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BLOCK I: INTRODUCTION 

UNIT 1: CONCEPTUAL FOUNDATIONS; 

HUMAN ASPECT OF MANAGEMENT; 

HUMAN RESOURCE MANAGEMENT- 

CONCEPT, SCOPE AND IMPORTANCE 

Structure 

1.0 Objectives 

1.1 Introduction  

1.2 Conceptual foundations 

1.3 Human aspect of management 

1.4 Human resource Management 

1.5 Concept Human resource Management 

1.6 Scope Human resource Management 

1.7 Importance Human resource Management 

1.8 Let Us Sum Up 

1.9 Key Words 

1.10 Answers to Check Your Progress 

1.11 References 

 

1.0 OBJECTIVES  

 

Reading this unit will allow you to accomplish the following goals:  

• Understand what human resource management   

• Make a distinction between HRM and HRD 

• Follow the development and progression of HRM  

• Outline the roles and responsibilities of HRM  

• Paint a picture of an ideal environment for HRD. 
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viewing employees as valuable resources rather than mere 

costs. 

2. Resource-Based View (RBV) of the Firm: The RBV posits 

that a firm’s competitive advantage stems from its unique 

bundle of resources and capabilities, including its human 

resources. According to this perspective, HRM plays a 

critical role in developing and leveraging human resources 

to create sustained competitive advantage. 

3. Strategic Human Resource Management (SHRM): 

SHRM emphasizes the alignment of HRM practices with 

organizational goals and strategies. It suggests that HRM 

should be integrated into the strategic planning process to 

ensure that human resources are utilized effectively to 

achieve organizational objectives. 

4. Psychological Contract Theory: The Psychological 

Contract refers to the unwritten expectations and obligations 

between employees and employers. This theory highlights 

the importance of maintaining mutual trust and fulfilling 

promises between employers and employees to foster 

commitment and loyalty. 

5. Agency Theory
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Managers need to communicate transparently, involve 

employees in the change process, provide support, and 

facilitate adaptation to new ways of working. 

8. Work-Life Balance and Well-being: Recognizing the 

importance of employee well-being and work-life balance is 

essential for maintaining morale, productivity, and retention. 

Managers should promote flexible work arrangements, 

encourage self-care, and create a supportive environment 

that prioritizes employees’ physical, mental, and emotional 

health. 

 

1.4 HUMAN RESOURCE MANAGEMENT 

 

Human Resource Management (HRM) is the strategic approach to 

managing an organization’s most valuable assets - its people - to 

achieve organizational objectives effectively and efficiently. It 

encompasses various functions and activities aimed at recruiting, 

developing, retaining, and managing employees throughout their 

employment lifecycle. Here are some key components of HRM: 

1. Recruitment and Selection: HRM involves identifying 

staffing needs, attracting qualified candidates, and selecting 

the best-fit individuals to fill vacant positions within the 

organization. This process includes job analysis, job 

description creation, candidate sourcing, screening resumes, 

conducting interviews, and making hiring decisions. 

2. Training and Development: HRM is responsible for 

assessing the training needs of employees, designing and 

delivering training programs to enhance their skills, 

knowledge, and abilities. This may include orientation for 

new hires, job-specific training, leadership development, 

and career development initiatives. 
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naturally in a developed-oriented environment where the 

HRD mechanism and component systems are internalized. 

4.2 EMERGING CHALLENGES OF HR MANAGERS 

HR managers face a constantly evolving landscape with new 

challenges emerging regularly. Some of the emerging challenges 

include: 

1. Remote Work and Hybrid Workforces: The widespread 

adoption of remote work due to factors such as technological 

advancements and the COVID-19 pandemic has introduced 

challenges related to managing remote and hybrid 

workforces effectively. HR managers need to address issues 

such as communication, collaboration, performance 

management, and employee well-being in a virtual or hybrid 

work environment. 

2. Digital Transformation: As organizations embrace digital 

technologies to enhance efficiency and competitiveness, HR 

managers need to navigate the complexities of digital 

transformation. This includes implementing new HR 

technologies such as HRIS (Human Resource Information 

Systems), AI-powered recruitment tools, virtual onboarding 

platforms, and analytics for workforce planning and 

decision-making. 

3. Talent Shortages and Skills Gaps: Many industries are 

experiencing talent shortages and skills gaps, making it 

challenging for HR managers to find and retain skilled 

workers. This is particularly pronounced in specialized fields 

such as technology, healthcare, and engineering. HR 

managers must develop strategies to attract, develop, and 

retain top talent, including upskilling and reskilling 

initiatives. 

4. Diversity, Equity, and Inclusion (DEI): Organizations are 

increasingly recognizing the importance of diversity, equity, 
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and inclusion in the workplace. HR managers need to 

implement DEI initiatives to foster a culture of belonging, 

address systemic biases, and ensure equal opportunities for 

all employees. This includes diversity recruitment efforts, 

training on unconscious bias, and creating inclusive policies 

and practices. 
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management. This includes identifying future skill needs, 

developing leadership pipelines, and implementing 

succession plans to ensure continuity and sustainability in 

leadership and key roles. 

 

1.5 CONCEPT HUMAN RESOURCE 

MANAGEMENT 

 

Strategic approaches to acquiring, motivating, developing, and 

managing an organization’s human resources are known as human 

resource management (HRM). Corporate culture development is an 

area of expertise that aims to establish and implement programs that 

uphold the fundamental principles of a company and contribute to 

its overall success. Instead, than waiting to be informed what to do 

about hiring, paying, or training people, or handling employee 

relations issues as they come up, HRM is proactive and constantly 

anticipates what needs to be done. Human resource management 

strategies will incorporate several tasks that are common to 

personnel managers, including staffing planning, hiring, 

performance evaluation, compensation administration, training, and 

management development. Special programs meant to enhance 

communication systems, engagement, dedication, and productivity 

will be superimposed on top of these.  

 

There are three main interpretations of human resource 

management. First, employees are seen as a resource that can be 

enhanced by dedicating time and energy to their growth inside the 

company. Secondly, they are not material resources since they are 

human resources, which implies they have unique qualities. The 

method is based on the idea that humanizing corporate life and 

instituting human values inside the company are crucial. Thirdly, 

HR is concerned with more than just workers as people; it also takes 
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into account the organization’s social reality, units, and procedures. 

The dyadic unit, which consists of an employee and his or her 

supervisor, the teams that employees are a part of, the procedures 

that occur between teams, and the organization as a whole are all 

components of this model. Human resource management, at its core, 

is all about making people better. People are an organization’s most 

precious asset as they are the ones who provide, receive, and 

ultimately benefit from its goods and services. Human resource 

management (HRM) evolved from earlier methods and practices. 

Although it has its roots in the fields of behavioural science and 

human resource management, it encompasses much more. Human 

resource management goes beyond training and development in 

terms of scope and depth. It takes an interdisciplinary approach from 

start to finish. In order to achieve the organization’s goals more fully 

and meet the needs of its employees to an adequate degree, there is 

a scientific process that allows employees to continuously improve 

their competency and capability to play their current and future 

expected roles.  

 

When it comes to managing employees, HRM is like a 

manufacturing model. Human resource management is defined as 

an employee-centric approach that prioritizes the development of 

each worker’s full potential by encouraging open communication 

and feedback among workers in order to inspire strong dedication to 

the company’s long-term objectives. Make the most of it since it is 

a resource. Putting money into it is a smart move. Human resource 

management (HRM) is concerned with the organization of a 

company’s work as a whole as well as all the associated employment 

procedures that are necessary to do that task. An organization’s 

human resource management (HRM) strategy should encompass 

more than just “people practices” or human resources (HR). Both 

the individual and the group aspects are part of people management. 
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Conventional personnel management is reactive, siloed from the rest 

of the company, and unable to think strategically because its only 

purpose is to deal with low-level and unionized staff.  

 

Human resource management focuses on developing people and 

their skills, whereas conventional personnel functions primarily 

address personnel administration or management. Human resource 

management focuses on prevention, whereas personnel 

management focuses on treatment. The ever-changing strategic 

function of HRM is its defining characteristic.  

 

When conventional methods of managing employees’, performance 

fall short, HRM steps in to fill the void. A number of subsystems are 

meaningfully integrated into it, including: performance evaluation; 

career planning; training and development; organizational 

development; rewards; industrial relations; human resource 

information; and employee welfare and quality of work life. In 

addition to diverging from more conventional wisdom, the HRM 

perspective differs in its fundamental assumptions regarding human 

resources. Here are some of the key assumptions of human resource 

management:  

 

1) There is a wealth of unrealized potential inside every given 

organization’s members.  

2)These resources have limitless potential for growth.  

3) it’s more typical of self-growth than externally imposed 

development.  

4) As its members grow and develop, the organization grows and 

improves as a whole. 

5) The company continues to foster a culture that values harmonious 

relations between superiors and subordinates, teamwork, 

collaboration among diverse groups of people, open 
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communication, and most importantly, aligning the company’s 

objectives with the employees’ needs.  

6) Human resource management (HRM) is a top-down activity, 

meaning that upper management plans and strategies, and fosters an 

environment where HRM may thrive.  

 

Human resource management is a science with a lot of room for 

artistic expression. The “art” of practicing is fraught with perils, 

requiring one to make snap judgments and draw lessons from 

previous blunders.  

 

1.6 SCOPE HUMAN RESOURCE 

MANAGEMENT  

 

Human Resource Management (HRM) encompasses a wide range 

of functions and activities within an organization that are related to 

managing people and maximizing their performance to achieve 

organizational goals. The scope of HRM includes various aspects 

such as: 

1. Recruitment and Selection: HRM involves attracting, 

recruiting, and selecting qualified candidates for vacant 

positions within the organization. This includes developing 

job descriptions, advertising job vacancies, screening 

resumes, conducting interviews, and making hiring 

decisions. 

2. Training and Development: HRM is responsible for 

identifying the training and development needs of 

employees and designing programs to enhance their skills, 

knowledge, and abilities. This may include orientation for 

new employees, job-specific training, leadership 

development, and career development programs. 
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3. Performance Management: HRM establishes performance 

standards, evaluates employee performance, and provides 

feedback to help employees improve their performance. This 

may involve conducting performance appraisals, setting 

goals and objectives, and implementing performance 

improvement plans. 

