Case 20: Improper Record-keeping
Case 21: Group Dynamics
Case 22: Universal Electrical Ltd.
Case 23: Motivation Incentives
Case 24: Demonisation
Case 25: Ganesh Steel Pvt. Ltd.
Case 26: Communication Barriers
Case 27: Disciplinary Proceeding
Case 28: Grievances
Case 29: Strike
Case 30: Go Slow Tactics
Case 31: Personal Problem
Case 32: Transfer of Manager
Case 33: Air India Strike 2009
Case 34: Doctors’ Strike in Rajasthan
Case 35: Tata Motors Strike 2005
Case 36: Strike in Safdarjung Hospital
Case 37: Resident Doctors on Strike

675-706

42 Bibliography
Human Resource Management
Organisation Changes, Development and Organisation Effectiveness
Strategic Management and Workforce Diversity
Globalisation

707-714



Objectives
Main objective of this chapter is to study in-depth and develop knowledge and awareness of all

concerned readers regarding the following topics:

1.1 Introduction
1.2 Management
1.3 Human Resource Management
1.4 Scope of HRM
1.5 Evolution of Personnel Management/HRM
1.6 Need for HRM in India
1.7 Personnel Management: Definitions
1.8 Functions of Personnel Management
1.9 Principles of Personnel Management

1.10 Objectives: Personnel Management
1.11 HRM and Personnel Management
1.12 Qualities of a HR Manager
1.13 Personnel Policy
1.14 Importance of Personnel Policy
1.15 Objectives of Personnel Policy
1.16 Contents of a Personnel Policy
1.17 Principles of Personnel Policy
1.18 Conclusion
1.19 Questions for Review
1.20 Objective Questions

1.1 INTRODUCTION

The principal component of an organisation is its human resources or ‘People at work’. Human resources
have been defined from the national point of view as, “the knowledge, skills, creative abilities, talents and
aptitudes obtained in the population: whereas from the view point of the individual enterprise, they represent
the total of the inherent abilities, acquired knowledge and skills as exemplified in the talents and aptitudes of

Human Resource Management

CHAPTER 1



2 Modern Human Resource Management

its employees”. Jucius calls these resources ‘human factors’ which refer to “a whole consisting of inter-related,
inter-dependent and interacting physiological, psychological, sociological and ethical components”.

It is this human resource which is of paramount importance in the success of any organisation because
most of the problems in organisational settings are human and social rather than physical, technical or
economic. Failure to recognise this fact causes immense loss to the nation, enterprise and to the individual. In
the words of Olivary Sheldon, “No industry can be rendered efficient so long as the basic fact remains
unrecognised that it is principally human. It is not a mass of machines and technical processes but a body of
men. It is not a complex of matter, but a complex of humanity. It fulfils its function not by virtue of some
impersonal force, but by human energy.” People at work comprise a large number of individual of different
sex, age, socio-religious group and different educational or literacy standards. These individuals in the work-
place exhibit not only similar behaviour patterns and characteristics to a certain degree but they also show
much dissimilarity. The management must, therefore, be aware not only of the organisational but also of the
employee and self-needs. None of these can be ignored.

Management of men is a challenging job. “The management of men” is a very important and challenging
job; important because it is a job not of managing ‘men’, but of administering a social. The management of
men is challenging task because of the dynamic nature of the people. No two persons are similar in mental
abilities, traditions, sentiments and behaviour. They differ widely also as groups and are subject to many and
varied influences. People are responsive. They feel, think and act; therefore they cannot be operated like a
machine or shifted and altered like a template in a room layout. They therefore need a tactful handling by
management personnel. If manpower is properly utilised, it may prove a dynamic motive force for running an
enterprise at its optimum results and also work for maximum individual and group satisfaction in relation to
the work performed.

1.2 MANAGEMENT

To understand what human resource management is, we should first review what managers do. Most
experts agree that there are five basic functions all managers perform: Planning, organising, staffing, leading
and controlling. In total, these functions represent the management process.

Management is the process of efficiently getting activities completed with and through other people. The
management process includes the planning, organising, leading and controlling activities that take place to
accomplish objectives. While an agreement on the exact definition of management has not been reached, any
definition of management must include three common factors: goals, limited resources and people. With
reference to our definition, goals are “activities completed”, limited resources are implied in “through other
people”.

First, goals are necessary because activities must be directed towards some end. There is considerable
truth in the observation that “if you don’t know where you are going any road will take you there”. The
established goals may not be explicit, but where there are no goals. There may be need for new managers or
no need for managers at all. Second, there are limited resources. Economic resources by definition are scarce;
therefore the manager is responsible for their allocation. This requires not only that are established but they
should be efficient in relating output to input. They must seek a given output with a lower input or for a
greater output form a given input being used now. Managers then are concerned with the best allocation of
scarce resources, which makes them efficient.

The need for two or more people is the third and last requisite for management. It is with and through
people that managers perform their work. The legendary Robinson Crusoe could not become a manager until
the man Friday’s arrival. In summary, managers are those who work with and through other people, allocating
scarce resources to achieve goals. If any one of these criteria is missing, there is less of need for management.
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Now let us move from the broad topic of management to the more specific topic of human resource
management.
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1.3 HUMAN RESOURCE MANAGEMENT

Human resource management is concerned with the “people” dimension in management. Since every
organisation is made up of people acquiring their services, developing their skills, motivating them to high
levels of performance and ensuring that they continue to maintain their commitment to the organisation are
essential to achieving organisational objectives. This is true regardless of the type of organisation, business,
education, health, recreation or social action. Getting and keeping good people is critical to the success of
every organisation, whether profit or non-profit, public or private.

Those organisations that are able to acquire, develop, stimulate and keep outstanding workers will be
both effective and efficient.

