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Introduction

During the last few years, lot of technological changes have taken place in the business
environment. However, human resource still remains the most important factor contributing to the
success of an organisation. Human resource is the most productive, most versatile asset and human
resource can yield an output far greater than the input. Development of human resource is an essential
requirement of any organisation if it wants to succeed in the fast changing business environment.
Human resource function is concerned with the relationship of management and the employees. It is
that part of the management process which is concerned with the effective utilisation of employees in
an organisation. It is seen that most of the problems in organisational settings are human and social
and organisations that provide a quality worklife for their employees tend to perform more efficiently
and profitably. Top management is paying increased attention to human resources that need to be
closely integrated with planning and implementation of company plans.

Out of the six “Ms” in management, i.e., men, money, materials, machine, market and methods,
the most important “M” stands for men, the manpower working in the organisation. While the value of
assets depreciates, the value of trained employees increases over a period of time. An organisation that
is able to acquire, develop, stimulate and manage their human resources will be successful in the long
run.

The management process includes planning, organising, leading and controlling activities to
accomplish organisational objectives. Good management involves getting the co-operation of
employees in the organisation. Winning the co-operation of employees is one of the major problems
faced by the management. Human Resource Management (HRM) is a management function like
marketing, finance and production and it deals with people’s dimension in an organisation. HRM is
concerned with involvement of all the members of the organisation and working together for a
common purpose. HRM is an important function and applies to all types of enterprises such as small,
big, commercial, non-commercial, private or public enterprises.

Human resource management is concerned with acquiring competent people, developing their
skills and motivating them to high levels of performance and ensuring that they continue to maintain
their commitment to the organisation. Any organisation that wants to survive and grow in a fast
changing environment needs HRM.

Nature and Scope of
Human Resource Management

Chapter  1
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Meaning of Human Resource Management (HRM)
HRM deals with human resources i.e. people working in the organisation. Human resource refers

to the knowledge, skills, abilities and talents of employee in an organisation. It also includes values,
beliefs and attitude of individual employees. Human capital is the collective value of the knowledge,
skills, abilities and life experiences of employees in an organisation. It is concerned with employees,
both as individuals and as a group. Human resources imply that people are considered as resources
rather than problems. HRM focuses on people. People are seen as having skills, potential, and ability
to grow, change and develop in an organisation. The quality of human resources can be enhanced by
education, training and development.

Management is the process of getting effective results through and with people. HRM means
managing people in the organisation. HRM involves planning, organising, directing and controlling
the operative functions of procurement, development, compensation and integration of human
resources of an organisation for achievement of objectives. Machines, materials, money, market and
methods have to be managed by competent employees in an organisation. HRM is responsible for
hiring competent people and ensuring all the employees work together with a shared purpose. All
managers are responsible for human resource development.

Human resource management is concerned with the philosophies, policies, procedures and
practices related to employees in the organisation.

Human resource management is important for two reasons i.e., (a) People are required for
formulating business strategies and objectives, production of goods and services, allocation of
resources and marketing the products and (b) Human resource is a major expense in dong business.
Depending upon the nature of the industry, wages and benefits vary from 20 to 50% of operating
expenses.

Definitions of HRM
1. According to Michael Armstrong, “HRM is a strategic approach to the acquisition,

motivation, development and management of the human resources. It is developed to shaping an
appropriate corporate culture and introducing programmes which reflect and support the core values of
the enterprise and ensure its success”.

2. According to the Wendell L. French, “the human resource management refers to the
philosophy, policies, procedures and practice related to the management of people within the
organisation”.

3. Edwin Flippo has defined Personnel Management as “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 societal objectives are accomplished”.

4. According to David A. DeCenzo and Stephen P. Robbins, HRM as a process consists of four
functions as given below.

(a) Acquisition includes estimating demand and supply of labour, recruitment, selection and
socialisation of employees.

(b) Development has three dimensions, i.e., training, development and career development.
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(c) Motivation should consider needs of each individual and includes both financial and non-
financial benefits.

(d) Maintenance function is concerned with providing working conditions that employees
believe are necessary to maintain their commitment to the organisation.

Features of HRM

1. Management of people. HRM is concerned with management of all categories of employees,
i.e., unionised and non-unionised people in an organisation. It applies to employees working in all
types of organisations including Government and private sector. Further, it is applicable to all levels of
management, i.e., from top level to lower level of management.

2. Concerned with the ‘people’ dimension in management. It deals with human resource and
is concerned with employees both as individuals as well as a group. HRM is responsible for ensuring
that all employees work together as a team for achievement of the goals of the organisation.

3. Manpower planning. HR should take the organisation forward and therefore, it has to
consider the present and future manpower requirements based on the business plan of the organisation.

4. Integral part of the general management function. Human resources management involves
all managerial decisions, polices and practices that influence human resources directly. HR is
responsible for selecting the right person for the right job and develop an organisation culture that
contributes to professional well-being of employees.

5. Employee development. Development of human resources is needed by an organisation if it
wants to succeed in the fast changing business environment. The competency of human resources can
be enhanced by training and development.

6. Continuous process. The organisation is composed of people who come from different walks
of life and who are different in their outlook and understanding. Therefore, personnel problems
continue to exist and HR has to play a major role in solving these problems. Recruitment, selection,
training and replacement of employees are continuous activities especially in a growing organisation.

7. Co-operation of the people. Effective use of materials, machines, equipment and money
requires co-operation of all employees in the organisation. Technical competence will not be sufficient
if subordinates do not co-operate. Winning the co-operation of employees is one of the major
challenges faced by management. HR contributes for development of an organisation culture where
teamwork and collaboration among employees are strong and facilitates growth of the organisation. In
order to achieve organisation objectives, HR has to co-ordinate with other functions such as marketing,
finance, manufacturing in planning manpower requirements, recruitment, selection, training,
compensation and motivation of employees.

8. Employee motivation. The primary task of the management is that of maintaining an
organisation that functions willingly and effectively. Performance depends upon: (a) ability to work
and (b) willingness to work, i.e., motivation. HR aims at motivating employees so that they become
dynamic contributors to the organisational goals.
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9. Long-term benefits. HRM aims to provide long-term benefits to employees, organisation and
the society. Example: Career growth and financial benefits to employees, growth and development of
the organisation and welfare of the society.

10. Multidisciplinary approach. HRM makes use of various disciplines like psychology,
sociology, philosophy, and economics for improving individual, group and organisational
effectiveness.

Importance/Significance of Human Resource Management
In a fast changing business environment, organisations can succeed only through the efforts of

competent employees. Therefore, HR has to develop the competency of the individual employee,
develop team spirit and obtain necessary co-operation from employees to achieve organisational goals.
There are three broad areas, i.e., Social, Professional and Individual enterprise that deals with the
importance of HRM and the details are given below.