4. Compensation and Benefits: HRM designs and administers 

compensation and benefits programs to attract and retain 

talented employees. This includes determining salary 

structures, administering employee benefits such as health 

insurance and retirement plans, and ensuring compliance 

with legal requirements related to compensation. 

5. Employee Relations: HRM manages the relationship 

between employees and the organization, ensuring a positive 

work environment and addressing employee concerns and 

grievances. This may involve developing and implementing 

policies and procedures, resolving conflicts, and promoting 

employee engagement and morale. 

6. Legal Compliance: HRM ensures compliance with labor 

laws, regulations, and organizational policies to minimize 

legal risks and liabilities. This includes staying up-to-date 

with changes in employment laws, handling employee 

relations issues ethically and legally, and maintaining 

accurate records related to employment. 

7. Health and Safety: HRM is responsible for promoting a 

safe and healthy work environment by implementing health 

and safety policies and procedures, conducting risk 

assessments, providing safety training, and complying with 

occupational health and safety regulations. 

8. HR Planning and Strategy: HRM aligns human resource 

strategies with organizational goals and objectives to ensure 

that the organization has the right people with the right skills 
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in the right positions at the right time. This involves 

workforce planning, succession planning, and developing 

HR strategies to support organizational growth and change. 

9. Employee Engagement and Well-being: HRM focuses on 

promoting employee engagement, satisfaction, and well-

being to enhance productivity and retention. This may 

involve initiatives such as employee wellness programs, 

work-life balance initiatives, and recognition and rewards 

programs. 

Overall, the scope of HRM is broad and encompasses all aspects of 

managing people within an organization to optimize their 

contribution to the organization’s success. 

 

1.7 IMPORTANCE HUMAN RESOURCE 

MANAGEMENT  

 

Human Resource Management (HRM) is crucial for organizations 

due to several reasons: 

1. Talent Acquisition and Retention: HRM is responsible for 

attracting, recruiting, and retaining talented individuals who 

can contribute to the organization’s success. By 

implementing effective recruitment and retention strategies, 

HRM helps ensure that the organization has the right people 

in the right positions. 

2. Employee Development and Performance Management: 

HRM plays a key role in developing employees’ skills, 

knowledge, and abilities through training and development 

programs. Additionally, HRM establishes performance 

management systems to evaluate and improve employee 

performance, leading to increased productivity and 

efficiency. 
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3. Legal Compliance and Risk Management: HRM ensures 

that the organization complies with labour laws, regulations, 

and employment standards to minimize legal risks and 

liabilities. By staying up-to-date with legal requirements and 

implementing appropriate policies and procedures, HRM 

helps protect the organization from potential lawsuits and 

penalties. 

4. Employee Relations and Engagement: HRM fosters 

positive employee relations by addressing employee 

concerns, resolving conflicts, and promoting a supportive 

work environment. Moreover, HRM implements initiatives 

to enhance employee engagement, satisfaction, and morale, 

leading to higher levels of productivity and retention. 

5. Strategic Alignment with Organizational Goals: HRM 
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The HR manager’s responsibilities are expanding in significance in 

an increasingly competitive global landscape. In addition to his 
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1.10 ANSWERS TO CHECK YOUR 

PROGRESS 

  

1. What is “Human Resource Management”? 

 2. What functions does a human resource department normally 

perform? 

 3. Explain the new roles of HR managers. 

  4. What functions does a human resource department normally 

perform? 

 5. Explain the new roles of HR managers. 
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within the HR function and create personalized 

development plans for employees 

 

2.1 INTRODUCTION 

 

Competency mapping is a strategic approach used by organizations 

to identify, assess, and develop the key competencies required for 

success in various roles within the company. In the realm of Human 

Resources (HR), competency mapping plays a crucial role in 

ensuring that HR managers possess the skills, knowledge, and 

abilities necessary to effectively support the organization’s goals 

and objectives. 

 

HR managers serve as vital conduits between employees and the 

organization, overseeing critical functions such as recruitment, 

talent management, employee relations, and organizational 

development. Their proficiency in key competencies directly 

impacts the organization’s ability to attract, retain, and develop 

talent while fostering a positive and productive work environment. 

 

This paper aims to explore the concept of competency mapping 

specifically tailored to HR managers, outlining the process, 

objectives, and benefits associated with this strategic approach. By 

understanding the competencies essential for HR managers and how 

competency mapping can be applied, organizations can optimize 

their HR functions and drive organizational success. 

 

In the following sections, we will delve into the key competencies 

required for HR managers, discuss the process of competency 

mapping, highlight its objectives, and explore the benefits it brings 

to both HR managers and the organization as a whole. Additionally, 

we will examine real-world examples and best practices to provide 
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insights into how competency mapping can be effectively 

implemented in HR management. 

Overall, competency mapping for HR managers serves as a valuable 

tool for enhancing HR effectiveness, aligning HR strategies with 

organizational goals, and fostering continuous improvement within 

the HR function. As organizations navigate an increasingly complex 
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8. Conflict Resolution: Conflict is inevitable in any 

organization, and HR managers need to be skilled in 

resolving conflicts in a fair and constructive manner. This 

includes listening to all parties involved, identifying 

common ground, and finding mutually acceptable solutions. 

9. Analytical Skills: HR managers need to be able to analyze 

data and metrics related to HR processes and initiatives. This 

includes tracking key performance indicators, identifying 

trends, and using data to make informed decisions. 

10. Ethical and Professional Behavior: HR managers are often 

privy to sensitive information and must maintain the highest 

standards of ethical behavior and professionalism at all 

times. 

2.3 EMPLOYER BRANDING 

 

Employer branding for an HR manager involves establishing and 

promoting the organization as an attractive employer in order to 

attract and retain top talent. Here are some strategies an HR manager 

can employ to enhance employer branding: 

1. Define the Employer Value Proposition (EVP): Work 

with key stakeholders to articulate what makes the 

organization unique and why it’s a great place to work. 

Highlight factors such as culture, career development 

opportunities, benefits, and work-life balance. 

2.
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6. Employee relations and conflict resolution: HR managers 

are responsible for managing employee relations and 

resolving conflicts in the workplace. This requires the ability 

to handle sensitive situations with empathy, fairness, and 

professionalism. 

7. Recruitment and talent acquisition: HR managers oversee 

the recruitment and hiring process, so they need strong skills 

in sourcing candidates, conducting interviews, and 

evaluating candidates’ qualifications. They should also be 

able to develop effective recruitment strategies to attract top 

talent. 

8. Performance management and coaching: HR managers 

play a key role in managing employee performance and 

providing feedback and coaching to help employees reach 

their full potential. This involves setting performance goals, 

conducting performance reviews, and providing ongoing 

support and guidance. 

9. Legal and compliance knowledge: HR managers need to 

have a solid understanding of employment laws and 

regulations to ensure that the organization complies with all 

relevant legal requirements. This includes laws related to 

hiring, discrimination, harassment, wage and hour 

regulations, and employee rights. 

10. Change management: HR managers often lead or support 

organizational change initiatives, such as restructuring, 

mergers, or process improvements. They need to be able to 

effectively communicate change, manage resistance, and 

support employees through transitions. 

11. Analytical skills and data-driven decision-making: HR 

managers should be able to analyse data and metrics related 

to HR processes and initiatives to make informed decisions. 

This includes tracking key performance indicators, 
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identifying trends, and using data to drive continuous 

improvement. 

12. Ethical and professional behaviour: HR managers are 

entrusted with sensitive information and must adhere to the 

highest standards of ethical and professional conduct. They 

should demonstrate integrity, confidentiality, and fairness in 

all aspects of their work. 

13. Define Proficiency Levels: Once the key competencies are 

identified, define proficiency levels for each competency to 

assess individuals’ skills and abilities. For example: 

• Basic: Entry-level knowledge or skills with limited 

experience. 

• Intermediate: Competent in the competency with 

some experience and the ability to work 

independently. 

• Advanced: Highly skilled with extensive experience 

and the ability to lead others in the competency area. 

14. Assessment and Evaluation: Use various assessment 

methods such as self-assessment, manager assessment, peer 

reviews, performance evaluations, and competency-based 

interviews to evaluate individuals’ proficiency levels in each 

competency area. 

15. Competency Framework Development: Develop a 

competency framework that outlines the required 

competencies, proficiency levels, and behavioral indicators 

for each competency. This framework serves as a guide for 

HR managers and employees to understand expectations and 

development opportunities. 

16. Skill Gap Analysis: Compare individuals’ proficiency 

levels against the desired proficiency levels outlined in the 

competency framework to identify skill gaps. This analysis 
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helps HR managers understand areas where additional 

training or development is needed. 

17. Training and Development Planning: Based on the skill 

gap analysis, create personalized development plans for 

individuals to enhance their competencies. Offer training 

programs, coaching, mentoring, job rotations, and other 

developmental opportunities to support their growth. 

18. Performance Management: Incorporate competency-

based assessments into the performance management 

process to evaluate employees’ performance and provide 

feedback. Link performance goals to competency 

development to align individual objectives with 

organizational goals. 

19. Succession Planning: Use competency mapping data to 

identify high-potential employees and develop succession 

plans for key HR roles. Ensure that there is a pipeline of 

talent with the necessary competencies to fill critical 

positions in the future. 

20. Continuous Improvement: Regularly review and update 

the competency framework based on changes in the business 

environment, industry trends, and organizational needs. 

Continuously monitor and evaluate the effectiveness of 

competency mapping processes and make improvements as 

needed. 

Competencies of Human Resource Manager 

Human resource managers in modern organisation or in 

dynamic environment have to play multiples roles while 

managing the human resource. for instance, HR manager in 

a company has to act as decision maker, organizer, leader, 

counsellor, change facilitator, etc. For the effective 

performance of such roles, he requires a number of 

competencies. 
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should develop competencies to contribute to the estimated 

goals. 

Change Mastery: HR managers have to be able to manage 

change processes so that HR activities are effectively 

integrated with business needs of enterprise. this involves 

interpersonal and problem-solving skills, as well as 

nominatives and creativity. 

Personal Credibility: HR mangers must establish personal 

credibility in the eyes of their supervisors, peers and juniors. 

credibility and trust are earned by developing personal 

relationships with them, by demonstrating the values of firm, 

by being fair in dealing with others etc. 

