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4 Strategic Human Resource Management and Organisational Development

Perface

Liberalization and privatization have brought about changes in the business environment,
resulting in heightened competition and growth of the services sector. Changes in political,
economic, social, technological, and employment environments over the past decade have
caused organizations to confront several unique challenges to survive and to excel.  Human
Resource Management (HRM) has been the focus of intensive research recently, and in India
too, management of the human resources is slowly moving into a strategic realm. The basic aim
of this book is provide a comprehensive knowledge related to the concept of strategic HRM with
special reference to Indian context. The book tries to analyze the concept of Strategic HRM from
micro and macro perspectives and its effectiveness with respect to organizational performance.
The broad plan followed in this book is to look at strategic Human Resources (HR) policies and
practices, the various dimensions of strategic HRM and to incorporate the recent researches
done on the topic. The book also examines the perception of Indian managers and the role of
strategic HRM in Indian as well as global organizations operating in India. The book, further
discusses case studies from Indian and foreign global organizations operating in India.

An attempt has been made to deal with the subject matter comprehensively and efforts
have been made to concise it. The book is presented in twentyone chapters. In this book, the
focus is on the reality of "people management" in large, complex companies considered world
class in their management of people. All are among the top five best performing organizations
within their sector in India. In their diversity, they represent the kind of large organizations
found in the western world and face the challenges of present-day globalization. It is an attempt
to reflect on the experiences, concerns and aspirations of people at all levels in these companies
in India. This book will be of help to students, teachers, policy makers and practitioners of
management in India. This book is intended to be a basic text book for all undergraduate and
postgraduate students as a course of study, besides also being useful to practicing HR professional
and managers.

Dr. Ramakanta K. Patra
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Unit - I

To understand strategic HRM, it is necessary to have a firsthand knowledge of HRM.
This chapter, however, starts with a working definition of HRM and continues with
sections describing the origins of the concept and its subsequent development, and next
summarizing the reservations expressed about it. The differences, if any, between HRM
and Personnel Management, as practiced today and how HRM has been assimilated
into personnel management are then explored.

Definition of HRM
HRM can be defined as a strategic and coherent approach to the management of an

organisation’s most valued assets – the people working there who individually and
collectively contribute to the achievement of its objectives.

Categories of HRM Theories

Guest (1997) has identified three categories of HRM theory:
• Strategic theory, which identifies key environmental influences on HRM (Hendry

and Pettigrew, 1990) or classifies HR strategy in relation to models of corporate
strategy such as those produced by Miles and Snow (1978) and Porter (1980).

• Descriptive theory, which sets out to describe HRM in a comprehensive way by
classifying the content, as did Beer et al (1984).

• Normative theories, which are more prescriptive in their approach. These include
those advanced by Walton (1985) advocating a mutual commitment approach,
and the best practice list of Prefer (1994).

Concept of HRM1
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Hard and Soft varieties of HRM

The hard approach to HRM emphasises that people are important resources through
which organisations achieve competitive advantage. These resources have therefore to
be acquired, developed and deployed in ways that will benefit the organisation. The
focus is on the quantitative, calculative and business strategic aspects of managing human
resources is as ‘rational’ a way as for any other economic factor. It regards people as
human capital from which a return can be obtained by investing judiciously in their
development.

Soft HRM – The soft model of HRM traces its roots to the human relations school,
and emphasises communication, motivation, and leadership. The soft approach HRM
stresses the need to gain the commitment – the ‘hearts and minds’ – of employees through
involvement, communication and other methods of developing a high commitment, high-
trust organisation.

Matching Model of HRM

One of the first explicit statements of the HRM concept was made by Fombrun et al
(1984), part of the Michigan school. They held that HR systems and the organisation
structure should be managed in a way that is congruent with organisational strategy,
and hence, it is favoured by ‘matching model’. They further explained that there is a
human resource cycle which consists of four generic processes or functions that are
performed in all organisations. These are :

• selection – matching available human resource to jobs
• appraisal – assessing performance
• rewards – the reward system is one of the most underutilized and mishandled

managerial tools for driving organisational performance. It must reward short
as well as long-term achievements, bearing in mind that business must perform
in the present to succeed in the future.