Survival of an organisation requires competent managers and workers coordinating their efforts towards
an ultimate goal. While successful coordination cannot guarantee success. organisations that are unsuccessful
in getting such coordination’s from managers and workers will ultimately fail. To look at HRM more
specifically, it is a process consisting of four functions — acquisition, development, motivation and
maintenance-of human resources. In less academic terms we might describe these four functions as getting
people, preparing them, activating them and keeping them.

Different terms are used to denote human resource management. They are labour management, labour
administration, labour management relations, employee-employer relations, industrial relations, personnel
administration, personnel management, human capital management, human asset management, human
resource management and the like. In simple sense, human resource management means employing people,
developing their resources, utilising, maintaining and compensating their services in tune with the job and
organisational requirements. “Management is the planning, organising, directing and controlling of the
procurement, development, compensation, integration, maintenance and separation of human resources to the
end that individual, organisational and social objectives are accomplished.” (Edwin B. Flippo)

1.4 SCOPE OF HRM

In recent years there has been relative agreement among HRM specialists as to what constitutes the field
of HRM. The model that provided the focus was developed by the American Society for Training and
Development (ASTD). In this study, ASTD identified nine human resource areas:

(a) Training and Development
(b) organisation and Development
(c) organisation/Job Design
(d) Human Resource Planning
(e) Selection and Staffing
(f) Personnel Research and Information Systems
(g) Compensation/Benefits
(h) Employee Labour Relations
(i) Union Labour Relations

These nine areas have been termed spokes of the wheel in that each area has an impact on the human
resource outputs quality of work life, productivity and readiness for change. The outputs of this model quality
of work life, productivity and readiness for change warrant further exploration.
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1.5 EVOLUTION OF PERSONNEL MANAGEMENT/HRM

It is very difficult to trace out the exact time of the evolution of personnel management. Even though the
stages of the development of personnel management can be easily determined, its development was marked
towards the end of 19th century. Prior to this it was somewhat a slow process. Ordinarily, the growth and
history of personnel management is divided into these five periods:

(a) Early Philosophy (before 1900)
(b) Efficiency and Productivity Movement (1900-1920)
(c) Period of Welfare-ism and Industrial Psychology (1920-30)
(d) Period of Human Relations in Industry (from 1930-50)
(e) Modern Period (1950-2000)

Now we shall study them one by one:

(a) Early Philosophy of Personnel Management: The history of modern personnel management begins
with the name of Robert Owen. He is called the founder of personnel management. In the year 1813, he wrote
a book, ‘A new view of society’, wherein he has propounded the need of better industrial relation and
improvements in the service conditions. His attitude towards workers was very cordial, liberal and
paternalistic. He got good houses constructed for his workers by the side of his factory, eliminated child
labour and provided healthy conditions. Mr. J.S. Mill, Andrew & Charles Babbage were also contemporaries
of Robert Owen. They all maintained Personnel Management as a science and supported the idea of wage
incentives, profit sharing and labour welfare, etc.

(b) Efficiency and Productivity Movement: During the last year of 19th century came the age of
efficiency and productivity movement. The two decades of (1900-20) were the year of scientific management
movement. During this period, Taylor’s scientific management thought was greatly accepted. The main
contribution of these two decades have been the increase in the size of units, introduction of scientific thinking
into actions, job analysis, standard costing, scientific selection and training of workers and the idea of mental
revolution. Taylor opposed the idea of trade unionism and worker’s organisations.

(c) Period of Welfares and Industrial Psychology: After productivity movement then came the period
of welfares and industrial philology. Up to 1925, the personnel management had taken a definite form and
staff line origination became the basis of personnel management. The opposition of scientific management
movement by workers introduced the need of industrial psychology. The concept of industrial psychology
developed many new techniques like psychological testing, interviewing, workers training and non-financial
incentives. Industrial psychologists helped to give a professional form to personnel management. The
personnel management began to be realised as a profession and a specialists function.

(d) Period of Human Relations: Since 1930 began the period of human relation in industry. Through
Hawthorn experiment Prof. Elton Mayo and his companions made the beginning of human relation in
industries. Hawthorn experiments proved that human resources have greater influence on production than that
of other physical resources. A worker must be treated as a human being. Social, psychological and moral
instincts should be fully recognised by management. Due to these experiments the commodity concept of
labour changed to social concept. The decade of 1940-50 is very important from the development of personnel
management point of view. During this decade many new techniques were developed for the selection,
training and induction of workers. The personnel philosophy became people-oriented. Trade unions flourished
and provision of fringe benefits for workers became common.

(e) Modern Times: The history of personnel management since 1950 up to 1980 is the age of modern
development. It may be called as the period of the citizenship concept of labour, where the workers have full
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right to be consulted in determining the rules and regulations under which they work. The concept of
industrial democracy has imposed many new responsibilities upon the personnel managers of industrial houses.

In modern times the personnel management is a behavioural science and personnel management is an
open social system. After1960 the personnel management began to be realised as a behavioural science which
completely centred on human elements. The study of organisational behaviour became its main crux. After
1970s the belief of ‘open social and industrial system’ became very popular for business organisations. During
modern times personnel management is fully recognised as a profession dealing with the management of
human resources. Some authors call it as ‘manpower management’ also. These all developments are making
the scope of personnel management wider and wider.

The concept of HRM emerged from the writings of American academics associated with Human
Resource Management School. These academics visualised HRM as a strategic and coherent management-
oriented approach to managing people and accomplishing their commitment to promote organisations interests.
The HRM stage appeared when personnel specialists attempted to cope up with the enterprise culture and
market economy. HR and business strategy were integrated to evolve strategic HRM approaches. Performance
related pay emerged as a motivational device.