 

Role of Competency Mapping in Development of Employees 

Human capital is an asset that must be valued, developed, and 

retained for an organization to operate efficiently. 

 

Organizations that possess sufficient financial resources, necessary 

infrastructure, cutting-edge technology, and effective business 

strategies are unable to operate efficiently in the absence of 

competent, developed, and talented personnel. Human resource 

management is a critical component of organizational functioning, 

encompassing not only self-management effectiveness but also the 

coordination, mobilization, and appropriate utilization of additional 

resources. Recognizing the worth of this valuable asset, 

organizations ought to assemble the most qualified personnel in 

accordance with their requirements and value. In order to prevent 

employee obsolescence, employed personnel should be 

appropriately trained and developed through means of assessing 

their competencies and recognizing shifts in the business 

environment. In the contemporary business environment, various 

factors contribute to change. These include technological 
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advancements, intense competition, evolving consumer preferences, 

a wide array of product options, computer-based automatic 

production systems, and frequently evolving business strategies. As 

a result, human resource development and training must be ongoing. 

Human resource development (HRD) encompasses a coordinated 

and integrated approach to enhancing and revising the knowledge, 

skills, abilities, and attitudes of an organization’s existing workforce 

in accordance with its requirements. 

 

Employee development can facilitate the professional and personal 

advancement of the organization, enabling personnel to cultivate 

strategic leadership, foster an effective work environment, ensure 

responsible job performance, establish productive interpersonal 

connections and communication skills, maintain amicable and 

functional workplace relationships, and enjoy a harmonious and 
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to deliver their utmost performance. Performance appraisal, goal 

setting, incentives, career planning, and succession planning are all 
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skills, along with a commitment to ethical and legal standards, HR 

managers can drive positive change, foster a culture of continuous 

improvement, and ultimately contribute to the overall success and 

sustainability of the organization. As the landscape of work 

continues to evolve, HR managers play a pivotal role in shaping 

workplaces that are not only efficient and productive but also 

inclusive, supportive, and conducive to the growth and development 

of every individual within the organization. 

2.6 KEY WORDS 

 

1. Strategic Thinking: Ability to develop long-term plans and 

initiatives to enhance employer branding and competency 

mapping aligned with organizational goals. 

2. Communication Skills: Proficiency in conveying the 

employer brand message effectively to internal and external 

stakeholders and facilitating discussions related to 

competency mapping. 

3. Analytical Skills: Capability to analyse data and feedback 

to make informed decisions regarding employer branding 

strategies and competency mapping frameworks. 

4. Relationship Building: Skill in fostering positive 

relationships with employees, candidates, and external 

partners to strengthen the employer brand and gather insights 

for competency mapping. 

5. Adaptability: Capacity to adapt strategies and approaches 

based on changing market trends, organizational needs, and 

feedback received during competency assessments. 

2.7 ANSWERS TO CHECK YOUR 

PROGRESS 

 

1. Begin by explaining the significance of employer branding in 

attracting and retaining talent. 
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2. Discuss how you would conduct an audit to understand the current 

perception of the organization as an employer. 

3. Outline strategies for aligning the employer brand with the 

organization’s values, culture, and vision. 

4. Detail methods for leveraging various channels such as social 

media, employer review platforms, and employee testimonials to 

enhance brand visibility. 

5. Define competency mapping and its importance in aligning 

individual skills with organizational goals. 

6. Describe the process of identifying key competencies required for 

different roles within the organization. 

7. Explain how you would conduct competency assessments, 

including interviews, observations, and competency-based tests. 

8. Discuss the development of competency frameworks or models 

tailored to the organization’s specific needs. 

 

2.8 REFERENCES 

Boyatzis, R. E. (1982). The Competent Manager: A Model for 

Effective Performance. Wiley. 

Spencer, L. M., & Spencer, S. M. (1993). Competence at Work: 

Models for Superior Performance. Wiley. 

Barrow, S., & Mosley, R. (2005). The Employer Brand: Bringing 

the Best of Brand Management to People at Work. Wiley. 

Sanghi, S. (2016). The Handbook of Competency Mapping. Sage 

Publications. 

Ulrich, D., Brockbank, W., Johnson, D., Sandholtz, K., & Younger, 

J. (2012). HR Competencies: Mastery at the Intersection of People 

and Business. Society for Human Resource Management. 

Rothwell, W. J., & Lindholm, J. E. (1999). Competency 

Identification, Modelling, and Assessment. Human Resource 

Development Quarterly, 10(2), 115–138 

 



Human Resource Management - 46 
 

planning, and the development of targeted interventions 

to address emerging challenges and opportunities. 

• Cultivate Strategic Partnerships: Collaborate with 

internal stakeholders and external partners, including 

business leaders, industry associations, and educational 

institutions, to align HRM practices with broader 

organizational strategies and industry best practices, 

driving sustainable business growth and competitive 

advantage. 

3.1 INTRODUCTION 

 

The landscape of Human Resource Management (HRM) has 

undergone profound transformation in recent years, driven by a 

confluence of factors such as workforce diversity, technological 

advancements, organizational restructuring, empowerment 

initiatives, and Total Quality Management (TQM) principles. In this 

rapidly evolving environment, the role of HRM has shifted from 

traditional administrative functions to a strategic partnership that 

plays a pivotal role in shaping organizational culture, driving 

innovation, and enhancing performance. 

 

Workforce diversity has emerged as a cornerstone of modern HRM, 

reflecting the increasing globalization of business and the 

recognition of the value that diverse perspectives bring to 

organizational success. With demographic shifts and multicultural 

workplaces becoming the norm, HRM is tasked with fostering an 

inclusive environment that celebrates differences and harnesses the 

collective strengths of a diverse workforce. 

 

Simultaneously, technological change has revolutionized the way 

organizations operate and manage their human capital. From 

automation and artificial intelligence to data analytics and digital 
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closely with other functions to drive organizational success. By 

leveraging workforce diversity, harnessing technological 

advancements, navigating restructuring challenges, empowering 

employees, and embracing TQM principles, HRM can position 

organizations for sustainable growth and competitive advantage in 

the 21st-century business environment. 

 

3.2 CHANGING ROLE OF HRM- 

 

The role of Human Resource Management (HRM) has been 

evolving significantly over the past few decades and continues to do 

so in response to changes in the business environment, technology, 

workforce demographics, and societal expectations. Some of the 

notable shifts in the role of HRM include: 

1. Strategic Partner: HRM has moved away from being 

merely an administrative function to becoming a strategic 

partner within organizations. HR professionals are 

increasingly involved in strategic planning and decision-

making processes, aligning HR practices with overall 

business goals and objectives. 

2. Talent Management and Development: HRM now 

focuses more on attracting, retaining, and developing talent 

within organizations. This includes implementing effective 

recruitment strategies, providing training and development 

programs, and creating opportunities for career advancement 

to foster employee engagement and productivity. 

3. Employee Experience: There’s a growing emphasis on 

enhancing the employee experience throughout the entire 

lifecycle, from recruitment to retirement. HRM plays a 

crucial role in designing and implementing initiatives to 

improve workplace culture, foster inclusivity, and promote 

work-life balance. 
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4. Data-Driven Decision Making: With the advent of HR 

analytics and technology, HRM has become more data-

driven. HR professionals now use data and metrics to assess 

workforce trends, measure performance, and make informed 

decisions about talent management strategies and 

investments. 

5. Adapting to Remote Work and Gig Economy: The rise of 

remote work and the gig economy has led HRM to adapt its 

practices accordingly. HR professionals are tasked with 

managing virtual teams, implementing flexible work 

arrangements, and addressing the unique challenges 

associated with remote work and contingent workers. 

6. Change Management and Organizational Agility: In 

today’s rapidly evolving business landscape, HRM plays a 

crucial role in change management and building 

organizational agility. HR professionals are responsible for 

facilitating smooth transitions during periods of 

organizational change, fostering a culture of innovation, and 

developing agile work processes. 

7. Employer Branding and Reputation Management: HRM 

is increasingly focused on building and managing employer 

branding and reputation. HR professionals work to cultivate 

a positive employer brand, both internally and externally, to 

attract top talent and maintain a favorable reputation in the 

marketplace. 

8. Compliance and Risk Management: Ensuring compliance 

with labor laws, regulations, and ethical standards remains a 

core responsibility of HRM. HR professionals must stay up-

to-date with changing legislation and implement policies and 

procedures to mitigate legal and reputational risks. 
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3.3 WORKFORCE DIVERSITY 

 

Workforce diversity refers to the presence of individuals from a 

wide range of backgrounds, demographics, and experiences within 

an organization. Effective management of workforce diversity is 

essential for organizations to leverage the full potential of their 

employees and create a culture of inclusion. Human Resource 

Management (HRM) plays a critical role in promoting and 

managing workforce diversity in the following ways: 

1. Recruitment and Hiring: HRM is responsible for 

designing and implementing recruitment strategies that 

attract a diverse pool of candidates. This includes reaching 

out to underrepresented groups, utilizing diverse recruiting 

channels, and implementing bias-free selection processes to 

ensure equal opportunities for all applicants. 

2. Diversity Training and Education: HRM facilitates 

diversity training programs to educate employees about the 

importance of diversity and inclusion, as well as to promote 

awareness of unconscious biases. These programs help 

foster a culture of respect and appreciation for differences 

among employees. 

3. Policy Development and Implementation: HRM develops 

and enforces policies and procedures that promote diversity 

and prevent discrimination in the workplace. This may 

include anti-discrimination policies, equal opportunity 

policies, and harassment prevention policies. 

4. Promotion of Inclusive Work Culture: HRM plays a 

crucial role in fostering an inclusive work culture where all 

employees feel valued and respected. This may involve 

organizing diversity and inclusion initiatives, supporting 
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employee resource groups, and encouraging open 

communication and collaboration among diverse teams. 

5. Performance Management and Feedback: HRM ensures 

that performance management processes are fair and 

objective, regardless of employees’ backgrounds or 

demographics. Providing regular feedback and recognition 

based on merit helps create a supportive environment where 

all employees have equal opportunities for growth and 

advancement. 

6. Conflict Resolution and Mediation: In situations where 

conflicts arise due to diversity-related issues, HRM 

facilitates conflict resolution and mediation processes to 

address concerns and promote understanding among 

employees. This helps prevent tensions from escalating and 

maintains a harmonious work environment. 