1. Social: Effective human resource management could serve the goals of our society by
satisfying the social needs of the employees and this can be achieved by taking the following
initiatives:

(a) Maintaining a balance between jobs available and the job-seekers according to qualification,
experience and the needs of the organisation.

(b) Providing suitable employment which might give them psychological satisfaction.
(c) Paying the employee a reasonable compensation in proportion to the industry wages and

contribution made by him.
(d) By helping people to make decisions that are in their own interest.
(e) Eliminating waste/improper proper use of human resources.
2. Professional: Provide a healthy and congenial working environment that promote individual

brilliance as well as teamwork among the employees and this can be achieved by:
(a) Maintaining the dignity of the employees as “human beings”
(b) Giving maximum opportunities for personal development.
(c) Providing healthy relationship between different work groups so that work is effectively

performed.
(d) Developing the knowledge, skills and attitudes of employees.
(e) Correcting the errors of wrong postings and improper reallocation of work.
3. Individual: HRM is important for achieving the objectives of individual enterprise. Trained

and motivated employees help the organisation to achieve its short-term and long-term goals. This is
possible by:

(a) Developing right attitude among the employees and
(b) Effectively utilising the available human resources and securing willing co-operation of the

employees for achieving the goals of the enterprise and fulfilling their own social and other
psychological needs.



5Nature and Scope of Human Resource Management

Objectives of Human Resource Management

1. To assess manpower requirements and ensure placement of the right man on the right job.

2. To develop knowledge, skills and attitude of employees in relation to their present and future
role.

3. To provide, create, utilise and motivate the employees to accomplish organisational goals.

4. To maintain excellent working relationships among all the employees in the organisation so
that they feel a sense of involvement, commitment and loyalty towards the organisation. It is
necessary to finalise individual job responsibilities for employees to avoid confusion and too
much overlapping of work.

5. To develop better interpersonal and employer-employee relationship in the organisation.

6. To maintain high morale, encourage value system and create environment of trust among
employees.

7. To create a sense of belongingness and team spirit among employees and encourage
suggestions from them.

8. Continuous renewal of individual capabilities to keep pace with technological changes and to
avoid manpower obsolescence.

9. To identify and satisfy the needs of the employees by offering various financial and non-
financial incentives in addition to the welfare facilities.

10. To integrate employee-management interests and maintain good industrial relations to
achieve individual and organisational objectives.

Functions of Human Resource Management

HRM is the planning, organising, directing and controlling the operative functions of
procurement, development, compensation, integration and maintenance of human resources of an
organisation for the purpose of contributing towards the organisation’s objectives. The HR function
can be divided into two parts, i.e., Managerial and Operative functions as shown in figure 1.1.

Fig. 1.1: Functions of HRM

Managerial Functions Operative Functions
1. Planning 1. Procurement of personnel
2. Organising 2. Development of personnel
3. Directing 3. Motivation and maintenance
4. Controlling 4. Employee compensation

5. Employee benefits
6. Record keeping
7. Personnel research and audit
8. Industrial relations
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A. Managerial Functions
1. Planning includes forecasting manpower requirements, employee turnover, planning for

selection, training programme, performance appraisal, increment, promotion, etc.

2. Organising. Management involves getting things done through and with people. Organising
involves finalising major activities that are necessary, grouping them into homogeneous units and
allotting those activities to individuals or group of individuals and establishing interrelationship within
the organisation.

Examples: Designing organisational structure, span of control, authority, hierarchical order,
communication channel etc.

3. Directing includes issuing instructions to employees, developing communication network,
interpretations of industrial laws and integration of employees.

Examples: Leadership, motivation, effective communication, Management by objectives (MBO)
etc.

4. Controlling. Creating basic data for establishing performance standards, job analysis and
performance appraisals are the methods used for effective control of employees.

B. Operative Functions
1. Procurement of personnel: Acquiring human resource is an important function of human

resource management. Quality and prestige of the organisation depends upon the employee of the
organisation. It deals with determination of manpower requirements, recruitment, selection, placement
and induction.

2. Development: With the help of acquired knowledge and skills, a person can improve his
performance in the organisation. Also framing policies with regard to promotion, increment and
performance appraisal are required for development of people in an organisation.

Examples: Training of labour, supervisors and managers, career development programmes etc.

3. Motivation and maintenance: An employee may be physically, mentally and technically fit
but he may not be willing to work. Motivation depends upon factors such as one’s own needs,
personality, personal policies, reward mechanism and career opportunities. The maintenance function
is concerned with providing those conditions that are necessary to maintain employee commitment to
the organisation, e.g., Health and safety measures, welfare facilities, etc.

4. Employee compensation means determination of adequate and equitable remuneration for
employees for their contribution to the organisation goals. Payment of fair wages/salary is an
important motivating factor for the employees. A suitable rewards and benefits system increase the
morale of the employees and improvement in the performance. Productivity linked compensation is
the order of the day. However, it is a challenging job to determine monetary compensation of
employees.

5. Employee benefits: Many companies provide benefits such as pension scheme, contributory
PF, reimbursement of medical expenses, educational assistance, health insurance, transport and
canteen facilities, etc. to employees.
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6. Record keeping is an important function of HR manager. HR manager collects and maintains
information about employees and it assists the management in taking decisions on promotion, job
rotation, performance incentive, etc.

7. Personnel research and audit: This area is concerned with detailed studies on organisation’s
personnel programme such as recruitment, selection development and utilisation of human resources,
data related to wages, grievances, labour turnover, absenteeism, surveys on employee morale, attitude
and satisfaction.

8. Industrial relations include all activities of employer-employee relationship such as trade
union, negotiation of contracts, collective bargaining, grievance handling, disciplinary action,
arbitration, etc., all aimed at preventing conflict between the two participants.

Human Resource Management – Whose Responsibility?

The manager has to get things done through and with people. This involves allotting major
activities to individual employees, guiding them in day to day working, motivating them to improve
performance and controlling employees through performance appraisal system. Therefore he requires
special assistance and HR manager is a specialist who provides expert advice to the managers on
matters connected with human resources. He plays different roles such as counsellor, trainer, problem
solver, mediator, legal expert, HR advisor etc. while dealing with employees/managers in the
organisation. He provides reliable inputs to mangers to achieve individual and organisational
objectives. Implementation of various HR activities such as handling grievances and disciplinary
issues, motivation and appraisal of employees has to be carried out by the concerned departmental
manager.

A strict separation of the HR job between HR manager and concerned departmental manager is
rather difficult under the changing business environment.