Finally in the current stage there is focus on teamwork. Empowerment and learning organisations,
specifically the role of HR in the total quality has become imperative. There is increasing stress on process
such as culture management. Personnel directors are engaged in efforts such as downsizing and management
of aftermath of a business process reinserting study. Their approach is strategic and aimed at evolving
cohesive personnel policies.

1.6 NEED FOR HRM IN INDIA

During 1990s, there was emergence of a new human resource management, especially as a result of the
globalisation and liberalisation of the economy. The economy and the policy of India was fast changing in the
wake of the liberalisation policies mooted by Rajiv Gandhi Government and formalised by the Narasimha Rao
Government. Consequently the form and the concept of capitalist relations between the various factors of
production are undergoing a change. What has emerged is a new era in human resource management. As a
result of the liberalisation, industrial relations and Human Resource Management (HRM) have acquired
strategic importance. The success of new policies depends to a large extent on the introduction of new
industrial relation and human resource policies at the national and enterprise levels. Some pressure for change
has already been witnessed in the IR and HRM areas. The actors of the system now realise that neither the
economy nor the industrial enterprise can survive by clinging to their rigid postures.

Indian industrial scenario is passing through a turbulent phase at present. The liberalisation of economy
is beginning to make wide ranging and far-reaching impact on how we manage our resources, technology and
people. As we enter into the age of stiff competition from global giants, quality of product and customer
satisfaction become prime factor in organisational success. To get the best performance from the people, one
needs to recruit well, place appropriately, train and develop consistently, compensate adequately and create
and maintain an organisational culture which motivates innovation and enterprise. Truly speaking in the
coming years the human resource specialist will be at a premium.

1.7 PERSONNEL MANAGEMENT: DEFINITIONS

Inspire of modern technology and all the system of controls coming into widespread use, man still
remains the most important factor in production process. Machines, materials, money and market — all these
are useless, unless these are used by competent employees and managed by efficient management. Employees
of any concern are so important asset of the concern that their value is increased by the passage of time, while
the value of other types of the assets depreciates. Hence a distinct and specialised area of management —



Human Resource Management 7

financial management, marketing management, personnel management is also an important functional area of
management.

Definition of Personnel Management
Personnel management is that field of management which deals with planning, organising and

controlling various operative activities of procuring, developing, maintaining and utilising labour force in
order that the objectives and interests for which a company is established are attained as effectively and
economically as possible and the objectives and interests of labour itself are served to the highest degree. It
has been defined by various experts as follows:

(a) “Personnel management is that part of management function which is primarily concerned with
human relationship in an organisation. Its objective is the maintenance of those relationships which
enable all those engaged in the undertaking to make their maximum contribution to the effective
working of the undertaking.” (Indian Institute of Personnel Management)

(b) “Personnel administration is the art of acquiring, developing and maintaining a competent work-
force in such a manner as to accomplish with maximum efficiency and economy the functions and
objectives of the organisation.” (Society for Personnel Administration of America)

(c) “The personnel function is concerned with the procurement, development, compensation, integration
and maintenance of the personnel of an organisation for the purpose of contributing towards the
accomplishment of the major goals or objectives of that organising, directing and controlling of
performance of those operative functions.” (E.B.Flippo)

(d) “Personnel management is that phase of management which deals with the effective control and use
of manpower as distinguished from other sources of power.” (Dale Yoder)

(e) “Personnel management is that part of management’s process which is primarily concerned with the
human constituents of an organisation.” (E.F.L. Breach)

(f) “Personnel management is that aspect of management which has its goal an effective utilisation of
the labour resources of an organisation”

1.7.1 Characteristics
From the analysis of these definitions, it is clear that personnel management is a functional area of

management. It involves the following characteristics:

(a) It is management of human resources of the enterprise.
(b) It is concerned with the effective utilisation of human resources.
(c) The principal and functions of general management are applicable to this area of management also.
(d) It is concerned with the achievement of common goals as well as integration of individual efforts

with the common goals.
(e) It is a staff activity requiring special knowledge and skills in human psychology, law and industrial

relations, etc.

In short, we can say that personnel management is concerned with the human relationship within an
organisation. Its objective is the maintenance of relationship his which by consideration of the well-being of
the individual, enables those engaged in the undertaking to make their best personal contribution to the
effective working of that enterprise.
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1.8 FUNCTIONS OF PERSONNEL MANAGEMENT

The functions of personnel management are very wide. An agreement over them is rare. Broadly, the
personnel functions can be divided into two parts — Managerial functions and Operative functions. A list of
managerial and operative function is appended below:

Functions of PM

(1) Planning (1) Procurement of personnel
(2) Organising (2) Development of personnel
(3) Directing (3) Compensation to personnel
(4) Controlling (4) Employee’s benefit schemes

(5) Maintaining good industrial relations
(6) Record keeping
(7) Personnel planning and evaluation
(8) Personnel research and audit
(9) Discipline and grievance handling

Fig. 1.1: Functions of Personnel Management

1.8.1 Managerial Function
These functions are explained below in detail:

(a) Planning: Planning is the main function of management. In the context of personnel management, it
is concerned with manpower planning, studying labour turnover rate, forecasting the future requirement of
personnel and planning for selection and training procedures, etc.

(b) Organising: organising involves the establishment of inter-relationships within organisation. It
provides a structure for the company by identifying the various sub-groups created by individuals in
managerial jobs as well as operative jobs.

(c) Directing: Personnel management is directly concerned with direction function also. It includes
issuing instructions to the workers, developing communication network, interpreting various industrial laws
and integrating workers.

(d) Controlling: Personnel department helps in controlling also. It provides basic data for establishing
standards, making job analysis and performance appraisal, etc. These all techniques assist in effective control
of the quality, time and efforts of workers.