7. Monitoring and Measurement: HRM collects data and 

conducts regular assessments to monitor the effectiveness of 

diversity initiatives and measure progress towards diversity 

goals. Analyzing workforce demographics, employee 

engagement surveys, and retention rates helps identify areas 

for improvement and guide future diversity strategies. 

8. Legal Compliance: HRM ensures that the organization 

complies with relevant laws and regulations pertaining to 

workforce diversity, including equal employment 

opportunity laws, affirmative action requirements, and 

diversity reporting mandates. Staying abreast of legal 

developments and implementing appropriate measures helps 

mitigate legal risks and maintain a fair and inclusive 

workplace. 
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3.4 TECHNOLOGICAL CHANGE 

Technological change has had a profound impact on Human 

Resource Management (HRM) practices, transforming the way HR 

functions operate and the strategies they employ. Here’s how 

technology has influenced HRM: 

1. Recruitment and Selection: Technology has revolutionized 

the recruitment process through the use of applicant tracking 

systems (ATS), online job boards, and social media 

platforms. HRM can now reach a larger pool of candidates, 

use algorithms to screen resumes, and conduct video 

interviews, making the recruitment process more efficient 

and effective. 

2. Training and Development: Technology-enabled learning, 

such as e-learning platforms, virtual classrooms, and mobile 

learning apps, has made training and development more 

accessible and flexible. HRM can deliver personalized 

training content, track employees’ progress, and provide 

continuous learning opportunities to enhance skills and 

knowledge. 

3. Performance Management: HRM has adopted technology-

driven performance management tools to streamline the 

performance appraisal process, provide real-time feedback, 

and set measurable goals. Performance management 

software allows for more accurate performance evaluations 

and enables HRM to identify areas for improvement and 

development. 

4. Employee Engagement and Communication: HRM 

leverages technology to foster employee engagement and 

facilitate communication within the organization. 

Collaboration platforms, internal social networks, and 

employee feedback tools enable HRM to create a sense of 
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community, promote transparency, and gather employee 

input for decision-making. 

5. Workforce Analytics: Advanced analytics tools enable 

HRM to gather and analyze data on various aspects of the 

workforce, including demographics, turnover rates, and 

employee engagement. By leveraging workforce analytics, 

HRM can make data-driven decisions, identify trends, and 

predict future workforce needs. 

6. Remote Work and Flexible Arrangements: Technology 

has facilitated the rise of remote work and flexible work 

arrangements, requiring HRM to adapt policies and practices 

accordingly. HRM utilizes collaboration tools, video 

conferencing platforms, and remote monitoring software to 

support virtual teams and ensure productivity. 

7. HRIS and Automation: Human Resource Information 

Systems (HRIS) automate administrative tasks such as 

payroll processing, benefits administration, and employee 

record-keeping, freeing up HR professionals to focus on 

strategic initiatives. Automation improves efficiency, 

reduces errors, and enhances compliance with regulations. 

8. Talent Analytics and Predictive Modeling: HRM employs 

talent analytics and predictive modeling techniques to 

forecast future workforce needs, identify high-potential 

employees, and develop succession plans. By analyzing data 

on employee performance, skills, and career aspirations, 

HRM can make informed decisions to optimize talent 

management strategies. 

9. Employee Well-being and Wellness Programs: 

Technology supports employee well-being initiatives by 

offering wellness apps, wearable devices, and online 

resources for stress management, mental health support, and 

work-life balance. HRM leverages technology to promote a 
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healthy and supportive work environment that enhances 

employee satisfaction and productivity. 

 

3.5 RESTRUCTURING HRM 

 

Restructuring HRM involves reevaluating and reshaping the 

functions, roles, and processes within the Human Resource 

Management department to better align with organizational goals, 

improve efficiency, and meet the changing needs of the workforce. 

Here’s a step-by-step guide on how to approach restructuring HRM: 

1. Assess Current State: Begin by conducting a 

comprehensive assessment of the current HRM structure, 

processes, and capabilities. Identify areas of strengths, 

weaknesses, inefficiencies, and areas for improvement. This 

assessment may involve analysing HR metrics, gathering 

feedback from stakeholders, and benchmarking against 

industry best practices. 

2. Clarify Organizational Objectives: Align the restructuring 

of HRM with the broader organizational objectives and 

strategic priorities. Determine the specific goals and 

outcomes you aim to achieve through the restructuring 

process, such as improving employee engagement, 

enhancing talent management practices, or reducing 

administrative overhead. 

3. Define Roles and Responsibilities: 
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rewards are designed to recognize and reinforce 

behaviors that contribute to quality and excellence. 

• Continuous Improvement: HRM promotes a 

culture of continuous improvement by facilitating 

quality circles, cross-functional teams, and process 

improvement initiatives. By providing resources, 
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with stakeholders. During this unit, we will examine a multitude of 

facets pertaining to ethics and values. 

 

4.2 PERSONAL VERSUS PROFESSIONAL 

ETHICAL PRINCIPLES 

 

Personal ethical principles pertain to individual or collective values 

that are deemed desirable. While these principles may appear ethical 

or unethical at first glance, they should not be rigidly applied to day-

to-day activities. It reflects societal norms and expectations 

regarding the conduct of an individual or a group in a moral sense. 

Several personal ethical principles are outlined in the following 

section:  

 Compliance with the law; 

• Preserve regard for the privacy of others; 

• Prevent exploiting others favorably;  

• Tolerance for every living thing  

A person or group is compelled to adhere to ethical 

principles and practices by the ‘Halo’ effect, which 

promotes the formation of positive impressions rather 

than the ‘Horn’ effect, which negative ones.  

Professional ethical principles entail the following: 

Fundamentally, professional ethical principles pertain to 

matters of conduct within a particular vocation or 

profession. Numerous organizations, professions, and 

institutions have their own codes of conduct or codes of 

ethics. They are referenced by financial institutions such 

as banks in their respective reports. The ethical 

principles governing the medical profession are 

enshrined in the Hippocratic Oath, which physicians are 

obligated to recite prior to commencing their practice. 

Additionally, the Preamble to the Indian Constitution 
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encapsulates ethical principles such as solidarity and 

integrity. Whether governmental or non-governmental, 

every organization and institution prioritize certain 

principles and values, including but not limited to 

sincerity, punctuality, confidentiality, impartiality, and a 

similar “ethos” (the defining spirit of a community, its 

people, or a system).  

It is essential to establish a framework within which all 

individuals can comprehend and deliberate on matters of 

ethics. How are the boundaries between right and evil 

delineated? This unit endeavors to construct such a unified 

framework. 

4.3 ETHICAL ISSUES IN HR 

 

Of all the organizational issues or problems, ethical issues are the 

most difficult ones to handle or deal with. Issues arise in 

employment, remuneration and benefits, industrial relations and 

health and safety. 

 
Figure 1: Diagrammatic representation of HR Ethical Issues 

• Cash and Compensation Plans 

There are ethical issues pertaining to the salaries, executive 

perquisites and the annual incentive plans etc. The HR 

manager is often under pressure to raise the band of base 

salaries. There is increased pressure upon the HR function to 

pay out more incentives to the top management and the 

justification for the same is put as the need to retain the latter. 
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Further ethical issues crop in HR when long term 

compensation and incentive plans are designed in 

consultation with the CEO or an external consultant. While 

deciding upon the payout there is pressure on favoring the 

interests of the top management in comparison to that of 

other employees and stakeholders. 

• Race, gender and Disability 

In many organizations till recently the employees were 

differentiated on the basis of their race, gender, origin and 

their disability. Not anymore ever since the evolution of laws 

and a regulatory framework that has standardized employee 

behaviors towards each other. 

In good organizations the only differentiating factor is 

performance! In addition, the power of filing litigation has 

made put organizations on the back foot. Managers are 

trained for aligning behavior and avoiding discriminatory 

practices. 

• Employment Issues 

Human resource practitioners face bigger dilemmas in 

employee hiring. One dilemma stems from the pressure of 

hiring someone who has been recommended by a friend, 

someone from your family or a top executive. 

Yet another dilemma arises when you have already hired 

someone and he/she is later found to have presented fake 

documents. Two cases may arise and both are critical. In the 

first case the person has been trained and the position is 

critical. In the second case the person has been highly 

appreciated for his work during his short stint or he/she has 

a unique blend of skills with the right kind of attitude. Both 

the situations are sufficiently dilemmatic to leave even a 

seasoned HR campaigner in a fix. 
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• Privacy Issues 

Any person working with any organization is an individual 

and has a personal side to his existence which he demands 

should be respected and not intruded. The employee wants 

the organisation to protect his/her personal life. 

This personal life may encompass things like his/her 

religious, political and social beliefs etc. However certain 

situations may arise that mandate snooping behaviors on the 

part of the employer. 

For example, mail scanning is one of the activities used to 

track the activities of an employee who is believed to be 

engaged in activities that are not in the larger benefit of the 

organisation. 

4.4 IMPORTANCE OF ETHICS 

 

Most of us would agree that it is ethics in practice that makes sense; 

just having it carefully drafted and redrafted in books may not serve 

the purpose. of course, all of us want businesses to be fair, clean and 

beneficial to the society. For that to happen, organizations need to 

abide by ethics or rule of law, engage themselves in fair practices 

and competition; all of which will benefit the consumer, the society 

and organization. 

Primarily it is the individual, the consumer, the employee or the 

human social unit of the society who benefits from ethics. 

 

In addition, ethics is important because of the following: 

1. Satisfying Basic Human Needs: Being fair, honest and 

ethical is one the basic human needs. Every employee desire 

to be such himself and to work for an organization that is fair 

and ethical in its practices. 

2. Creating Credibility: An organization that is believed to be 

driven by moral values is respected in the society even by 
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those who may have no information about the working and 

the businesses or an organization. 
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4.5 ROLE OF MANAGEMENT IN 

INCULCATING WORKPLACE ETHICS 

 

Management plays an essential role in inculcating workplace ethics 

in employees. Bosses need to set an example for their subordinates. 

You need to come on time if you expect your team members to reach 

office on time. 

 

Management needs to act as a source of inspiration for the 

employees. It is generally observed that team managers, leaders 

influence their team members to a large extent. Superiors strictly 

need to adhere to the rules and regulations of the organization for 

their employees to follow the same. 