Examples: In many organisations, The HR manager takes inputs from senior managers in
developing performance appraisal system and the actual performance appraisal of the employee is
carried out by the reporting manager. Regional sales manager has responsibilities for identifying
training needs, on the job coaching, setting key results areas, performance appraisal and and
development of salespersons. Similarly, Finance manager is responsible for development of people
reporting to him.

While the manager is responsible for development of people working under him, HR is
concerned with people dimension in the whole organisation and advises the management on HR
policies and programmes. It co-ordinates with other departments in planning manpower requirements,
recruitment, selction, training, compensation and motivation of employees. Therefore we can say that
all managers are responsible for Human Resource Management. HRM is the responsibility of all
managers since it is a total organisational activity and not the exclusive domain of a particular
department. Otherwise there are possibilities that managers may resort to blaming or finger pointing to
HR department for employees not sufficiently trained or motivated.

Managing people is an integral part of the responsibilities of all managers.HR managers provides
specialised assistance to line managers and he performs three major functions.



8 Basics of Human Resource Management

(a) The HR manager performs” line function” by supervising the activities of employees in his
own department

(b) He co-ordinates all HR activities with other departments in the organisation and ensures all
HR policies, procedures and practices are implemented by line managers

(c) Carries out “Staff Function” i.e. Service to line managers in areas such as recruitment,
selection, training, compensation, performance appraisal, awards, rewards etc. He performs a
supporting role and helps the line managers in their performance.

Various HR functions such as on the job coaching, performance appraisal, job knowledge etc. are
carried out by line managers. Further they do play a major role in industrial relations area such as
collective bargaining, dealing with trade union etc. Therefore HR has to enhance the capability of
managers to shoulder their responsibilities for HR function.

Example: Major HR Functions in Insurance Sector
1. Manpower planning: It is the prime function of HR to estimate the exact quantity and type

of workforce required to meet present and future needs. It helps the management in taking
decisions regarding recruitment, selection, compensation and employee evaluation etc.

2. Determining & designing appropriate training programmes for Sales agents and Sales
officers: Due to changes in business environment and technological developments, management
requires skilled agents and officers. Existing people are to be provided with training and new recruits
are to be inducted after appropriate training.

3. Employee motivation: The performance of an employee depends upon ability and
willingness to work i.e. motivation. Customers support the firms that provide good service and
therefore companies must-have motivated employees who are focused on serving the customers.
An atmosphere of customer service must be created and nurtured among the employees in the
organisation. Internal employees are to be trained on products, customer service, complaint
handling etc. to enable them to deliver high quality service as promised by external selling to
customers. There is a need for training front office employees . If the customer is not treated
properly, the efforts made by the salesperson in building relationship with the customer would be
wasted. Example: The receptionist and other frontline employees in working in the office must be
polite, considerate and respectful and show genuine concern for the customers. Only happy
employees can keep the customers happy.

3. Employee evaluation: An organization has to constantly take stock of its workforce by
(a) assessing its performance in existing jobs (b) improve organizational performance by improving
contribution of an individual employee and (c) identify potential employees to fill up vacancies at
higher level in the organization.

4. Industrial relations: Industrial peace is a legitimate objective for an organisation. The
willingness and co-operation of all the people who work in an organisation would be forthcoming
only if good industrial relations exist between the management and union.

5. Provision of employee services: Attention to mental and physical well-being of employees.
6. Dealing with trade unions: The employees feel that they can have a stable job by becoming

a member of the union and it is possible to get better working conditions, redressal of grievances etc.
through union. However job security, lack of accountability and political support lead to complacency
among employees and poor customer service in banking and insurance sectors. Management wants
loyalty, commitment, low personal cost and increased productivity of employees. HR has to ensure
satisfactory achievement of the objectives of the organisation and employees union.
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Scope/Areas Covered by Human Resource Management

HR management is an integral part of business management and includes all aspects of
manpower employed in an organisation. The scope of HRM is very vast and includes activities and
functions designed and implemented to maximise organisation as well as employees’ effectiveness.
Areas covered under HRM are given below.

1. Human Resource Planning

2. Organisation/job design, job analysis

3. Recruitment, selection

4. Training and development

5. Human Resource Information System (HRIS)

6. Compensation/benefits
7. Employee assistance (personal problem solving and counselling)

8. Union and labour relations.

Measuring the Effectiveness of HR Policies,
Programmes and Practices

There is a belief that we cannot measure the value of HR practices. Even accountants treat
investment on human capital and training and development as expenses. Therefore HR department has
to quantify the results since human resources have the high value and high cost to the organisation. A
few of the HR Performance Indicators are given below:

1. Total HR staff to total number of employees

2. HR staff cost to the total employee cost

3. Number of new recruits who joined the organisation

4. Time taken for recruitment

5. Cost per recruitment
6. Annual attrition rate

7. Reasons for attrition-Avoidable and unavoidable reasons

8. Pay roll as a percentage of operating expenses

9. Benefits cost as percentage of pay roll

10. Hours of training per employee and total cost of training
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Organisation of Human Resource Department

HR Organisation
Management involves getting things done through and with people. Organising is the managerial

process of co-ordinating the activities of employees in an orderly manner to accomplish the objectives.
It involves identifying the activities to be performed, grouping of the activities, allotting those
activities to individuals or group of individuals, defining responsibility and authority and establishing
relationship for the purpose of working together. Activities of similar nature are assigned to a
particular department.

HR organisation consists of a group of employees with defined responsibilities and authority and
formal relationship working together to achieve the HR objectives. HR organisation is developed
based on external and internal environmental factors and the objectives of the organisation. It should
clearly state how the duties and responsibilities will be divided among various positions in the
organisation and the policies and procedures to be followed while working and the relationship
between one job and another job. Also it defines the channels of communication between various
levels of responsibility in the organisation.

Examples:
1. In an enterprise, each major function is grouped into a separate department like production,

finance, HR, distribution, marketing and sales. The HR department has to co-ordinate and
co-operate with other departments and obtain their support for successful implementation of
HR plans.

(a) If the organisation is large and employs thousands of employees, there may be a separate
recruitment and selection manager to look after recruitment of employees.

(b) HR is concerned with acquisition, deployment, motivation and maintaining the
commitment of the employees to the organisation. Sales management involves effective
use of sales force and HR and Sales should work together for creating high performance
culture among salespeople in the organisation.

2. The set-up of the HR department differs from company to company based on size, nature of
activities, the importance given to HR department by the top management, location of HR
department and the policy of the company.

Example: In a large organisation with several manufacturing units, each manufacturing unit may
have a separate HR/IR manager who reports to Vice President/General Manager of the manufacturing unit.