1.8.2 Operative Functions
These are services or routine functions of personnel management. They are as under:

(a) Procurement of Personnel: The first operative function of personnel management is concerned with
the obtaining of the proper kind and number of personnel necessary to accomplish organisational goals. It
deals specifically with such subjects as the determination of manpower requirements, their recruitment,
selection, placement and orientation, etc.

(b) Development of Personnel: After personnel have been obtained, they must, to some degree, be
developed before going to work. Development has to do with the increase of skill through training. Different
training methods are used in this process in order to develop the employees. Framing a sound promotion
policy determination of the basis of promotion and making performance appraisal are the basis of personnel
development functions.
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(c) Compensation to Personnel: Compensation means, determination of adequate and equitable
remuneration of personnel for their contribution to organisational objectives. It is one of the most
difficult and important functions of the personnel management to determine the monetary compensation
for various jobs. For choosing a suitable compensation policy a number of decisions are taken into the
function, i.e., job evaluation, remuneration policy, incentive and premium plans, bonus policy and
co-partnership, etc. In addition to this, it also assists the organisation for adopting the suitable wage and
salary policy and payment of wages and salaries at right time.

(d) Maintaining Good Industrial Relations: It is one of the most essential functions of the personnel
manager to create the harmonious relations between management and labour. It covers a wide field and is
intended to reduce strikes, promote industrial peace, provide fair deal to workers and establish industrial
democracy. If the personnel manager is unable to make harmonious relation between the two, it will be very
harmful to the organisation. The industrial unrest will take place and millions of man-days will be lost. The
moral and physical condition of the employee will suffer if labour management relations are not good. It is the
duty of personnel manager to make harmonious relation with the help of efficient communication system and
co-partnership.

(e) Record-keeping: Record-keeping is also an important function of personnel manager. In this system,
personnel manager collects and maintains information, which is concerned with the staff of the organisation.
Recording is essential for every organisation because it assist the management in decision making, e.g., for
promotions.

(f) Personnel Planning and Evaluation: Under this system different types of activities are evaluated
such as evaluation of performance, personnel policy of an organisation and its practices, personnel audit,
moral survey and performance appraisal, etc.

(g) Personnel Research and Audit: It is also an important function of personnel management. This
function is concerned with the research in newer motivational techniques and auditing its effect on the
workers of the organisation, etc. Research is helpful in getting the information relating to employees to deal
with the issues arising time-to-time. It contributes in taking decision timely. Further the audit is to be carried
out to see whether the work is done as per personnel policies or not. If there is any irregularity then it can be
corrected.

(h) Discipline and Grievance Handling: It is the function of personnel management to maintain the
discipline in the organisation. Discipline is very necessary for smooth working otherwise there would be
irregularity in all activities. At workplace there are chances of taking place of differences in thinking, ideas,
methods of working, etc. These may lead to grievances if not listened timely. It is the function of personnel
management to deal with it in time and properly to avoid problems.

1.9 PRINCIPLES OF PERSONNEL MANAGEMENT

Principles are those fundamental rules which guide the management in formulation of policies. Principles
of personnel management are also the rules which help the personnel managers to conduct and direct the
personnel policies in a proper way. Sound principles help them in developing good human relations. C.H.
North Cott has given four principles of personnel management. According to George D. Hells, they are seven
in number, while Labour Management Institute of England has put-forth nine principles, but we are not going
into controversy of numbers and we shall discuss main principles here in brief:

(a) Principle of Scientific Selection: For the proper coordination between work and workers it is
necessary to have a right person for the job so that the question of inability of the person will not arise and
workers will be able to get and do work according to the interest. The candidates are to be selected as per their
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merit. Qualification, experience, and achievements of candidates in past are to be considered. The partial
selection is to be avoided.

(b) Principle of Effective Communication: There must be effective medium of communication
between the management and the workers. Communication means that, orders of higher authorities are
conveyed in a proper way. If this arrangement is not effective then there arises complex problems like mistrust,
hatred and ill-will and this in turn affects the production of the organisation.

(c) Principle of Maximum Individual Development: This principle stresses on the personnel
development of every person working in an organisation. By this principle, workers are able to fulfil the
objectives of an organisation with the minimum cost, hence giving them occasion to develop, themselves to
the maximum extent of their capabilities. Their ability, productivity and efficiency could be used for the
concerned objectives.

(d) Principle of High Morale: It is essential to have a high morale for the workers organisation and
work. With this purpose, ideal wage policy should be offered in the organisation. The high morale would be in
position to create positive attitude and sense of motivation. There two things are very important for achieving
the objective in time and more effectively.

(e) Principle of Team Spirit: Team spirit must be developed in the workers. They should work
collectively and they should feel collective responsibility for the execution of the objectives of the
organisation, with this intention, they must have the sense of the cooperation, unity and mutual trust. It is only
team spirit that keeps the members united to shoulder the challenging tasks and fulfil them in time properly.

(f) Principle of Dignity of Labour: Personnel management should work specially on this principle so
that the labourers feel proud of their work. Sentiments like ‘work is workship’ should be developed in them
and for this they should be appraised with their work. With this purpose, the principles of the division of work
and specialisation will prove helpful.

(g) Principle of Joint Management: This principle emphasises the idea of labour partnership in the
business. In the age of industrial democracy, it is better to give to the labour his share in management. This
creates responsibility in labour with increasing mutual faith and friendship. This will help to foster labour
relations. The morale of people at lower level would be high and they would be satisfied. This situation can
motivate them to give their best output at work.