 

Remember, you have no rights to scold your subordinates if you 

yourself are at fault. Moreover, no one would bother to listen to you 

as well. Don’t expect your team members to sit till late if you 

yourself leave early. 

 

It is the role of the management to motivate the employees and guide 

them as to what is right and wrong. 

 

A Boss is like the captain of the ship. It is your responsibility to take 

your team members along and provide constant mentoring. 

Rebuking is not the only solution. If you know one of your team 

members is meeting his girlfriend during office hours, do you feel 

insulting or criticizing in front of others would help? NO. Call him 

to your cabin or speak to him in private and make him realize that it 

is not morally correct to bunk office. You need to counsel him and 

make him understand his mistake politely. Trust me, being rude 

would make the situation worse. Do not discuss the matter in front 
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of others. The other person might not like it. Your job is to make the 

other person feel guilty and realize that indeed he has done 

something wrong. Believe me; he would never repeat his mistake. 

 

Constant communication between the management and employees 

is of utmost importance in inculcating workplace ethics. 

Management ought to be transparent with its employees. Let them 

have a say in company’s decisions. Let them decide what is right 

and what is wrong for them. Sit with them, discuss, brainstorm ideas 

and listen to what they have to say. Never ignore their opinions. Let 

them come out with their grievances. 

 

Lend a sympathetic ear to their problems as well. Try to provide 

them a solution. If you feel most of your employees have a problem 

coming to office early as they in any case have to stay back till late 

in the evening as per the client’s availability, please adjust the office 

timings accordingly. How can you expect your employees to reach 

office sharp at 8 AM when they are leaving for the day at 10 PM. 

 

Rules and regulations should not act as a hindrance in their 

performance. Be realistic and logical. If the problem is genuine and 

faced by a major chunk of employees, there is no harm in changing 

the policies. Think from the employee’s perspective as well. Policies 

should not be too rigid. 

 

4.6 IMPORTANCE OF EMPLOYEE CODE 

OF CONDUCT 
 

Employee code of conduct guides individuals as to how they 

should behave at the workplace. Employees need to be aware as to 

what is expected out of them in the office. You just can’t behave the 

same way at office as you behave at home. Your Boss can be your 
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best friend outside office but at work you have to respect him and 

also treat him like your superior. 

 

Employee ethics is essential for maintaining discipline at the 

workplace. Management needs to be liberal with the employees but 

there has to be some element of fear also in the minds of employees. 

If the superiors are too friendly with their subordinates, there are 

chances they might start taking undue advantage of the friendship. 

There has to be a balance always. 

 

Yes, organization’s policies ought to be employee friendly but that 

does not mean employees come to office at 11 AM just because they 

cannot get up early in the morning. There has to be a genuine reason 

for everything. 

 

There has to be a proper dress code for employees. Individuals just 

can’t enter into the office wearing anything. Employee code of 

conduct decides what individuals ought to wear to office. Some 

organizations are very particular of what their employees wear to 

work. Let us go through an example: 

 

Organization A did not instruct employees about their dress code. 

There was really no strictness as far as dress code was concerned. 

One fine day; Paul came to office wearing T shirt and Capri. 

 

The same day, one of Organization A’s esteemed clients came for 

site visit. Trust me, the moment the client met Paul, he was rather 

surprised. Understand, coming in jeans and T shirt to work does not 

stop us from working but it just reflects the non-serious and casual 

attitude of employees. 
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4.7 ETHICS IN HUMAN RESOURCE 

MANAGEMENT 

 

Shareholders, organization and the society and since employees are 

part of the society or organization, they are indirectly benefited. 

Nevertheless, ethics in human resource management has become a 

perennial debate of late! 

 

Discussions in ethics in HRD stem from employee relationships and 

whether or not there can be a standard for the same. 

 

Employee rights and duties and freedom and discrimination at the 

workplace are issues discussed and covered by most texts on the 

topic. Some argue that there are certain things in employment 

relationship that are constant others disagree with the same. 

 

For example, right to privacy, right to be paid in accordance with 

the work (fair compensation) and right to privacy are some areas 

that cannot be compromised upon. 

 

Ethics and Market System 

The kind of market system affects business and HR ethics; the latter 

thus becomes negotiable. In occupations where the market 

conditions do not favor the employees it is necessary to have 

government and labor union interventions in order to control the 

possible exploitation. 

 

In free market system, employees and the employer are almost 

equally empowered, negotiation create win situations for both the 

parties. Government or labor union interventions become harmful. 

Globalization has brought about the concept of globalizing labor; 

trade unions have started to decline and the role of HR as such in 
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issues like employee policies and practices has become a debatable 

topic. 

 

In fact, many people are of the opinion that HR is nothing but an 

arm of the stakeholders through which major strategic and policy 

decisions are divulged geared towards profit making! 

Though there can be no single opinion on ethics in HR that is 

convincing. 

 

Market in itself is neither an ethical institution nor unethical and no 

policies and procedures alone cannot govern and align markets to 

human wellbeing. However, the requirement of such policies and 

procedures can also not be denied. 

 

4.8 BASIC WORKPLACE ETHICS FOR AN 

ORGANIZATION 

 

Everyone should be subject to the same rules and regulations. It is 

imperative that all individuals, regardless of their status, salary, or 

distance from home to the workplace, arrive to the office punctually. 

A person cannot arrive late to the office on the grounds that his team 

is already present and working on his behalf because he is the team 

leader. The deduction of a day’s salary for tardiness from work, 

which is applicable to a clerk, ought to apply equally to the 

marketing manager.  

 

The company’s policies must be effectively communicated to all 

individuals. Transparency ought to be maintained at every tier of the 

hierarchy. Since employees constitute the foundation of any 

organization, they must be involved in the formulation of its goals 

and objectives.  
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An organization should demonstrate respect for its employees and 

anticipate reciprocal regard. Overly stringent rules and regulations 

should be avoided. An employee should not be expected to report to 

work two days prior to his wedding date. Please do not require an 

employee who is not feeling well to report to the office unless there 

is an urgent matter to attend to.  

It is crucial for management to continue to recognize that monetary 

compensation serves as a potent incentive for personnel. Everything 

is essential, including advancement, job satisfaction, and career 

development, but employee salaries are the most vital. It is 

unwarranted to withhold their compensation indefinitely, unless and 

until there is a genuine financial shortage.  

 

In the case of marketing and sales personnel, mobile phone and 

transportation expenses must be paid promptly. Avoid requesting 

superfluous invoices and documentation.  

 

It is unreasonable to require employees to be in the office round the 

entire year. Proficient human resource professionals are entrusted 

with the duty of creating and disseminating the holiday calendar to 

all employees in early January.  

 

Permit employees to celebrate their respective holidays in a positive 

manner and return to work with a smile on their face. In fact, permit 

them to celebrate the holiday spirit two days before the actual day.  

 

Request that they plan pre-festival potlucks at the place of 

employment. Permit them to don vibrantly colored attire and enjoy 

themselves. Rest assured, work never experiences such setbacks. 

Instead, employees develop a sense of loyalty towards the 



Human Resource Management - 77 
 

organization and consistently endeavor to perform at their highest 

level.  

 

Allow employees the necessary amount of space. Critical areas of 

responsibility must be communicated to employees on their very 

first day of employment. It is necessary to designate duties and 

obligations in accordance with an individual’s expertise and level of 

experience. An employee with a one-year tenure should not be 

expected to lead the marketing team. Employees require adequate 

training. New employees must be given a minimum of six months 

to acclimate to their new environment before joining an 

organization.  

 

It has been noted that employees tend to complain excessively when 

they are not adequately compensated. Ensure that workers receive 

what they merit. In addition to years of experience, salaries should 

be determined in the employee’s presence and in consideration of 

his or her position within the organization, prior total salary, 

responsibilities within the current system, and responsibilities. A 

subpar appraisal system is a significant factor contributing to 

employee attrition within a span of one year or so. Increments 

should be proportionate to both the performance and the quantity of 

effort an employee puts forth over the course of the year. 

Unnecessary favors violate the ethics of the workplace.  

 

Avoid being overly stringent with your staff. Avoid blocking every 

social networking site. Implementing a block on Facebook and 

LinkedIn as a means to monitor employee activity and prevent time 

wastage is suboptimal. 
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4.9 ETHICS AND TECHNOLOGY USE FOR 

HRM 

 

Today’s enterprises are driven by technology and innovation. Ethics 

are crucial in this field as they are in every other industry and 

business function due to the intense competition. Particularly 

considering that ethics is merely a tool for creation and is devoid of 

morals and ethics! Innovative products and services make their 

market debut on a daily basis, while others quickly become obsolete. 

This technology and innovation give rise to ethical concerns, given 

the intense competition to maintain a competitive edge through 

innovation.  

 

Data mining, privacy invasion, data theft, and workplace monitoring 

are prevalent and crucial concerns.  

 

Regarding technology, ethics are discussed in two contexts:  

One concerns whether the rate of technological advancement is 

beneficial to humanity, while the other either enables some to a 

significant degree while suffocating others. For example, 

technology has significantly supplanted humans in the workplace.  

In the initial scenario, we are obligated to contemplate the rate of 

technological advancement. There are numerous ramifications 

associated with this, including computer security, Trojans, spam that 

invades individuals’ privacy, and the fact that the technology 

promotes consumerism.  

 

Currently, the majority of data storage occurs on computer 

systems.  

 

The introduction of internet technology has resulted in global 

interconnection, enabling unauthorized individuals to remotely 
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access data. One such pitfall of innovation exists. The second, 

namely the rate of technological advancement, also gives rise to 

ethical concerns.  

 

As new products enter the market, older ones become obsolete. 

Indeed, innovation and technological progress are at the core of 

consumerism, which is generally detrimental to the economy and 

environment. The recent economic recession serves as an excellent 

illustration.  

Technological products are contributing to environmental 

degradation at an escalating rate. Several technological components 

contribute to environmental pollution, including computer displays, 

keyboards, and printer ink. All of these generate compounds that are 

resistant to simple decomposition.  

 

An additional significant ethical concern that arises in technology is 

the interface that exists between computers and technology. Many 

scientists believe that a conflict between humanity and technology 

will ultimately lead to the end of the planet. It has been asserted that 

technological progress will surpass the imagination of its creators.  