I. HR department organised on functional basis: HR organisation may consist of top
Management, i.e., the head of HR (Vice President/General Manager, HR) to look after the
managerial and operative functions of HR. He reports to the Managing Director or the Chief
Executive of the organisation. He is responsible for effective management of human
resources with the support of competent managers. There are middle level managers to look
after major HR functions such as manpower planning, recruitment and selection, training and
development, personnel compensation, employee benefits and industrial relations and Junior
Management staff (Senior Executive/Executive) who assist the managers.
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Managing Director/Chief Executive

Vice President HR/IR

Manager
Staffing and
Employment

Manager
Training and
Development

Manager
Wages and

Salary
Administration

Manager
Industrial
Relations

Manager
Employee

Services and
Benefits

Manager
Personnel

Records, Audit
and Research

Fig. 1.2: HR Department Organised on Functional Basis

II. Production-oriented Department: In this case, HR department plays a maintenance role
under the control of head of production. The main functions are recruitment and selection of
labour, labour welfare, wages administration and maintenance of discipline and dealing with
union.

President

Senion Vice
President
(Finance)

Vice President
(Planning and

Control)

General
Manager

(Purchase)

Marketing
Manager

General
Manager

(Production)

Company
Secretary

Personnel
Manager

Fig. 1.3: Production-oriented Department

The following are the functions normally allocated to the Personnel Department:

1. Industrial Relations

2. Recruitment and Training

3. Employee Services: Canteen & Dining hall – Baby Creche & Dispensary – Welfare Centre –
Grain Shop – Medical Help – Library and Book Bank – Staff Ladies Club – Sewing Class –
Scouts, Girl Guides & Cubs – Visitors & Guests – Chawl Committee & Colony – Territorial
Army – Home Guards – Industrial Home Guards – Drama & Bhajan Activities – Cooperative
Credit Society – Annual Welfare Report – House Magazine, Century Samachar – Cultural
Programme – Sports – Montessori School – Family Planning – Civil Defence

4. Dealing with P.F. Office and State Insurance

5. Maintaining relations with Trade Union

6. Broad decisions regarding personnel policies are taken by the President. The objective of the
Personnel Department basically is to foster good relations between employees and employers
and to attend to the grievances of the employees in time.



12 Basics of Human Resource Management

III. Labour Welfare-oriented Department: HR department performs routine functions like
keeping attendance, maintenance of leave/wages records, labour welfare and compliance of
factory laws. HR function is given relatively low emphasis in such organisations.

Line and Staff Managers and HRM
HR managers are staff managers and advice line managers in the areas of recruitment, selection,

training, development, compensation and performance appraisal. They administer benefit programmes
such as insurance, retiral benefits, health care, complying with legal aspects of employment and
industrial relations.

Line managers are in close touch with operations people and therefore, they play a major role in
developing knowledge and skills of people working under them.

Example: Regional sales manager has responsibilities for identifying training needs, on-the-job
coaching, setting key result areas, performance appraisal and career planning and development of
salespersons. Similarly, staff manager (e.g., Finance manager) is responsible for development of
people working under him. Therefore, we can say that all managers are responsible for human
resource development.

The Changing Business Environment and
Human Resource Management

Several changes have taken place in business environment due to technological advancements,
economic influences, political factors and labour legislations. The factors influencing HRM could be
broadly classified into three categories, i.e., (1) Environmental, (2) Organisational and (3) Individual.

1. Environmental factors influencing HRM include liberalisation, globalisation, legislation,
modernisation of technology, competition and employee diversity.

Example: A revolution in the IT field is on and many Indian companies have extended their
activities to countries like USA, UK and UAE. They require qualified and experienced people who
can work in a multicultural environment. There are plenty of job opportunities in this field and
tackling employee turnover is becoming a major challenge.

2. Organisational factors such as competitive nature of business, need for flexibility,
downsizing, voluntary separation of employees, organisation culture, labour union, self-managed work
teams and advancement in technology will have implications on HRM practices.

Examples: (a) Nowadays, there is intense competition in the marketplace, leading to tremendous
pressure on margins. Organisations are trying to find out ways and means of controlling personnel cost.
Many companies are going for ‘Flat Organisation Structure” with less number of layers in the
organisation structure. Inefficient and surplus employees are being laid off. Legal issues are coming up
during retrenchment. Employees are feeling less secure in their job. Employees who take voluntary
separation are coming back to work, accepting lower remuneration. (b) The concept of open space
office (open cabin) has been implemented in many progressive organisations leading to less privacy
and less status differentiation. (c) Due to increasing work pressure, many young executives are getting
into health problems. Companies are providing facilities such as health check-up, medical insurance
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and health club to employees. (d) With the use of computers, people can work at home. HR will have
to determine the output of such work and pay accordingly. An appropriate appraisal system has to be
devised for such employees since close supervision is not possible. (e) In many organisations
particularly in service sector, employees are being empowered to make more and more decisions.
(f) Position, title and authority may no longer be adequate to get the job done through educated
younger generation of employees. As told by Peter Drucker, managers have to learn to manage
situations where they do not have command authority, where you are neither controlled nor controlling.

3. Individual factors consist of individual productivity, empowerment of employees, preventing
brain drain, ethical and socially responsible behaviour, career growth, quality of work life, etc.

Examples: (a) Employees are becoming self-centred. Loyalty to the profession rather loyalty to
the company is the approach adopted by younger generation of employees. (b) Due to increase in
workload and extended working hours, employees are facing stress-related health problems. They are
concerned with the quality of work life. (c) The numbers of dual career couples are increasing in cities
and towns. The employees mobility decrease and they do not want to shift to a new geographic
location. (d) Young and educated employees change jobs to meet career aspirations.

Challenges before Human Resource Manager
During the last few years, lot of changes has taken place in the business environment. These

include innovations in business strategies, market responses and technological processes. The HR
manager has to anticipate the changes, finalise strategies and respond in an innovative and timely
manner to succeed in the long run.

1. Aligning HR role with business strategy: Changes in the business environment such as
globalisation, computer revolution, Internet, mechanisation, automation of office operations,
outsourcing and satellite communication have considerably affected the manpower requirements in
terms of knowledge, skills and attitude. The aspirations and expectation of the employees are
increasing. HR has to meet the changing needs of the management as well as of employees. HR
managers have to play a very active role in integrating HRM strategies with Business strategies of the
organisation and to ensure employee competencies, motivation and organisational climate in a planned
and systematic way. HR activities should be matched or aligned to the corporate or Strategic Business
Unit (SBU) strategies such as mergers and acquisitions, joint ventures, diversifications and voluntary
retirement plans.