(h) Principle of Contribution to National Prosperity: Personnel management should develop the sense
of patriotism in labour by which organisation will be successful in achieving its objectives and success of
individual organisation is ultimately the success of the nation as a whole. When everyone perform his task at
full capacity then only the best result is possible. Collectively it would lead to prosperity of the national as a
whole.

(i) Principle of Fair Reward: Labour should be given proper compensation for the work. This develops
industrial peace. History itself shows that all strikes, lockouts and breakages in the Indian factories are
because of the dissatisfaction of the workers arising mainly due to improper way of rewarding the workers for
their work. The impartial approach should be there in selecting the candidates for reward. It should be on
performance achieved basis.

(j) Principle of Effective Utilisation of Human Resources: The development of personnel management
is for the effective use of the human resources. It is needful that man should be thought as man. He should be
asked to do the work that he can do and for his development proper training be provided. A sentiment of
arbitrariness should be developed among then.
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1.10 OBJECTIVES: PERSONNEL MANAGEMENT

The major objective of personnel management is the effective utilisation of manpower working in the
organisation so that the organisation may continue to survive and achieve its goals. A business organisation is
started with a long term point of view. Its main objective is survival and growth. The various employees of the
organisation put their best efforts in order to achieve these objectives. But with the passage of time the
organisation is deprived of the services of employees because of the various reasons such as death, retirement,
dismissal, disablement, turnover, etc. So they are to be achieved by new hands. Due to the growth of the
organisation more manpower is required. Their experience and quality characteristics also vary. The personnel
management department objectives can be laid down as follows:

(a) To attract and secure appropriate hands, capable of performing effectively the organisations specific
task.

(b) To utilize the manpower effectively.
(c) To generate maximum individual development of the people working within the organisation.
(d) To establish and maintain an adequate organisational structure and a desirable working relationship.
(e) To secure the integration of the individuals and groups within an organisation.
(f) To recognize and satisfy individual needs and group goals by offering an adequate and equitable

remuneration, economic and social security.
(g) To maintain a high morale and better human relations inside an organisation.

1.11 HRM AND PERSONNEL MANAGEMENT

The term ‘human resources’ at the macro level spells out the total sum of all the components possessed
by all the people, where as the term ‘personnel’ even at the macro level is limited to all the employees of an
organisation. Human resources even at the organisational level include all the component resources of all
employees like managing director, board of directors, persons who work on honorary basis, experts drawn
from various organisations and those people influencing the human resources of the entire former group. In
short, it includes the resources of all the people who contribute their services in the attainment of
organisational goals and others who contribute their services in the attainment of organisational goals.

Thus the term human resources is much wider compared to the term personnel either at the components
level or in coverage or even at the macro level. As such human resources management at organisational level
does mean management of the dynamic components or all the people at all level in the organisational
hierarchy round the clock and throughout the year.

Table 1.1: Personnel Management and HRM

Personnel Management HRM
(1) Employees are treated as cost and therefore

management controls the cost of labour.

(2) Employees are used mostly for organisational
benefits.

(1) Employees are treated as a profit centre and
therefore invests capital for human resource
development and future utility.

(2) Employees are used for the multiple mutual benefit
of the organisation, employees and their family
members.

The clear analysis of both the terms is presented in the following lines:

(a) The personal approach tends to be tactical in its approach to activities. The focus of the human
resource management approach is more strategic.
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(b) The personnel approach tends to be short-term and responsive to other demands; the HRM
approach is to think of the long-term and institute policies on major new initiatives.

(c) Personnel management tends to rely on traditional forms of communication; HRM tends to use a
variety of communication channels.

(d) Personnel management tends to use traditional pay systems; human resources management tends to
encourage change and increased flexibility in ways of working.

(e) Personnel management tends to use traditional pay systems; human resource management
emphases the need to manage performance and motivate people by the use of various payment
systems.

(f) PM’s focus is, therefore on getting the same conditions for groups; HRM focus is on individual
contract, payment and reward system.

(g) Personnel managers may sometimes need to help individuals with their problems; human resource
managers feel individuals should be prepared to take responsibility for their own decisions and
actions.

(h) Personnel managers want a system that is fair for all and are keen to have rules and procedures to
encourage this; human resource managers tend to say that people have a right of proper treatment at
work and efficient management will achieve this.

(i) Personnel management is a special activity because of the difficulties of working with people;
human resource management says that managing people is much the same as managing any other
resource.

1.12 QUALITIES OF A HR MANAGER

Personnel manager is treated as a member of the top management team of the organisation. It is evident
that the personnel manager is first of all an executive requiring essentially the same executive qualities as
other executives. Like other executives, the personnel manager or director needs technical competence in the
areas of his division’s specialties. He need not be a specialist in all the areas of the personnel division yet he
should have a high degree of skill and competence in at least one of the areas. The chief officer of the
personnel department should have keen sense of social justice and be fully appreciative of the right and
interest of the men and women as well as of the economic necessities of management. His philosophy of
social justice should include two fundamental concepts:

(a) Industry is a partnership between management, men and owners whose objective is profits through
service. The all parties involved in this partnership should contribute their best to the objective
willingly so that the objectives can be achieved very effectively and efficiently.

(b) Industry can profit greatly by developing and coordination the capacities, the interest and the
opportunities of each worker and of each member of the management. He should take interest in
people. He must possess a wealth of common sense which will protect him from sentimentality on
one side and from coldness on the other. He must be a man qualified to advise management on
matters of personnel and capable of taking without fear or favour with any executive in the
organisation. He should possess legal, social, human and managerial qualities of head and heart as
well. HRM manager should possess the following qualities in brief:
(i) Physical strength

(ii) Intelligence
(iii) Resourcefulness
(iv) Educational qualifications
(v) Maturity in judgement
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(vi) Communication skills
(vii) Experience and training

(viii) Specialisation in HRM
(ix) Leadership
(x) Initiative and decision making

(xi) Ability to inspire and motivate employees

1.13 PERSONNEL POLICY

To perform their functions and responsibilities efficiently and successfully, personnel policies must be
prepared by all personnel executives beforehand. Well considered and balanced personnel policies are the base
of sound manpower management. They bring uniformity in personnel decisions, proper control and
coordination among workers. These are essential for perfect running of the organisation. The objective and
positive personnel management is possible only when management prepares personnel policies.