• development – developing high quality employees.

 Rewards 

Performance Selection Appraisal 

Development 

Fig. HR Cycle
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Fig. HR as Business Partner Strategic Focus

Human Resource Management encompasses those activities designed to provide
for and co-ordinate the human resources of an organisation. The human resources of an
organisation represent its largest investment. In fact, government report shows that
approximately 73.0 per cent of national income is used to compensate employees. In
addition to wages and salaries, organisations often make other sizeable investment in
their human resource. Recruiting, hiring and training represent some of the more obvious
examples. Human resource management is a modern term for what has traditionally
been referred to as personnel administration or personnel management. The meaning of
Human and Person can be abbreviated as below:

HUMAN
H = Head with the human beings
U = Urges of higher nature
M = Memory (comparatively being lasting)
A = Analytical Mind
N = Norms (Social, Economic, Political and Organisational)
PERSON
P = Peculiarities of Labour  - Perishability of Colour
E = Emotional

Systems People 

Strategic partner 

Change agent 

Administrative 
Expert 

Organizational 
Focus 

Employee 
Champion 

Organisational
Focus

Change Agent

Strategic
Partner

Systems

Administrative
Expert

Employee
Champion

People
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R = Relating (Through  McGregar)
S = Sensitive, Superstitious, Supportive (group formation), Suggestive.
O = Objectives (Individual’s and group’s)

N = Norms (Social, Economic, Political, Organisational, Cultural and Historical).

The form “Management” has a wide concept, and it is pivotal to know what
management is before detailed discussion on Human Resource Management (HRM).
Management has been defined by Mary Parker Floett as, “The art of getting things done
through people”. But it is felt that management is much more than what is said in this
definition. Management is further defined as “That field of human behaviour which
manages them, organise, staff, direct and control human, physical and financial resources
in an organised effort, in order to achieve desired individual and group objectives with
optimum efficiency and effectiveness”. The term, human resources is quite popular in
India with the introduction of ‘Ministry of Human Resource Development’ in the Union
Cabinet. But most people may not know what exactly the term ‘Human Resources’ means.

According to Leon C. Megginson, the term human resources can be thought of as,
“The total knowledge, skills, creative abilities, talents and aptitudes and beliefs of the
individuals involved”. The term human resource can also be explained in the sense that
it is resource fix any natural resource. It does mean that the management can get and
use the skill, knowledge, ability, etc. Through the development of skills, tapping and
utilising them again and again. Thus, it is a long term perspective, whereas personnel is
a short term perspective. Human resources are also regarded as human factor, human
asset, human capital and the like. The terms labour and manpower had been used widely
denoting mostly the physical abilities and capacities of employees. The term personnel
had been used widely in the recent past to denote persons employed in any services.
Thus, this term denotes the employee as a whole but it does not clearly denote various
components of human resources like skill, knowledge, values etc.

Personnel vs. Human Resources at Various Levels
At the macro level the term human resources stands for the total sum of all the

components (like skill, and creative ability) possessed by all the people (employed, sub-
employed, unemployed, employers, owners etc.) whereas the form personnel even at
the macro level is limited to only employees of all organisations. Human resources even
at the organisational level includes all the component resources of all employees from
rank and file to top management level, all the employees like managing director, board
of directors, persons who work on honorary basis, experts drawn from different
organisations, and those people (particularly family members) influencing the human
resources of the group. In short, it includes the resource of all the people who contribute
their services to the attainment of organisational goals and others who contribute their
services inorder to create hurdles in the attainment of organisational goods. Further,
human resources include human values, ethos and the like.
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Thus, the human resources is much more broader than the term personnel either at
the components level or in organisational level or even at the macro level. Hence, human
resources management at organisational level (Man, Machine, Money, Materials and
Methodology) tasks mean management of the dynamic compounds (resources) of all the
people, may it be the owner or employment or directly or indirectly related at all levels in
the organisational hierarchy round the clock and throughout the year.