Examples: (a) Top management of the company prepares strategic plans. The strategic plan
explains us how it will match internal strengths/weaknesses with the external opportunities and threats
to achieve a competitive advantage in the marketplace. The strategic plan tells us where we are, where
we want to go and how should we get there. The HR department then formulates specific HR
strategies to achieve the objectives of the organisation. (b) Even a closely guarded area like insurance
sector has been opened up to private companies and there are plenty of opportunities for trained people
in this sector.

2. Integrating the needs and the interests of employees and management: Employee’s
interest includes adequate wages, acceptable hours of work, safety and healthy working conditions,
opportunity for expression of views, economic security and career growth, whereas management is
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concerned with loyalty, co-operation and commitment of employees, low personnel cost and
maximum productivity. HR has the responsibility for ensuring a satisfactory achievement of the
objectives of the organisation and that of the employees. One of the most formidable challenges of
HRM is to change the values, beliefs and norms established by the top management and HR efforts to
be concentrated on top management. It is said that “the biggest challenge in a change process is top
management”.

Examples: (a) The profile of employees, i.e., literacy, knowledge, skills, aspirations, etc. are
changing. They are concerned with ethical practices and quality of working life. Learners and stars are
expecting faster growth opportunities in the organisation. (b) Traditional industries are not able to offer
better remuneration package to their employees and at the same time, they want to retain good performers
in the organisation. The management wants increased productivity of employees at lower cost.

3. Change agent: In today’s competitive world, the management is concerned with survival and
growth of business. Downsizing, reengineering, outsourcing, cost cutting, computerisation, voluntary
retirement scheme and contract labour are some of the means companies use to run the business
successfully. However, employees resist change for a variety of reasons. The HR manager has to
communicate the situation to the employees, listen to their problems, explain the need for change and
facilitate change processes. HR function has to become an integral part of top management and as a
partner to the strategic process of growth.

Examples: (a) Rural markets are growing and many banks and insurance companies are entering
rural market in a big way. They require people who understand rural realities and are prepared to work
in rural areas. (b) In many organisations, personnel records, processing of payroll, salary remittance,
payslip, expense statements, leave applications, attendance recording, field force reports, etc. are
computerised. Through the use of IT and Internet, companies are moving towards paperless offices.
(c) Flexible Working Hours, i.e., allow flexible starting and leaving times for the employees.
However, all the employees have to be present in the office during core time and should work for the
stipulated total number of hours per day in the office.

4. Recruitment, selection and training: During selection, the procedure to test prospective
candidate for his suitability for the job is a strategy, the HR manager has to decide. Another area
would be whether to take fresh people and train them or take experienced person for the specific job in
the organisation.

Examples: (a) In IT field, it is a practice to take fresh engineering graduates through campus
interviews. Should they be trained only in IT field or the training to include soft skills also?
(b) Internet-based training is becoming popular in our country. The employees can take online courses
from company’s intranet or from vendors who provide such facilities. The HR strategy regarding
training and development of employees has to be worked out in consultation with senior managers in
the organisation.

5. Developing competitive advantage through people: HR plays a major role in building an
organisation’s competitive advantage. This is more so in software, insurance, consultancy, travel,
tourism and entertainment services. A firm’s success depends upon establishing a set of core
competencies that distinguish the company from its competitors and deliver superior value to
customers.
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Examples: (a) HUL’s strength lies in having a well developed distribution set-up. (b) Core
competency of McDonald’s is trained staff and timely delivery to customers. It is rightly said that one
can raise money or construct an office/factory, but requires people to build a business. (c) Through
product positioning, the company tries to create and build a distinct image of the brand in the mind of
the customer compared to that of the competitive brand in the marketplace. In the same way, employer
brand helps the company in attracting and retaining good performers despite better offers received
from rival companies.

6. Retaining high potential employees: High performers have tremendous opportunities to grow
and occupy senior positions in the corporate world. They may like the job as well as the organisation
and even recommend their organisation as a good place to work based on learning opportunities and
pay package. They seek challenging assignment. However, if they find career progression is not as per
expectations, they leave the organisation. Providing attractive pay, increment and fancy designations
may not meet the aspirations of high performers. Hence, HR has to find out innovative ways such as
career growth plans, working in new projects, intra-company succession plans, accelerated
development programmes, etc. to retain such high performers. HR has to focus on objective
assessment of the performance, feedback, mentoring and coaching programmes also.

7. Quality of Work Life (QWL): Workaholism or excessive working has become a trend among
urban executives. This includes high level of commitment to the work, staying late in the office,
working on weekends, etc. Some managers consider this as a positive quality during appraisal
interview. However, long hours of working in the office, over a period of time, causes stress, affects
the health and productivity. Quality of Work Life (QWL) means having policies and procedures that
make the work rewarding to the employees. If the quality of work life is encouraging, the productivity
of the employee would improve. Work and quality of life provides for a balance between work and
family aspects of life. Family and social life should not be affected due to long hours of work on a
continuous basis, working on holidays, regular business travel, etc.

8. Making performance appraisal a positive experience: There are many cases, where
managers do not take much interest in the performance appraisal of employees and consider this as a
ritual to be repeated every year. They do not give regular feedback to the employee regarding the
progress made by him in achievement of key objectives. HR can play a major role in explaining the
benefits of performance appraisal to the employees and the managers. There is a need to make
managers good appraisers and training of appraisers is essential. Refresher courses could be conducted
both for appraisee and appraisers so as to improve quality of performance appraisal.

9. Developing a fair personnel compensation policy: The most common elements of
compensation are basic salary, DA HRA/HRS, conveyance allowance, special allowance,
reimbursements, annual benefits and retiral benefits. While employees are aspiring for higher and
higher wages, management wants to control personnel costs. During the last few years, the concept of
‘Pay for Performance’, i.e., performance related pay, cafeteria means of compensating employees,
profit sharing and stock options are becoming popular in industries. Therefore, HR has to keep
updated with the trends in employee compensation and suggest most appropriate remuneration
package that is within the financial reach of the organisation and at the same time, motivate the
employees to perform better.

Example: In IT field, employee compensation, turnover and retention are major challenges faced
by HR department.



16 Basics of Human Resource Management

10. Dealing with employee diversity: Today’s workforce consists of people with differences in
age, education, experience, knowledge, skills and aspirations.

Examples: (a) The veterans who have several years of experience and have strong work ethics,
the middle aged who are loyal to the employer and are comfortable working in a stable environment
and the younger generation who are ambitious, well informed and need freedom and flexibility.
Experienced people can provide advice arising out of years of work experience and the new generation
is hasty and brings in the new ideas and smart way of working. Different generations have different
opinions and expectations and it is a challenge to handle the diverse group at the same time.