Meaning of Personnel Policy: The term ‘personnel policy’ is an amalgam of two words: ‘Personnel’
and ‘Policy’ which denotes ‘men made rules, procedures’, etc. Thus, personnel policies constitute guide to
action. They furnish the general standards or basis on which decisions are made. Here are definitions of
personnel policies:

(a) “A policy is a man made rule or pre-determined course of action that is established to guide the
performance of work towards the organisational objectives”. (Edwin B. Flippo)

(b) “Personnel policies constitute guide to action. They give the general standard or basis which could
give the decisions. Their genesis lies in values, philosophy, concepts and principles of an
organisation”. (R.P. Kalhoon)

Thus, it is clear from the above definitions that personnel policies are the statements of organisations
overall personnel matters — commencing from their scientific selection to their discharge from work. They
help the management in dealing with the ‘man’ of organisation. They are the best guide to management as to
what kind of work is to be done by whom and how they all to deal with their fellowworkers and how good
industrial relations can be maintained within the organisation. To sum-up personnel policies are the expression
of managerial attitude and philosophy towards their workforce which guide them in future personnel decisions.
Types of personnel policies: The personnel policies may be of different types such as general personnel
policies, specific personnel policies and basic organisational policies, etc.

1.14 IMPORTANCE OF PERSONNEL POLICY
There is a great controversy as regards the need of personnel policies for business organisations. Some

managers claim that personnel policies are essential for perfect and smooth running of the organisations. But
on the other hand, there are executives who call them ‘handcuffs to the managers’ which obstruct their
independence for work and decision. They quote that there is a large number of such enterprises which are
successfully working without any policy. They are of the opinion as Miller has put: “Personnel policies are
unnecessary restrictions on our freedom of action. It is a waste of money to have written personnel policies.
I think each personnel problem must be handled on its own merits.” Such thoughts declare that personnel
policies are unnecessary and insignificant. But such views are incomplete and illusionary. The personnel
policies do not restrict their freedom to decisions but bring consistency and uniformity in their decisions. Need
or importance of personnel policies for a business organisation can be emphasised by the following facts:

(a) Encouragement of decentralisation: Decentralisation means the distribution of work to different
person and departments. Work becomes easy due to personnel policies because every work could be
accomplished by an official and he is not required to contact high officers every time for their
approval or guidance, etc.



14 Modern Human Resource Management

(b) Help in achieving the objectives of organisation: Sound personnel policies help very much in
achieving the objectives of the organisation. The formulation of such policies itself requires
explanation as regards to objectives and procedures, etc. The efforts of each worker as well as of the
management become goal-oriented.

(c) Uniformity in decision: Well drafted personnel policies bring continuity, enormity and consistency
in various decisions relative to the employees. They remove the chances of dioecism from decision
partiality for some and subdue of the other. In business concerns having written personnel policies
do not change with the change in the officials of the company.

(d) Guide to management: Personnel policies guide the management as to what kind of work they
should do, how they are to deal with labour, etc. All personnel problems are solved by the help of
policies. Hence personnel management is more positive.

(e) Increased moral: Every labourer knows organisation’s aims and objectives. They work as a guide
for accomplishment of the work. The moral of workers is increased. Hence policies bring loyalty and
stability in the organisation.

(f) Evolution of performance: Policies are decided for the completion of objectives. Hence, they act as
a standard for valuation of workability. Policy is compared with real work. It is possible to know as
to who is and how much he is successful in accomplishment of the objectives.

(g) Help in proper control: Policies control important personnel acts and workers. Policies clarify the
relations among management, organisation and worker. Hence every group does its own quota of
work and there is no occasion for collision.

(h) Guarantee of security: Personnel policies guarantee for their security if they are not the member of
the labour union as policies make no difference for the member and non-members of the union.
Workers do not fall prey of whims of the supervisors and management.

1.15 OBJECTIVES OF PERSONNEL POLICY

Personnel policies act as a guide to the achievement of the objectives of the organisation. The success or
failure of a personnel policy is measured on the basis of the objectives for which there were initially
formulated. Now the question arises as to the aims or objectives of the personnel policies. As a matter of fact,
a personnel policy is formulated in order to attain the following objectives:

(a) Sound industrial relations: The attainment of objectives is possible only when the relation between
workers and employees are amicable. Nothing is possible without industrial peace. Hence good
personnel policies should aim at good and sound industrial relations. Is this not the central idea of
the mental revolution of the scientific management too?

(b) Maximum and productive use of human resources: One major objective of personnel policy is to
make the maximum and best use of human resources of the enterprise. The best use of human power
can be ensured only when there is proper and scientific placement of the personnel. There must be
direct relationship between jobs and man, i.e., right man should be selected for the right job. This
process of matching the jobs with individuals is an important concept. The profitability of the
organisation can be substantially increased if the manpower is used to the best of its capabilities.
Personnel policies define jobs and their responsibilities and then help in their proper manning.

(c) Maximum individual development: The other major objective of the personnel policy formulation
is the maximum development of the individuals. The personnel policies must encourage healthy and
consecutive competition among the worker so that they may be motivated for their maximum
development. F.W. Taylor had also emphasised on this aspect while propounding his scientific
management concept.
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(d) Other objectives: The other objectives of the personnel policies can be enumerated as follows:
(i) Safeguarding the interests of labour and the management.