Without a doubt, technology has rendered certain occupations 

obsolete and supplanted personnel. Conversely, numerous 

individuals have attained positions of authority, whereas others have 

been profoundly hampered. This is notably true for nations in the 

third world.  

 

When manufacturing processes are outsourced, they either eliminate 

the need for in-house labor or take advantage of it under the guise 

of employment by negotiating lower prices. 
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4.10 RESOLVING AN ETHICAL DILEMMA 

 

Managers are tested in a professional environment when confronted 

with the task of resolving an ethical dilemma. When managers are 

confronted with circumstances that do not align with established 

protocols or the official code of conduct, they frequently experience 

negative consequences.  

 

One challenge associated with ethical decision making is that no 

single decision can be made in isolation from others; rather, each 

decision has repercussions on a multitude of others. Achieving a 

win-win situation requires striking a balance between these factors.  

Managers can adopt a variety of initiatives to resolve ethical issues, 

despite the absence of universally applicable golden principles. A 

succinct overview is provided below.  

 

Familiar with the Foundational Principles  

Regarding ethical decision making, problem resolution is guided by 

three fundamental principles. These are the tenets of utilitarianism, 

moral idealism, and intuitionism, respectively.  

 

The intuition principle operates under the condition that the HR 

professional or manager possesses sufficient expertise to 

comprehend the gravity of the situation and respond appropriately, 

ensuring that the ultimate decision does not inflict direct or indirect 

injury upon any individual involved.  

 

In contrast, the moral idealism principle posits that a definitive 

differentiation exists between good and evil, permissible and 

impermissible conduct, and that this distinction holds true across all 

circumstances. It therefore demands absolute adherence to the rule 

of law.  



Human Resource Management - 81 
 

 

The focus of utilitarianism is on the consequences or ramifications. 

The delineation between good and evil is indistinct; the emphasis 

lies on the circumstances and the resultant consequence. What is 

deemed acceptable in one setting might be deemed objectionable in 

another. It emphasizes that a decision is deemed appropriate if it 

leads to a positive improvement in the organization’s satisfaction.  

 

Discuss Moral Decisions  

Moral decisions require deliberation prior to being made; they 

should not be adopted lightly. Developing hypothetical situations 

and case studies, followed by collaborative ideation, is a highly 

recommended approach. This provides insight into previously 

unknown facets and expands the scope of comprehension and 

logical decision-making.  

 

Balance Sheet Methodology  

In the balance sheet approach, the manager documents the 

advantages and disadvantages of each decision. This aids in 

achieving a clearer understanding of the situation and improves the 

organization of the details.  

 

Facilitate Interactions Across the Hierarchy  

A recommended course of action is to vocally declare one’s position 

on a variety of ethical concerns in order to provide an unambiguous 

message to all organization members, particularly those who are 

more susceptible to being duped by unethical practices. 

Implementing this policy will deter employees from utilizing 

unethical methods.  

 

Consolidating Ethical Determination Progressing towards strategic 

management Ethical and moral issues are a constant source of 
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contention, and ethical perfection is virtually unattainable. An 

improved approach would be to incorporate ethical decision making 

into the organization’s strategic management. The means by which 

the HR manager obtains an alternative viewpoint to the conventional 

employee-centric or stakeholder-centric perspective. 

 

4.11 ETHICS MANAGEMENT PROGRAMS 

 

An employer or organization develops Ethics Management 

Programs in an effort to establish formalized procedures that 

guarantee the organization’s reputation for fairness, honesty, 

responsibility, and justice.  

Globally, ethical programs are developed with the following four 

considerations in mind:  

 

Placing oneself and the organization within the context of the 

broader social structure. 

 

Taking into account the progress and well-being of others (both 

internal and external clients) to the greatest degree feasible.  

Displaying reverence for the customs and rituals of others 

(organizational diversity).  

 

Critically assessing a given circumstance and its repercussions.  

Many of you may be wondering why ethics management programs 

are necessary when policies and procedures defining behavioral 

standards are already in place. The purpose of ethics programs is to 

ensure that established standards are adhered to consistently and that 

employees conduct themselves in a fair and honest manner towards 

the organization.  
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Positive outcomes of ethics programs for an organization include a 

reduction in unethical behavior and an additional line of defense 

against employee complaints alleging that the organization treats 

them unfairly. Nevertheless, the success of ethics programs is 

heavily reliant on the provision of managerial support and 

implementation of role models. Indeed, an abundance of research 

demonstrates that organizations are documenting their ethics 

programs in an effort to standardize employee conduct and are also 

developing implementation systems for the same.  

 

The establishment of ethics programs serves as a conspicuous 

illustration of organizations effectively conveying their expectations 

regarding employee interactions. Numerous organizations have 

implemented novel methods of communication and remind 

employees on an ongoing basis of their responsibilities. As an 

illustration, Lockheed Martin distributes a calendar and a computer 

screen saver that delineate the twelve foundational pillars of trust 

within the organization. In a similar fashion, Texas Instruments 

employs training programs and disseminates a 14-page booklet to 

communicate the ethical conduct standards.  

 

Thus, programs promoting integrity, impartiality, and ethics become 

essential prerequisites for the employment relationship. There are 

additional measures that contribute to the improvement of 

employment relationships. During the onboarding process, 

employees may participate in induction and orientation, flexible 

work arrangements (e.g., job sharing, compressed work weeks), and 

other activities that effectively communicate the organization’s 

ethical policies.  
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elimination, which involves rejecting a lot of individuals and leaving 

just those who are qualified for the position.  

 

suitable for employment purposes. In addition, selection is always 

the next step after recruiting, which is why people frequently use 

the phrase “recruitment” to refer to the entire process.     

 

The Reasons Behind and the Significance of Recruitment:  

These are some of the reasons why recruitment is so important 

to the organization:     

 

1. It assists in determining the current and future requirements of the 

organization, which is in conjunction with activities including 

personnel planning and job analysis.   

2. It expands the pool of job candidates, which presents the 

organization with a greater number of possibilities from which to 

choose the most suitable candidate for the organization from among 

the pool of candidates.   

3. As a result, it improves the success rate of the selection process 

by lowering the number of applicants that are either significantly 

underqualified or excessively qualified.   

4. It helps to lessen the likelihood that the job seekers, if accepted, 

would quit the company within a short period of time.   

54
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within the organization for example in chain groups etc. This 

job posting act as is an open invitation to all the employees 

working within /inside the organization, they can only apply for 
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5.2.3 What to look for in Prospective Candidates 

When assessing prospective candidates for a position, it’s essential 

to evaluate various factors to ensure they are the right fit for the role 

and the organization. Here are some key aspects to consider: 

1. Relevant Skills and Qualifications: Look for candidates 

who possess the specific skills, experience, and 

qualifications required for the role. This includes technical 

competencies, industry knowledge, certifications, and 

educational background relevant to the position. 

2. Cultural Fit: Assess whether the candidate’s values, work 

style, and personality align with the organization’s culture 

and values. Consider factors such as teamwork, 

communication style, adaptability, and commitment to the 

organization’s mission and goals. 

3. Experience and Track Record: Evaluate the candidate’s 

professional experience and track record of success in 

similar roles or industries. Look for evidence of 

achievements, contributions, and leadership qualities that 

demonstrate their ability to excel in the position. 

4. Problem-Solving and Critical Thinking: Assess the 

candidate’s problem-solving skills, creativity, and ability to 

think critically. Look for examples of how they have tackled 

challenges, overcome obstacles, and generated innovative 

solutions in previous roles or projects. 

5. Communication Skills: Evaluate the candidate’s 

communication skills, both verbal and written. Look for 

clear, concise communication, active listening, and the 

ability to articulate ideas effectively. Consider how well they 

communicate with different stakeholders, including team 

members, clients, and senior leaders. 

6. Adaptability and Resilience: Assess the candidate’s ability 

to adapt to change, handle pressure, and navigate ambiguity. 
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Look for evidence of resilience, flexibility, and a willingness 

to learn and grow in dynamic environments. 

7. Teamwork and Collaboration: Consider the candidate’s 

ability to work collaboratively with others and contribute 

positively to team dynamics. Look for examples of 

teamwork, leadership, and relationship-building skills that 

indicate they can work effectively with colleagues from 

diverse backgrounds. 

8. Ethical Conduct and Integrity: Evaluate the candidate’s 

ethical conduct, integrity, and professionalism. Look for 

evidence of honesty, reliability, and adherence to ethical 

standards in their past behavior and interactions. 

9. Motivation and Fit for the Role: Assess the candidate’s 

motivation for the role and their fit with the responsibilities, 

expectations, and career path it offers. Look for enthusiasm, 

passion, and a genuine interest in the position and the 

organization. 

10. References and Background Checks: Verify the 

candidate’s qualifications, experience, and reputation 

through reference checks and background screenings. 

Contact previous employers, colleagues, or other references 

to gather insights into the candidate’s performance, 

character, and suitability for the role. 

 

5.2.4 Recruitment Policy 

A recruitment policy outlines the principles, procedures, and 

guidelines that govern the process of attracting, selecting, and hiring 

employees within an organization. Here’s an example of what a 

comprehensive recruitment policy might include: 

1. Objective: The recruitment policy should begin by stating 

the overarching objective of the recruitment process, which 
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is typically to attract and hire qualified candidates who align 

with the organization’s values, culture, and strategic goals. 

2. Equal Employment Opportunity (EEO) and Diversity: 

Emphasize the organization’s commitment to providing 

equal employment opportunities and fostering diversity and 

inclusion. Ensure compliance with relevant laws and 

regulations prohibiting discrimination based on factors such 

as race, gender, age, religion, disability, or sexual 

orientation. 

3. Recruitment Planning: Define the roles and 

responsibilities of key stakeholders involved in the 

recruitment process, including hiring managers, HR 

personnel, and any external partners or vendors. Establish 

procedures for workforce planning, job analysis, and 

identifying staffing needs. 

4. Job Posting and Advertisement: Specify the methods and 

channels for advertising job vacancies, such as internal job 

boards, company website, job portals, social media 

platforms, or professional networks. Ensure that job postings 

are clear, accurate, and inclusive, with detailed information 

about the job role, qualifications, responsibilities, and 

application instructions. 