(b) Stagnant Employees: Business environment is constantly changing and plateaued (stagnant)
employees are a serious concern for the organisation. Such employees feel that they have been working
in the organisation for several years and they have nothing more to learn, achieve or contribute in their
professional career. This situation may arise due to various factors — boredom of doing routine work
for several years, comfort zone, complacency or the employee is highly proficient in his job and the
managers do not want to shift him to another job. However, the reason for plateauing may vary from
employee to employee. HR manager has to discuss with the employee and reporting manager and
prepare a time-bound development programme and monitor the progress shown by the employee.

(c) Weaker Sections of the Society: The management has to protect the interest of weaker
sections of the society and this group includes minorities, backward classes, and physically
handicapped people. HR has to convince the management to modify the policies so that they are not
denied job opportunities or discriminated in the workplace.

There are over two million educated persons with disabilities (PWDs) and the Government has
taken several measures -reservations, concessions, subsidies- for the welfare of the these people. These
educated PWDs can be employed in many areas such as business process outsourcing, insurance,
banking and also in manufacturing sector, Examples (a) Gitanjali group provides training to PWDs in
jewellery designing, and manufacturing for a period of six months and they have provided jobs to
about 1000 PWDs (b) Café Coffee Day, Coca Cola, Lemon Tree Hotel Chain have employed
differently-abled people (c) In BPOs where attrition rate is as high as 50%, the PWDs can work in
back end data processing.

(d) Retired Employees: There are a growing number of retired employees who are choosing
active professional life even after retirement. Their expectations are different from younger generation
of employees. i.e., Flexible working hours, working independently without being closely supervised,
respect for age and experience, etc. Example: Companies like Muthoot Finance has more than 4000
retired people (mostly ex bankers) working in their branches. RPG, Maruti, M&M also make use of
the services of retired people to undertake special functions such as quality assurance, R&D, business
development, liaison with banks and institutions.

(e) Loyalty towards organisation: In good old days, lifetime employment with a company was
a common feature among employees. Younger generation of employees does not want to be wedded
for lifetime to a particular organisation. Employees are open to change if the workplace is not
conducive or fails to meet their goals and aspirations. Management style is changing from autocratic to
more participative and collaboration style and it is evident from the leadership practices in
professionally run organisation.
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(f) Women employees: Out of a total population of about 120 crore, about 50 crore comprises of
working class. However, women constitute only about 12.5 crore of the workforce. Service sector
consisting of IT, BPO, travel, tourism, aviation, event management and financial services offers a
variety of jobs to women. The numbers are high at entry level and low at middle and senior positions.
Working women do experience stress and stress-related health problems as they have to balance
between office work and family obligations. There are individual situations such as post-natal period,
late working hours, working on holidays, etc., where HR has to create a favourable work environment
for women. Example: Semiconductor Chip Maker “Intel” has enhanced maternity benefits to 150 days
from the current three months. Besides new mothers returning from maternity leave can work part
time at full pay up to one month.

(g) Job sharing: Job sharing is suitable for people who are interested in doing part-time job.
Example: Retired employees, women employees and elderly employees.

11. Developing Welfare Facilities such as transportation, canteen, good physical working
conditions, and recreation cost money to the organisation.

Example: An office is a place where an employee spends good amount of time on day-to-day
basis. When the office ambience is pleasant, employee feel happy when reporting to work. Proper
lighting, ventilation, greenery etc. can help employee work more productively and many companies
give importance to office space management.

However, it has been observed that employees always demand additional facilities and this leads
to dissatisfaction among them.

12. Dealing with Trade Union and Safeguarding the Interests of Workers and Management:
The HR manager has to deal with union leaders and members of the union who very often oppose
company policies and procedures. He has to look into the demand of the union and at the same time,
protect the interest of the management and ensure that the work is carried out without any interruption.

Example: Dealing with union in nationalised banks and LIC is a challenging job.

Example: Major HR Challenges in Insurance Sector

1. Attracting Talented People: The organization may have a good image, high quality
products and advanced technology, but it will succeed only if has talented people working in the
organization. Service organizations have to attract, select, train and develop people. Insurance
companies compete with other sectors in the financial services arena, such as banking and
securities, for recruitment of fresh graduates and experienced people to meet present and future
needs. The companies face talent crunch, mounting attrition rate and difficulty in retaining good
performers: Insurance companies have to face the challenge of poaching of talented employees by
rival companies and rising employee turnover rate. Unfortunately, the insurance industry isn't
necessarily a destination for top students.

2. HR plays a critical role with respect to the development of a company’s sales force. An
assertive, outgoing personality is important for insurance sales personnel and they have to be
trained in the features and benefits of the products they sell and selling techniques. HR’s first
challenge is to identify candidates who will be productive representatives. Turnover is relatively high
among insurance sales staff. Some leave sales altogether, while others leave for sales jobs in other
insurance companies or elsewhere in the financial services industry.
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3. Employee Motivation: Performance of the employee depends not only on technical
knowledge and skills but also his willingness to work. The management has to motivate the
employees so that they continue to perform well and contribute to the growth of the organization.
Both intrinsic (praising the good work done by the employee, appreciation letters, delegation of work,
etc.) and extrinsic motivation (higher pay, incentives rewards, vacation, etc.) methods can be used
to motivate the employees.

4. Managing Workforce Diversity: To-days’ workforce consists of people with differences in
age, education, experience, knowledge, skills and aspirations and it is a challenge to manager the
diverse group of employees.

5. Managing Sales Agents: Agents work behalf of the company and act as connection link
between the company and the customer. The agents play a major role in selling policies by building
up good relations with customers. The agents work under the guidance of the development officer
and they understand the needs of the customers and sell right type of policies for the right amount.
The development officers are also involved in recruitment, selection, training of agents. They
activate the existing agents and motivate the new recruits. LIC agents sell various products and
offer personalised services to the customers. They are paid commission based on the value of the
business generated. HR has to take initiative in determining and designing appropriate training
programmes for agents and officers on products, customer expectations, customer relations, selling
techniques and regulatory compliance.

6. Increasing Rate of Job Dissatisfaction and Deciding Competitive Pay Structure
7. Technology plays a major role in an insurance company’s operations, from the

development of the databases used in actuarial calculations to the creation of marketing tools. In
each company, HR must work closely with the information technology function to identify the
specific skills incoming personnel must possess to be able to make significant contributions from
their first day.

8. Regulatory Compliance may seem like an issue primarily confronting an insurance
company’s legal and product development departments, but HR departments must continuously
train managers, especially in the field, in a broad range of regulatory issues and supervisory issues
related to the sales agents.