(ii) Proper functioning of the organisation.
(iii) Proper recognition of the workforce and protection of their prestige.

1.16 CONTENTS OF A PERSONNEL POLICY

A personnel policy is simply a directive, usually written, which aids the personnel department in
accomplishing its functions efficiently. The contents or subject matter of personnel policies is as varied as the
practices of the personnel departments. Generally, following matters are covered in the published personnel
policies of various firms:

(a) Suggestion System
(b) Grievance Handling Procedures
(c) Motivation and Incentives
(d) Promotion and Transfers
(e) Training and Development
(f) Safety Practices
(g) Dismissals
(h) Conditions of Employment
(i) Physical Examinations
(j) Hiring Employees.

Flippo has divided personnel policies in the following five sub-policies: Procurement policies,
Development policies, Integration policies, Management policies and Compensation policies. But however,
this classification is also a broad classification of the above said contents.

The responsibility for the formulation of sound personnel policies rests directly with the personnel
function touching every fact of the enterprise. The need for unified approach in all departments on matters
concerning the individual is imperative. Personnel policies are a part of overall operating business policies of a
plant and as such shall be coordinate within the framework of total or plant wide objectives and goals.

1.16.1 Qualities of a Good Personnel Policy
Keith and Gaveling have narrated the following characteristics of a good personnel policy:

(a) The policy should be integrating and the workers must realise harmony and unity with them.
(b) It should recognise and provide for individual differences.
(c) Policy must be a long-term and stable policy.
(d) The policy should get the support of the top management as well as worker's organisation.
(e) It should possess organic unity of purpose in keeping with the other policies of the organisation.
(f) The workers should know from it, where do they stand within the organisation and what is their

importance.
(g) The policy should assure them justice.
(h) The policy should be clear, unambiguous and flexible.
(i) The policy should ensure the maximum development of workers to the fullest of their ability and

capabilities.



16 Modern Human Resource Management

1.17 PRINCIPLES OF PERSONNEL POLICY

Due to the pervasive nature of personnel function it becomes very important and essential to have a
group of sound personnel policies in the organisation. The responsibility for the formulation of sound
personnel policies rests directly with the top executives of the company. They must be formulated on some
definite principles so that their objectives can be achieved efficiently and economically. The main principles
which must be observed in framing personnel policies are as follows:

(a) Principles of Participation: Workers should be allowed to participate not only in the formulation of
these policies but in the management also. This will solve many problems properly and quickly.
Modernisation, automation and such other problems can be minimised with the cooperation of workers.

(b) Principles of Change: Personnel policies can develop the sense of belief in opposition of labour trust
and awakening. They will have to bear the loss caused due to scientific and technical change. The policies
should be flexible enough to cope up with the changes in technical, economic and social factors. Personnel
policies are naturally influenced by many factors: tradition in the particular industry, technological
developments, competition, social approval, the prevailing attitude of organised labour, government
regulations, ideals of the management, etc.

(c) Principle of Common Interests: Personnel policies must be based on the principles of common
interests. Both the parties should think that their interests are not separate but are alike and they can be
achieved only by common efforts.

(d) Principles of Development: In the organisation workers should be given proper occasion for
development, so that their social and economic status is increased. Labour should feel responsibility for
himself.

(e) Principles of Recognition: Nowadays for good industrial relations, recognition of trade unions is a
must. The work, liabilities, responsibilities and the parts played by the labour unions should be appreciated.
The human dignity of workers should be honoured.

(f) Principles of Work and Accomplishment: Workers not only want security of work but also desire
good pay, satisfaction of work and appraisal of their work. Hence, policy should be as such as to fulfil the
above cited objectives. The personnel policies should be prepared in such a way that the employees feel
secured in the organisation. They sword of losing jobs should not hang on the neck of the employees. They
expect good return from their services being offered to the organisation. The compensation package should be
good and for that purpose the policy is to be prepared accordingly. The personnel policies should be in
position to motivate the employees and they should get job satisfaction. All these would make the persons to
work sincerely and give their best to the organisation so the objectives of the organisation can be fulfilled.
This would cut the cost and increase the profitability of the organisation. This should be kept in mind while
preparing the policies.

1.18 CONCLUSION

Different resources are being used in an organisation and out of these; human resource is very critical and
difficult to manage. It is because human behaviour is highly unpredictable. It differs not only from individual-
to-individual but often on the part of same individual at different points of time. In spite of biological and
cultural similarities, human beings not only differ in their appearance but also in their capabilities based on
their background, training and experience. Human resource or a person at work is the most important
component of the undertaking. Management cannot afford to ignore human resource at any cost. Personnel
management is a branch of management that takes care of human resource. The different terms are used for it
and these are labour management, labour administration, labour management relations, employee-employer
relations, personnel administration, human assets management, human resources management, etc. In simple
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sense, human resource management means employing people, developing them, utilising, compensating and
maintaining their services in tune with the job and organisational requirements.

It has been defined by the various experts at different point of time. Personnel management and HRM are
two concepts interchangeable. These are performing the same functions but different names are used by
different companies. In recent period HRM concept is more preferred in comparison with past. The difference
between these two is of approach and both deal with human resource only. To perform functions of personnel
management, it requires specialisation in human psychology, law and industrial relations, etc. Its main
objectives are to procure, develop, compensate and maintain the workforce to enable them to contribute
maximum to the effective working of an organisation.