Personnel vs. Human Resource Management

 Personnel Management Human Resource Management

Personnel means persons employed. Personnel Human Resource Management, is the
Management is the management of people management of employees skills, knowledge,
employed. abilities, talents, aptitudes, creative abilities

etc.

Employee in personnel management is mostly Employee in human resource management is
 treated as an economic man as his services are treated not only as economic man but also as
exchanged for wage/salary. social and psychological man. Thus, the

complete man is viewed under this approach.

Employee is views as a commodity or tool or Employee is treated as a resource.
equipment which can be purchased and used.

Employees are treated as cost centre and Employees are treated as a profit centre and
therefore management controls the cost of therefore, invests capital for human resource
labour. development and future utility.

Employees are used mostly for organisational Employees are used for the multiple mutual
benefit benefit of the organisation, employees and

their family members.

Personnel function is treated as only an Human Resource Management is a strategic
auxiliary. management function.

From the above discussion, it has been observed that the traditional concept of
Personnel Department has been replaced with Human Resource Management. As a
research, the Department of Commerce, Schools of Management Studies, Department
of Personnel Management in various universities have begun calling this academic area
as Human Resource Management (HRM). Still, this process is in the state of transition.

Meaning of Human Resource Management
Different scholars have frequently used various terms regarding human resource

management, viz., 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 so on. Though these terms can be differentiated widely, the
basic nature of distinction lies in the scope or coverage and evolutionary stage. In simple
sense, human resource management means employing people, developing their resources,
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utilising, maintaining and compensating their services in term with the job and
organisational requirements.

Institute of Personnel Management, U.K. as defined and subsequently adopted by
Indian Institute of Personnel Management is as below:

“Personnel Management is a responsibility of all those who manage people as well
as being a description of the work of those who are employed as specialists. It is that part
of management which is concerned with people at work and with their relationships
within an enterprise. It applies not only to industry and commerce but to all fields of
employment”.

The definition given above can be summarised as below:
1. Personnel Management is a responsibility of all line managers in an organisation,

viz., general manager, production manager, marketing manager, finance
manager, etc., and it is a staff function, i.e., it is the function of personnel manager
who is appointed as a specialist. Thus, all managers in the organisations are
vitally concerned with personnel management as they must achieve
organisational goals through other peoples’ efforts.

2. Personnel Management is a part of management. This part is concerned with
the people and their relationship within an organisation.

3. This applies to all organisations in the universe, i.e., economic, social, political,
religious, etc.

Evolution of Human Resource Management
The development of personnel management in U.K. and USA was largely voluntary.

But in India, it emerged because of governmental interventions and compulsions. In the
beginning of 20th Century, various malpractices in the recruitment of workers and
payment of wages were prevalent which caused a colossal loss in production due to
industrial disputes. The Royal Commission on Labour in India (1931) under the
Chairmanship of J.H. Whitley recommended the abolition of the ‘Jobber’ system and the
appointment of labour officers in industrial enterprises to perform the recruitment function
as well as to look after the welfare of the employees. After independence, the labour
welfare officer was identified with the personnel manager created by legislation under
Section 49 of the Factories Act., 1849. Evolving along the years, a new approach the
human resource management has emerged.