Role of Human Resource Manager
HR manager plays different roles while dealing with employees and management on HR policies

and procedures. The role played by him depends upon the situation prevailing in the organisation. A
few examples are given below.

1. HR Role: He advises management on HR policies and procedures and effective management
of human resources. He is responsible for manpower planning, recruitment, selection, development
and performance measurement of employees.

2. Welfare Role: Advice and assistance in areas such as working conditions, recreation, welfare
amenities, co-operative society, housing, transport and canteen.

3. Administrative Role includes salary and wage administration and maintenance of records.
4. Legal Role: Handling of grievances, settlement of disputes, disciplinary and legal matters,

collective bargaining, etc.
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5. Change Agent: One of the important challenges of globalisation and liberalisation is the need
to increase the ability of the organisation to compete in the global business environment. He works as
a change agent and convinces the top management of the need for starting organisational development
programmes.

6. Counsellor: He plays the role of a counsellor while dealing with employee problems related to
health, career growth, interpersonal relationship, etc.

7. Trainer: As a trainer, he conducts classes for the employees during training programmes.
8. Problem Solver: HR manager also acts as a problem solver with respect to issues that involve

human resources.
9. Mediator/Peacemaker to settle disputes among employees as well as groups.
10. Evaluator: Identifying the impact of an intervention on individual and organisational

effectiveness.

Qualities of Human Resource Manager
HR manager should possess the following qualities, apart from a thorough knowledge of the

various aspects of the job gained through formal education and experience.
1. Interpersonal skills: The person should possess excellent interpersonal skills to understand

others. This will enable him to co-ordinate the activities with other departments in the organisation. He
will receive co-operation from people only if he understands the mind of others. Interpersonal skills
enable a person to get along with people in personal and professional life. These skills include verbal
(written or oral) and non-verbal (gestures, body language) communication and listening skills.

2. Emotional maturity: He has to maintain mental balance even under disturbed conditions. One
or two failures should not frustrate him. He sets personal example of self-discipline and maturity in
decision making.

3. Effective communication: He should be a good communicator and should be able to
communicate his thoughts, ideas or plans to the people in a simple manner and avoid confusion in the
mind of the people. He should be able to give orders and instructions, which will be easily understood
by his associates. He should be able to give a patient hearing whenever employees approach him with
their problems. He should ask for clarifications, thoroughly understand the problem and the situation
before giving his decision.

4. Problem solving techniques: He should know as to how to solve the problems and should
have the ability to inspire, motivate and direct employees. He should take an unbiased approach while
dealing with employee problems. Considering the changing business environment, HR managers have
to follow a proactive approach rather than a reactive approach. They have to anticipate the problems
and take remedial measures.

5. Initiative: HR is a developmental function and the manager has to take initiative while
performing his job. He may have to take pro-active steps for doing the right thing at the right time.

6. Personal integrity so that employee may repose confidence in him and mutual trust and
acceptability among his colleagues.

7. Discriminating skills: He should be able to discriminate between right and wrong, just and
unjust and merit and demerit.
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8. Accessible to the people: He should have high level of concern for people as well as for task.
He should create an atmosphere wherein people should be able to freely express their problems
without inhibitions. Normally, the manager sits in his cabin and expects people to come and meet him
for discussions. Another method would be to go around the office/factory and talk to people in an
informal way during and after office hours. This will enable him to know the pulse of the people and
get a first hand information of what is going on in the office or factory.

9. Knowledge worker approach: HR manager has to move away from industrial age approach
where people are controlled and managed and move towards the knowledge worker approach where
people are considered as assets. If people are treated with respect and fairness and they are empowered,
they will contribute to the growth of the organisation.

10. Negotiation skills: Negotiation is formal discussions between people who trying to reach an
agreement. Negotiation skills are important for reaching a consensus with labour union.

Personal Philosophy
In an organisation, employee’s are interested in getting adequate wages, fixed working hours and

career growth whereas management is concerned with maximum productivity and low personnel cost.
Different approaches have been adapted by the management in dealing with employees. However,
none of these approaches have been completely accepted by majority of the employees. What should
be the attitude of the management towards employees and how to deal with workers has been a matter
of controversy. The management attitude towards labour or workers has been termed as personnel
philosophy in the area personnel management.

However women continue to work at lover and middle level positions and Glass Ceiling prevents
there from taking higher positions in organisations.

1. Commodity approach towards labour: This is the traditional approach, popularly known as
‘Factor of Production’ approach or Mechanical Concept of labour. The approach considers labour as a
commodity that can be bought, used and thrown out at the will of the management. This is an
impersonal attitude towards workers and as a result the workers were more interested in protecting
their interest rather than increase the production. Commodity approach continued up to the end of 19th
century and workers were exploited by the management. Eventually trade unions were formed to
protect the rights and privileges of the workers.

2. The protective approach. After the First World War, employers realised welfare activities
will have a big impact on the productivity of labour in industries and started providing housing,
medical, canteen, restrooms, recreational facilities to labour. It was felt that the employer should treat
employees like their own wards. This goodwill approach or paternalistic approach was not appreciated
by employees and they wanted more wages in the place of these facilities. Over a period of time, they
started claiming these facilities as a matter of right and there are also legislations which made them
obligatory on the part of the employers.

3. Humanitarian approach or Social approach (1930) stressed that factory is a social system
and its employees are human beings. Employees differ from one another with respect to mental
emotions, sentiments and traditions and the management should recognise these differences. The
management should treat employees with respect and dignity so that they will put their heart and soul
in the work. The volume of work done is influenced by the attitude of the worker. A reciprocal
relationship exists between management and labour.
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Under industrial democracy, the labour has to be involved in determining the rules and
regulations under which they work. Workers’ participation in management and legal recognition are
positive developments in the management of labour in our country. After 1960, the personnel
philosophy became more people-oriented. Provision of fringe benefits became common in the
factories. In modern times, personnel management has been recognised as a profession, completely
focusing on human resources in the organisation.

Note: The manager has to balance between commodity, protective and humanitarian approaches in the
interest of the employees and the management. Of course, the manager should learn to act tough when the
situation warrants. Employees are assets for the organisation and when they are treated with respect and fairness,
they are motivated to perform better and contribute to the growth of the organisation.

Personnel Manual

Personnel Policy
Personnel policy is concerned with human resources in the organisation. It means manmade rules,

procedures, practices. A policy is a predetermined established guideline towards the attainment of
accepted goals and objectives. Policy relates to the fundamental framework of principles and rules,
which are used as reference information for decision making. Policies provide a clear idea of company
rules and regulations for the benefits of employees and it defines the strategy of the management.
Policies helps to avoid confusion, misunderstanding and bias in employee related decisions.