It is very difficult to trace out the exact time of the evolution of personnel management. Even though the
stages of the development of personnel management can be easily determined, its development was marked
towards the end of 19th century. Prior to this it was somewhat a slow process. Ordinarily, the growth and
history of personnel management is divided into these five periods:

(a) Early Philosophy (before 1900)
(b) Efficiency and Productivity Movement (1900-1920)
(c) Period of Welfare and Industrial Psychology (1920-30)
(d) Period of Human Relations in Industry (from 1930-50)
(e) Modern Period (1950 onwards)

The scope of HRM even includes the functions beyond entry to exit of human resource from organisation.
The scope is very wide. A special care and professionalism is required to perform functions of a HRM
manager in present rapidly changing business environment The functions of personnel management are very
wide. An agreement over them is rare. Broadly, the functions of personnel management can be divided into
managerial and routine functions. While performing functions HR manager follows principles of scientific
selection, effective communication, maximum individual development, high morale, team spirit, dignity of
labour, joint management decisions, contribution towards national prosperity, fair reward, effective utilisation
of human resource, etc.

The personnel management department objectives can be summarised as to attract and secure appropriate
hands, utilise the manpower effectively, help maximum individual development, establish and maintain an
adequate organisational structure and a desirable working relationship, secure the integration of the
individuals and groups within an organisation, maintain a high morale and better human relations inside an
organisation. The term ‘human resources’ at the macro level spells out the total sum of all the components
possessed by all the people, whereas the term ‘personnel’ even at the macro level is limited to only employees
of all organisations. Thus the term human resource is wider than the term personnel either at the components
level, in coverage or even at the macro level. As such human resource management at organisational level
does mean management of dynamic components of all the people at all levels in the organisational hierarchy
round the clock and throughout the year. To carry-out the tasks effectively personnel or HR manager should
possess legal, social, human and managerial qualities of head and heart as well. HRM manager should possess
the qualities of physical strength, intelligence, educational qualification, maturity in judgement,
communication skills, experience and training, specialisation in HRM, leadership, initiative and decision
making and ability to inspire and motivate employees.

For performance of the functions and responsibilities efficiently and successfully, personnel policies are
prepared by all personnel executives beforehand. Well considered and balanced personnel policies are the base
of sound manpower management. They bring uniformity in personnel decisions, proper control and
coordination among workers. These are essential for perfect running of the organisation. The objective and
positive personnel management is possible only when management prepares personnel policies. The term
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‘personnel policy’ is an amalgam of two words: ‘Personnel’ and ‘Policy’ which denotes ‘men made rules,
procedures’, etc. Thus personnel policies constitute guide to action. They furnish the general standards or
basis on which decisions are made. To claim a good personnel policy it should be based on certain principles
and with definite objectives.

1.19 QUESTIONS FOR REVIEW

1. Define Human Resource Management and explain its characteristics.
2. Discuss the evolution of HRM in detail.
3. What are the functions performed by HRM in an organisation?
4. Highlight the main objectives of HRM.
5. Differentiate between HRM and personnel management.
6. Personnel Management treats employees as a cost centre and treats as a profit centre discuss?
7. Which activities would you like to include in the scope of HRM?
8. Mention the main principles of HRM.
9. What qualities a personnel manager should possess?

10. What is personnel policy? Explain the objectives of it.
11. Discuss the qualities of a sound personnel policy.
12. Short notes on:

(a) Contents of personnel policy. (b) Importance of personnel policy.
(c) Principles of personnel policy. (d) Employees as a profit centre.

1.20 OBJECTIVE QUESTIONS

1. “Personnel management is that phase of management which deals with the effective control and use
of manpower as distinguished from other sources of power”. The definition was advocated by:
(a) E.B. Flippo (b) Dale Yoder (c) E.F.L. Breach
(d) J.S. Mill (e) None of the Above

2. The branch of management deals with human resource in an organisation is known as:
(a) Production Management (b) Marketing Management
(c) Financial Management (d) Human Resource Management
(e) All the above

3. Resources that uses other resources in an organisation for further generation of them is called:
(a) Machine (b) Money (c) Materials
(d) Manpower (e) None of the above

4. Scope of HRM covers the activities are:
(a) Requirement and selection (b) Orientation and placement
(c) Training and development (d) Promotion and compensation
(e) All the above

5. The evolution of Personnel Management started mainly in the:
(a) 19th Century (b) 20th Century (c) 21st Century
(d) 15th Century (e) None of the above
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6. Scientific Management movement was advocated by:
(a) Robert Own (b) Henry Fayol (c) Taylor
(d) J.S. Mill (e) None of the above

7. Hawthorn experiment carried out to know the importance of manpower at work by:
(a) Elton Mayo (b) Peter Druker (c) Charles Babbage
(d) E.B. Flippo (e) All the above

8. Operative functions of HRM/Personnel management covers:
(a) Procurement of manpower (b) Development of manpower
(c) Maintaining Industrial Relations (d) HR Research
(e) All the above

9. Objectives of HRM does not include:
(a) To attract talent people (b) To develop competency of employees
(c) To utilise manpower optimum (d) To earn more profits
(e) To motivate and retain employees

10. Principles adopted by HRM does not include the principle of:
(a) Scientific principle of: (b) Effective communication (c) High morale
(d) Dignity of labour (e) Hire and fire

11. Industry can make profit greatly by developing and coordinating the capacities, interests and the
opportunities of each worker and of each member of the management. The role of HR manager is
very important. He should possess the qualities of:
(a) Physical strength, intelligence, educational qualification.
(b) Maturity in judgement, communication skills.
(c) Experience and training, specialisation in HRM.
(d) Leadership, initiative and decision making. Ability to motivate employees
(e) All the above
Answer Keys:
1. (b), 2. (d), 3. (d), 4. (e), 5. (a), 6. (e), 7. (c), 8. (a), 9. (e), 10. (d), 11. (e).
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