Human Resource Management
Concern with the management of manpower or human resources has engaged the

attention of social scientists, economists, researchers, executives as well as management
thinkers since the early 19th century till the modern times. Robert Owen (1771-1858),
who successfully managed one of the largest spinning wills in Scotland, introduced and
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later on initiated a reformist movement for the improvement of the workers’ conditions.
He aimed at making the spinning mill, which he managed for more than 25 years, not
merely an efficient factory, but a well-governed human community, based on good living.
In his mill employees were given all the benefits. It was his duty to ensure them all the
means of good living to pay good wages to avoid unreasonably long hours of work, to
provide good houses and good food and clothing and reasonable prices, to make the
factory village a sanitary and pleasant place and, above all, to ensure to the children,
whether employed in the factory or not, the best education that sympathy and knowledge
could place at their command. In-spite of the reformist zeal of owner, however, the
impact of the workers cause, which he upheld, was not binding except for the enactment
of factory legislation for the protection of workers and the trade union movement which
were inspired by him.

Although Charles Babbage and Henry Towde, after Robert Owen, contributed
towards the formulation of a science of management, and also considered matters relevant
to man-management, it was Frederick Taylor who pioneered the introduction of scientific
methods in management more consistently than others. The ideas of Taylor and his
associates were founded essentially on the principle of specialisation through division of
work. Taylor not only proposed that work be divided into simple routine and repetitive
tasks so as to utilise minimum skills and abilities of workmen. He was also in favour of
specialisation of managerial jobs, along-with standardisation of working conditions,
machines and tools. To quote, “each man from the assistant superintendent down shall
have as few functions as possible to perform (and) if practicable, the work of each man
in the management should be confined to the performance of a single leading function”.
Taylor also introduced, and his associates (Gantt, Frank and Lillian Gilberth, Cooke and
Emerson) refined, the incentive schemes of wage payment to bring about correspondence
between efficiency and compensation. Taylor’s ideas were widely accepted and practised
in the Unites States and Western Europe. However, Taylorism met with strong criticism
with the emergence of the Human Relations School and the behavioural approach to the
problems of Human Resource Management. “The gravest weakness (of specialisation)”,
James Worthy observed, “was the failure of recognise and utilize property management’s
most valuable resources, the complex and multiple capacities of people. On the contrary,
the scientific managers deliberately sought to utilise as narrow a band of personality and
as narrow a range of ability as ingenuity could devise. The process has been fantastically
wasteful for industry and society”. It was, thus, contended that the fragmentation and
routinisation of work to the point where it loses significance has dire implications. The
organisation may suffer because the rewards for submissive compliances produce apathy,
indifference, non-involvement, and alienation on the part of workers. They become highly
dependent and incapable of solving problems and making decisions. The organisation
may become rigid and its members unwilling to accept and adapt to changes necessary
for growth and changing socio-economic conditions.

In the work of Taylor’s principles of scientific management, other classical writers,
including Mooney and Reiby, Max Weber, Gullick and Urwick, emphasised the
significance of the structure of organisation and the span of management to be essential
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for effective supervision, management and control. They also emphasised the importance
of the formal organisation, based on grouping of similar activities, followings revealed
that the grouping of persons according to similarities in their work may be contrary to
the natural development of human organisation for people often tend naturally to
organise on a basis other than the technical requirements of work. They may organise in
terms of sentiments, social customs, codes of behaviour, status, friendships, cliques. In
other words, co-operation may flow more in terms of the natural relationship of informal
organisation and not necessarily on groupings based on work arrangements and/or
economic incentives. Thus, an organisation may function best and the members highly
motivated when people in the organisation hold overlapping group membership. A
restricted span of control, postulated by classical management thinkers, has been pointed
out as a source of contradiction with the principle that there should be few levels in the
managerial hierarchy so as to reduce the administrative distance between the individuals
and, thus, to reduce red tape, waste of time and efforts. A narrow span inevitably leads
to an increase in the number of levels of management for a growing concern.