According to Edwin B. Flippo, “A policy is a man-made rule or predetermined course of action
that is established to guide the performance of work towards the organisation objectives. It is a type of
standing plan that serves to guide subordinate in the execution of their tasks”.

According to Koontz, Donnel and Weihrich, “Policies are the general statements of
understandings which guide or channel thinking and action in decision making. They limit the area
within which decision is to be made and ensure that decision will be consistent with and contribute to
objectives”.

Features of Personnel Policies
1. The scope of personnel policy is very vast and it includes policies and procedure with regard

to organisation goals, role of personnel department, human resource planning, recruitment, selection,
terms and conditions of employment, training, compensation, grievance redressal, employee
participation, safety and health, compliance of various labour laws etc.

2. Helps in decision making: Well drafted policies bring uniformity and consistency in various
decisions related to employees. It removes the chances of ad hoc decisions. Personnel policy contains
do’s and don’ts regarding all personnel matters and therefore, it helps in timely decision making.

3. Environment changes and flexibility: Personnel policies and practices may require
modification depending upon internal and external changes and it has to be flexible.
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4. Guidance to managers: Personnel policy provides necessary guidance to managers for
clarifying queries from employees regarding their and rights and privileges. The policy provides
guidelines for deciding a course of action for achievement of objectives.

5. Delegation. Policies are guidelines for delegated decision making and ensure consistency and
uniformity in managerial decisions.

6. Guidance to employees. It provides valuable information on terms and conditions of
employment, rights and privileges and answers to routine and recurring problems.

7. The HR policies, procedures and practices should meet Government laws and regulations and
organisational standards for ethical behaviour. Unethical HR Practices include the following:

 Favouritism in recruitment and promotion
 Not doing proper ‘Reference Check’
 Misuse of company assets and supplies
 Making false promises to employees
 Accepting costly gifts from employees and customers
 Bias in performance appraisal
 Fudging overtime statements
 Taking money from candidates

Personnel Manual
Practically all the organisations have policies and procedure to guide the managers and

employees in effectively discharging their responsibilities duties. Procedure is a systematic way of
doing the work. It shows the steps to be followed in carrying out certain kind of work. There are many
ways of communicating the policies and procedures to employees, examples, circulars, house journals,
intranet and documented policy manuals. Personnel policy manual is a document that contains detailed
explanations on personnel policies and procedures of an organisation. It is comprehensive document
which serves as a guide in decision making process.

Purposes of Personnel Manual
1. Professional approach to personnel management: A well prepared personnel manual

provides a systematic approach to administering company policies in a fair and consistent manner.

2. Written document: It is a written document and the managers can refer to the manual for
answering queries of the employees regarding employment terms and conditions of service.

3. Training material: Personnel manual can be used during training programme to explain
personnel policies and procedures to employees.

4. Avoids favouritism and discrimination: The policy is uniformly applicable to all the
employees in the organisation without any discrimination. The manager cannot come out with his own
interpretation to favour any particular employee. The employees are assured of fair and unbiased
decision on all personnel matters.
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Contents of Personnel Policy Manual
The manual contains policies, procedures and practices with regard to the following areas of

personnel management.
1. Company vision and mission statements

2. Code of conduct

3. Personnel philosophy

4. Role of personnel department

5. Objective of personnel manual

6. Authority of the personnel manual

7. Organisation structure

8. Human resources planning

9. Recruitment and selection

10. Induction and placement

11. Learning, training and development

12. Performance management
13. Employee service rules

14. Employee compensation

15. Employee benefits

16. Retirement benefits

17. Promotion, transfer, separation

18. Employee welfare

19. Safety, health and ecology

20. Grievance redressal

21. Disciplinary action

22. Employee participation

23. Trade union

24. Employee communication
25. Compliance of laws

The above list is not exhaustive and new policies, procedures and practices are included
depending upon the requirement.
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Guidelines for Personnel Policy Formation and Preparation of Personnel
Policy Manual

1. Personnel policies are influenced by many factors such as technological developments,
competition, attitude of the labour, Government regulations, management philosophy, etc.,
and these factors have to be considered.

2. The policies should be flexible to cope with changes in business environment.

3. The Personnel Manager/HR Manager is responsible for the preparation of the personnel
policy manual. It involves lengthy procedure and therefore it is a time-consuming job.

4. A committee consisting of HR manager and senior managers from different departments
should be formed for gathering information and preparing the draft policy.

5. The HR manager should lead the discussions; take suggestions and recommendation from
them on each and every aspect of the personnel policy.

6. While preparing the draft policy, the committee should also consider existing practices in the
company

7. The draft policy should cover all aspects of HRM and should meet the requirements of the
organisation. It should be written in a simple language for the benefit of the employees.
While preparing the policy on employee terms and conditions of service, financial
implications of the policy (employee compensation and benefits, travel, etc.) should be
considered.

8. The draft policy should be circulated to the top management/members of the managing
committee for their comments and suggestions.

9. The committee should consider all comments and suggestions and revise the draft policy.

10. The final copy incorporating all relevant points should be submitted to the management for
approval.

11. Once it is approved, additional copies of the manual (book form/loose leaf form in a file)
could be made for circulation. Normally, the policies are updated once in three years.
However, amendments can be made based on requirements.

12. The IT department can provide necessary support so that employees can access general
policies, procedures and practices through intranet also.

Summary

Human resource management is concerned with people working in the organisation. It is
concerned with procuring employees, developing and motivating them for higher performance. HR
manager has to cope with the changes in the business environment and the trends that include
workforce diversity, technological changes, globalisation, and movement towards a service society.
The HR manager, in consultation with senior management, has to formulate HR polices, practices and
programmes that meet the objectives of the organisation and the employees.



25Nature and Scope of Human Resource Management

Study Questions

1. Define Human Resource Management. Explain its functions and objectives.

2. What are the factors that have contributed to the change in HRM?

3. Describe the nature and scope of HR function in an organisation.

4. Describe the future trends which in your opinion will influence HRM activities. Is growing
cultural diversity a challenge to HRM?

5. As head of the Human Resource Management in a large organisation, what HRD strategies
would you suggest for long-term planning and growth?

6. Define HRM. What are the modern day challenges faced by today’s HR manager?

7. Explain the characteristics of today’s workforce.

8. What is personal philosophy? Explain with example.

9. The profile of HR manager has undergone lot of changes. Explain.

10. Write short notes on the following:

(a) Role of HR manager as a specialist

(b) HR manager as change Agent

(c) External forces influencing HRM

(d) Personnel Manual

(e) HR Policy

Assignment

Meet the HR manager working in manufacturing/service sector and find out the challenges faced
by him.
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