5. Candidate Sourcing and Screening: Outline the strategies 

and techniques for sourcing candidates, including proactive 

sourcing, employee referrals, networking, and recruitment 

agencies. Establish criteria and procedures for screening 

resumes, reviewing applications, and conducting initial 

assessments to identify qualified candidates. 

6. Selection Process: Define the steps and stages of the 

selection process, including interviews, assessments, and 

evaluations. Specify the criteria for evaluating candidates 

based on factors such as skills, experience, qualifications, 
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cultural fit, and potential for growth. Ensure that selection 

methods are fair, objective, and consistent across all 

candidates. 

7. Interviewing Guidelines: Provide guidelines for 

conducting interviews, including the composition of 

interview panels, types of interview questions, and interview 

techniques. Emphasize the importance of conducting 

interviews professionally, respectfully, and in accordance 

with EEO principles. 

8. Offer and Negotiation: Define the process for extending job 

offers to selected candidates, including compensation, 

benefits, and other terms of employment. Ensure 

transparency, fairness, and compliance with organizational 

policies and legal requirements. Provide guidelines for 

negotiating job offers and resolving any potential conflicts 

or discrepancies. 

9. Onboarding and Orientation: Outline the onboarding 

process for new hires, including orientation programs, 

training sessions, and integration activities. Ensure that new 

employees receive the necessary information, resources, and 

support to transition smoothly into their roles and the 

organization. 

10. Documentation and Recordkeeping: Specify the 

documentation requirements for the recruitment process, 

including job descriptions, interview notes, assessment 

results, offer letters, and other relevant documents. Establish 

procedures for maintaining accurate records and 

confidentiality of candidate information in compliance with 

data protection laws. 

11. Continuous Improvement: Emphasize the importance of 

continuous improvement in the recruitment process through 

feedback, evaluation, and benchmarking against industry 
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best practices. Encourage ongoing training and development 

for HR personnel and hiring managers to enhance 

recruitment skills and effectiveness. 

 

5.3 HUMAN RESOURCE FORECASTING;  

 

Human resource forecasting is a strategic process that involves 

estimating the future demand for and supply of human resources 

within an organization. It’s a critical aspect of workforce planning 

that helps ensure that an organization has the right talent in the right 

place at the right time to achieve its strategic objectives. Here’s an 

overview of the key steps involved in human resource forecasting: 

1. Environmental Analysis: Begin by analysing the external 

environment to identify factors that could impact the 

organization’s future workforce needs. This may include 

economic trends, technological advancements, industry 

regulations, demographic shifts, and competition. 

2. Internal Analysis: Evaluate the organization’s current 

workforce composition, skills, and capabilities. Review 

historical data on turnover rates, employee performance, 

promotions, retirements, and other relevant metrics. 

3. Forecasting Techniques: Use various quantitative and 

qualitative methods to forecast future workforce demand and 

supply. Quantitative methods may include trend analysis, 

regression analysis, and workforce modelling. Qualitative 

methods may involve expert judgment, surveys, and 

scenario planning. 

4. Demand Forecasting: Estimate the future demand for 

human resources based on factors such as business growth 

projections, expansion into new markets, changes in 

technology, and organizational restructuring. Consider both 

short-term and long-term demand factors. 
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5.4 LET US SUM UP 

 

Recruitment is an important HR function. It is seeking and attracting 

qualified candidates from a both internal and external source for job 

vacancies. Both the sources have their own advantages and 

disadvantages in comparison to the other and they depend on the 

vacancy to be filled. The recruitment process involves identifying 

the sources of qualified personnel, methods of their recruitment. the 

people responsible for the recruitment process, how would an 

organization attract good talent? A good recruitment plan envisages 

a well stated policy, a good organizational structure, procedure to 

identify sources, methods and techniques to tap the source and a 

continuous evaluation of its Programmes. 

 

5.5 KEY WORDS 

 

Effectively forecasting human resource” encapsulates the essence of 

ensuring accurate predictions and planning for future talent needs 

within an organization. Here are 5.5 key words related to this 

concept: 

1. Forecasting: The process of estimating future workforce 

demands and supply. 

2. Human Resource: Referring to the personnel, skills, and 

capabilities within an organization. 

3. Effectively: Signifying the importance of accuracy, 

reliability, and efficiency in the forecasting process. 

4. Talent: Denoting the skills, expertise, and competencies of 

individuals within the workforce. 

5. Planning: The strategic process of preparing for and 

addressing future human resource needs. 5.5. Anticipating: 

The act of predicting and preparing for potential future 

scenarios and changes in workforce requirements 



Human Resource Management - 103 
 

5.6 ANSWERS TO CHECK YOUR 

PROGRESS 

 

1. Define the term recruitment and explain how it is different from 

selection? 

2. Write short notes on Poaching and Outsourcing? 

3. What are the various factors affecting recruitment? 

4 What do you mean by recruitment? 
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UNIT 6: WORK LOAD ANALYSIS; JOB 

ANALYSIS; JOB DESCRIPTION AND 

SPECIFICATIONS 
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6.7 Key Words 
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6.0 OBJECTIVES 

 

After reading this unit you will be able to understand about;  

• Job Analysis and its process.  

• Job Questionnaire.  

• Job Description 

6.1 INTRODUCTION 

 

The Human Resource Management process really begins with 

deciding what the job entails. The main purpose of this unit is to 

show how to analyses a job and write a job description. We’ll see 

that analyzing jobs involves determining in detail what the job 

entails and what kind of people the firm hire for that job. 

 

Workload analysis involves assessing the quantity and complexity 

of work that individuals or teams are responsible for within an 

organization. It aims to ensure that workloads are balanced, 
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manageable, and aligned with organizational goals. By conducting 

a workload analysis, HR professionals can identify areas of potential 

overload or underutilization, optimize resource allocation, and 

enhance productivity and employee satisfaction. Job analysis is the 

process of systematically gathering, documenting, and analyzing 

information about a job role within an organization. It involves 

identifying the tasks, duties, responsibilities, and requirements 

associated with a particular job. Job analysis helps in understanding 

the nature of work performed, determining the qualifications and 

skills needed for the job, and establishing performance standards. 

This information is crucial for various HR functions such as 

recruitment, selection, training, performance appraisal, and 

compensation. A job description is a written statement that outlines 

the duties, responsibilities, qualifications, and other essential 

aspects of a particular job role within an organization. It provides 

employees with a clear understanding of what is expected of them 

in their role and serves as a basis for recruitment, performance 

evaluation, and career development. Job specifications, on the other 

hand, detail the qualifications, skills, knowledge, and experience 

required for a specific job. They help in assessing candidates’ 

suitability for the job during the recruitment and selection process. 

workload analysis, job analysis, job description, and job 

specifications - are fundamental to effective human resource 

management as they provide the foundation for various HR 

processes and activities aimed at optimizing organizational 

performance and employee satisfaction. 
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6.2 WORK LOAD ANALYSIS 

 

Methods for Analysing Workload  

 

The ability to monitor your team is the first step in doing a workload 

analysis. Although having a good understanding of what they are 

doing is helpful, it is not the only factor. In order to acquire useful 

insights into the management of the workload of the team, you are 

required to take these procedures. 

 

1. Establish the Objectives of Your Project  

The initial stage is to determine the objectives of the project. A goal 

is something that every project has, and having that objective in 

mind will help guide the remainder of the project, from the 

beginning to the end. If you do not have a crystal-clear picture of 

what you want to accomplish with the project, you will never be able 

to accomplish anything and will instead squander time, money, and 

resources on the project.  

 

2. Outline the Goals and Objectives of Your Project  

In order to comprehend the assignments that need to be assigned to 

your team, you must first comprehend the dimensions of the project. 

Through this, you will be able to have a better understanding of what 

is ahead in the project, and as a result, you will be able to devise 

tasks that will determine the workload for your team.  

 

3.Estimate the number of resources that you will require.  

A team’s resources include not only its members but also its raw 

materials, equipment, and everything else that is necessary for them 

to do the work that has been delegated to them. For this reason, you 

need to make a prediction regarding the resources that you will 

require, which includes your team, the skill sets that they possess, 

and nonhuman resources. Task by task is the most effective method 
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for doing this. You are able to determine all of the deliverables for 

the project as well as the activities that are required to deliver them 

by utilizing a work breakdown structure.  

 

 

 

4. Create a budget and make an estimate of the costs.  

Following the completion of the estimation of the resources that you 

will require, the next step is to determine the cost of each of these 

resources. This will result in the formulation of the budget for the 

project, which is an essential component of every project. 

Considering that you will be requesting those money in order to 

accomplish the project, it is imperative that it be as precise as you 

possibly can make it. The special significance of these cost estimates 

lies in the fact that they will establish whether or not it is feasible to 

recruit more staff members.  

 

5. Make a timeline of events  

You are in possession of everything necessary to make a timetable. 

Create a visual timeline that begins at the beginning of the project 

and concludes with the conclusion of the project. Map out your tasks 

on this timeline. In order to prevent delays, you should link the 

dependencies between the tasks, add milestones to assist you in 

tracking your progress, and provide a start and finish date to each 

individual work.  

 

6. Evaluate the current capacity of your resources in 

comparison to the need for those resources.  

Presently, you are in a position to examine the resources that you 

possess and evaluate them in relation to the requirements of your 

project. It’s possible that you have sufficient resources, an excessive 

number of resources, or not enough resources. The outcome of this 
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will determine whether or not you need to devote further resources 

to the project.  

 

6. Put together a group of people who have the necessary 

abilities.  

Include the team that you require in order to carry out the 

job. It is necessary for them to possess the abilities necessary 

to carry out the job in an appropriate manner. A staff that is 

capable of working together, whether in the office or 

remotely, is another thing that you are searching for. It is 

possible to organize some team-building activities for them 

to participate in if they have never worked together before.  

 

8. Stable the distribution of the workload by assigning 

tasks in an even manner  

You are now able to begin delegating work to the team now 

that the schedule has been established. Make sure that the 

tasks are distributed fairly among the members of your team. 

According to what was mentioned before, if one member of 

the team is carrying a log that is too heavy, it will slow down 

the project and might have a negative impact on morale.  