The implicit assumption of the classical approach to manpower management was
that the ability of the individual corresponds to the formal authority of the function. In
other words, it was assumed that authority tends to equal the capacity of the people
actually performing organisational function. A rational programme of personnel
administration was expected to promote the tendency on a closer examination. This
proposition was found to defend upon the sufficiency of administrative information
regarding the job content and individual capacities. The neo classical thinking questioned
the proposition on two grounds. They feel that the individual capacity could not be
assessed easily and it was difficult to bring about a proper match between individual
ability and career opportunities in the organisation. Moreover, the logic of formal
relationships was not the only logic prevailing in human organisations. The system of
power network of influence and the decision making processes were after known to be
at variance with the system prescribed by the formal authority structure.
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Case Study

Kansha Laboratories Ltd, Bhadarpur
Munna Lal was working as an accountant at Kansha Laboratories Ltd. Bhadarpur for nearly

three years. When his boss retired in the year 2000, R.K. Tandon, the company’s president, asked
Munna Lal to take over the charge of the Accounts department, and being head of the accounts
department of the company, he has to supervise eight employees working in his department.

After one year of taking over his new job, it has been very easy to work with all the eight
employees. All of them have been in their jobs for at least 3 – 4 years. They knew their jobs very
well, and they required very little time from Munna Lal for guidance. Because of Munna Lal’s
personal care and concern, everyone in the department had high regards for him.

Rekha, one of the employees in the department unfortunately become a completely different
story just after a year of Mr. Munna Lal’s occupying the accounts department. She is the senior
most in the department. She is brilliant and very good looking. Though her age and education are
not significantly different from her other seven colleagues, she commands a lot of respect from
them. When she used to finish her work she was helping others in completing their jobs. Rekha
is in her early 30s. She was the university topper in B.Com with accounting honours. But in the
last few months she has become headache for Mr. Munna Lal due to her unplanned leave and
sudden absence from the office as well as piled up pending works.

Rekha’s job is to handle general records of accounts department. She also acts as the accounts
department’s link to the service department. She provides advice and support to service on
anything having to do with credit, cost control, the computer system, and the like. She also looks
after the TA and DA account of the complaints from sales department about non-clearance of
their traveling bills. Some employees have even sent written complaints to the president about
the delay in clearing of their bills.

The first sign of the seriousness of the problem began three weeks ago. Rekha filled in sick on
both Friday and Saturday. Including Sunday she was on leave for three consecutive days, but she
came to work on Tuesday morning. She was looking like she had not slept in all these days. Mr.
Munna Lal called her into his cabin and in an informal manner tried to find out what was going
on. She was very open, and admitted that she had not been ill. She reported  in sick because she
did not have the emotional strength to come to work. She shared her ongoing problem that her
present marriage was in trouble. Her husband is a chronic drunkard, and for that reason he has
lost his third job in the past couple of months. Total liability of the family was on her shoulder,
including her children and other elderly family members. She had one school going son and two
younger daughters. Mr. Munna Lal encouraged her to keep her spirits up and assured to help her
within the framework of company’s existing HR policy.

Munna Lal was keeping a vigil on Rekha’s movements in the office, and found minor impact,
and she had taken three more days medical leave. But it is visible from her face that in the office
that she still is absent minded, and spends inordinate amount of time on the telephone. All the
problems are nothing but her personal life situation, and it was found that sometimes Rekha
became emotional and wept in the office.

Yesterday was the third working day of the new month. Rekha should have completed the
closing of last month’s books yesterday, which is an important part of her job. This morning,
soon after she arrived in the office, Mr. Munna Lal asked about the progress of her work. She got
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up and her eyes filled with tears, went to the ladies’ room. Munna Lal found that last month’s
books are still lying on her table. He opened them up, and found them incomplete. She has
already failed to complete within the deadline, and Munna Lal failed to understand, how to
complete the same and submit to the top management.

Questions
1. Do you think that Mr. Munna Lal is doing the work of personal management or

personnel management?
2. Is it necessary for a manager to manage the personal matters of employees rather

than personnel matters in an organisation? If so, why, and if not, why?
3. Mr. Munna Lal should have taken action for failing to meet the deadline by

Mrs. Rekha – What do you think?
4. Suppose you are in the position of Mr. Munna Lal, what action would you

have taken?
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