9. You should keep an eye on the availability of your 

resources and make sure that you have everything you 

require at the precise moment you require it. This will help 

you prevent over allocating resources and guarantee that 

your team is adhering to the timetable. During the course of 

the project, you have the ability to reallocate resources as 

required in order to maintain the project’s trajectory and 

maintain a balanced workload.  
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An Illustration of Workload Analysis  

For the purpose of providing a more convincing illustration 

of what workload analysis is, let us picture a project manager 

working for a manufacturing business who has been 

assigned the task of producing one hundred widgets. There 

are currently 500 distinct widgets being produced at the 

plant, despite the fact that the production facility has the 

capacity to manufacture one thousand widgets per day with 

a workforce of ten people.  

It is necessary for the project manager to investigate the resources 

that are at their disposal. When it comes to this particular project, 

the other project is merely employing a team of five people to 

deliver the 500 widgets. That leaves five people without a job 

assignment. The manager of the project has the ability to select one 

of the five workers who have not yet been assigned to be assigned 

to his project, which is expected to be finished within a day.  

On the other hand, the project manager will want to keep track of 

the progress that the individual working on his project is making 

while those hundred widgets are being produced. The project 

manager might be able to convince all five staff to work on the 

project, which would result in the project being completed five times 

quicker. Perhaps some of those personnel who are currently 

unassigned will be given additional responsibilities.  

 

Additionally, it is the responsibility of the project manager to 

monitor the availability of the manufacturing team. Within the event 

that there is sufficient time to wait for a day or more, the project 

manager will not be required to assign more than one or two 

personnel to the process. However, in the event that there is a limited 

supply of resources, the project manager will be tasked with 

determining the most effective way to distribute those resources in 



Human Resource Management - 110 
 

order to successfully complete the project. That is an examination 

of the workload.  

 

Techniques for Analysing Workload  

Even if our example of workload analysis was straightforward, it is 

helpful to have a better understanding of the process. It goes without 

saying that these computations do not have to be carried out 

manually. Tools that analyse workloads are available and can be of 

use. Here are a few examples.  

A workload chart is a chart that displays tasks on a calendar grid, 

indicating the amount of work that each member of the team is 

responsible for.  

 

Timesheets are a graphical or digital tool that may be used to record 

and keep track of the amount of time that each member of a team 

spends working.  

 

Dashboards that monitor workload by translating data into graphs 

and charts are referred to as workload tracking dashboards.  

 

Examining the Workload and Its Benefits  

The ability to ensure that each and every facet of a project is being 

monitored is an essential component of project management. Even 

if you are not aware of what is going on on a daily basis, you are 

still able to maintain control of a project and ensure that it stays on 

schedule. Certainly, this is the case with workload analysis, and the 

following are some of the reasons why this is the case.  

 

Facilitates the Avoidance of Resource Under- and Over-Assignment  

For a variety of reasons, it is crucial to have the ability to maintain 

a balanced workload for your staff. They run the danger of 

experiencing burnout and a decline in the morale of the team, both 
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of which are harmful to the success of your project if they are 

overworked. On the other side, if your team is not operating at their 

full potential and is not producing as much work, then they are under 

allocated within the organization. Keeping an eye on allocation and 

enabling project managers to implement workload balance are both 

benefits of doing workload analysis.  

Determines the Needs for Hiring and the Skill Gaps  

One additional advantage of conducting a workload study is that it 

offers a glimpse into the skill sets possessed by your team. Whether 

or not they require more training may be determined, which is 

beneficial to both them and the project. A project manager can 

determine whether additional resources are required to finish the 

task on time by monitoring the workload and determining whether 

or not additional resources are required. In order to demonstrate the 

necessity of additional personnel, they might provide this 

information to the executive team.  

 

Assists in the timely completion of projects  

One of the techniques that a project manager may use to ensure that 

projects are completed on time and without exceeding their budget 

is to do a workload analysis. The cost of resources occurs. If your 

team is running behind schedule, it will have a negative impact on 

your fiscal budget. It is possible that the project will be finished, but 

it will not be finished on time and will cost more than it was 

originally paid for. On the other hand, workload analysis helps to 

ensure that at least the labour component of the equation remains 

stable, which ensures that teams continue to operate at their full 

potential and remain productive.  

 

Ensures a Safe and Healthy Working Environment  

There have been a few instances in which we have discussed morale 

and the risk of deteriorating morale; nonetheless, it is worthwhile to 
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go into this topic more because it is such an essential component of 

workload analysis. If the members of your team are dissatisfied, they 

will not come up with their best effort. Putting them under an 

excessive amount of work is a certain method to make them 

unhappy, which in turn creates an uncomfortable working 

atmosphere for both them and the other employees. The situation is 

analogous to the introduction of a poison into the project, and it 

makes its way into every facet of the job. Analysis of the workload 

may be helpful in ensuring that the teams are functioning at their 

maximum capacity and spreading the burden in order to prevent 

unwarranted feelings of envy.  

 

Templates for the Analysis of Workload  

Templates are one method that may be utilized for workload 

analysis. There are hundreds of free project management templates 

available for Excel and Word that you can get from Project 

Manager. These templates allow you to handle every part of your 

project, from the beginning to the end.” Here are a few that can assist 

with the analysis of the workload.  

 

Template for the Resource Plan  

Planning the workload is necessary before you can even begin to 

examine it. With the help of our free resource plan template for 

Excel, you will be able to list all of your resources, as well as the 

cost of those resources, and then allocate them on a schedule set for 

many weeks in advance. 

 

Formal Template for Capacity Planning  

In order to determine the amount of production capacity that is 

required to satisfy demand, you may make use of our free capacity 

planning template for Excel. Although it is a helpful tool for 
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manufacturing, this free template for resource management may be 

applied to any project.  

 

A Template for a Timesheet  

Timesheets are one of the instruments that may be utilized to aid in 

the study of workload. For the purpose of keeping track of the 

amount of time spent working, this free timesheet template for Excel 

includes a list of the days, dates, start time, lunch start and end times, 

and other relevant information. Additionally, there are columns for 

total compensation, normal hours, and overtime pay included. 

 

6.3 JOB ANALYSIS 

 

Organizations consists of jobs that have to be staffed. Job Analysis 

is the procedure through which we determine the duties and skill 

required for a particular position and the characteristics of the person 

who should be hired for it. Job Analysis procedure helps to 

produce information that is required to write Job Description (a list 

of what the job entails) and Job Specification (what kind of people 

to hire for the job). The supervisor or HR specialist normally collects 

one or more of the following types of information via the Job 

Analysis: 

 • Work Activities,  

• Human Behavior,  

• Machines, Tools, Equipment and Work Aids, 

 • Performance Standards, 

 • Job Context and  

• Human Requirement. Uses of Job Analysis Information The 

information so collected through the process of Job Analysis is used 

for the following purposes: 
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 • Recruitment and Selection, 

 • Compensation 

, • Training and Development, 

 • Performance Appraisal, 

 • Discovering Unassigned Duties and  

• Legal Compliance,  

Steps involved in Job Analysis Process  

Step 1: Determine how you’ll use the information, since this will 

determine the data, you collect and how you collect them. Some data 

collection techniques – like interviewing the employee and asking 

what the job entails- are good for writing job description and 

selecting employees for the job. Other techniques, like the position 

analysis questionnaire, do not provide qualitative information for 

job description. Instead, they provide numerical ratings for each job; 

these can be used to compare jobs for compensation purposes. 

 

 Step 2: Review relevant information such as organizational charts, 

process charts and job description. Organizational chart shows the 

organization-wide division of work, how the job in question relates 

to other jobs, and where the job fits in the overall organization. The 

chart should show the title of each position and by means of 

interconnecting lines, who report to whom and with whom the job 

incumbent communicates. A Process Chart is a more detailed 

picture of work-flow. In its simplest form a process chart shows the 

flow of inputs to and outputs from the job you’re analyzing. Finally, 

the existing job description, if there is one, usually provides a 

starting point for building the revised job description. 

 

Step 3: Selection of representative position. There may be too many 

similar jobs, to analyses them all. For example, it is usually 
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unnecessary to analyze the jobs of 200 assembly workers when a 

sample of 10 jobs will do. 

 

 Step 4: Actually, analyses the Job by collecting data on job 

activities, required employee behaviors, working condition and 

human traits and abilities needed to perform the job. For this step, 

use one or more of the job analysis methods.  

Step 5: Verify the job analysis information with the worker 

performing the job and with his/her immediate supervisor. This will 

help confirm that the information is factually correct and complete. 

This review can also help gain the employee’s acceptance of the job 

analysis data and conclusions, by giving that person a chance to 

review and modify your description of job activities. 

 

Step 6: Develop a Job Description and Job Specification. These are 

two tangible products of the job analysis. The job description is a 

written statement that describe the activities and responsibilities of 

the jobs, as well as its important features, such as working 

conditions and safety hazards. The job specification summarizes the 

personal qualities, traits, skills and background required for getting 

the job done. It may be in a separate document or in the same 

document as the job description. Methods for Collecting Job 

Analysis Information. 

 

 There are various ways to collect information on a job’s duties, 

responsibilities and activities. There may be described as: 

• Interview Method. 

• Questionnaires. 

• Observation 

• Participants Diaries/ Logs. 

• Quantitative Job Analysis.  

• Internet Based Job Analysis 
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 Interview Method 

 Job analysis interview range from completely unstructured 

interviews to highly structured ones containing hundreds of specific 

items to check off. Managers may conduct individual interviews 

with each employee, group interview with group of employees who 

are performing same jobs, and/or supervisor’s interview with one or 

more supervisors who know the job. They use group interviews 

when a large number of employees are performing similar or 

identical work, since it can be a quick and inexpensive way to gather 

information. As a rule, the worker’s line manager attends the group 

session; if not, you can interview the supervisor separately to get 

that person’s perspective on the job’s duties and responsibilities. 

Whichever kind of interview you use, you need to be sure the 

interviewee fully understands the reason for the interview. There’s 

a tendency for workers to view such interviews, rightly or wrongly, 

as ‘efficiency evaluation’. If so, interviewees may hesitate to 

describe their jobs accurately.  

 

Some of the typical interview questions are as:  

• What is the job being performed?  

• What are the major duties of your position? What exactly 

do you do?  

• What physical location do you work in?  

• In what activities do you participate?  

• What are the job’s responsibilities and duties?  

• What are the basic accountabilities or performance 

standards that typify your work?  

• What are your responsibilities? What are the 

environmental and working conditions  

• involved?  
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• What are the job’s physical demands? The emotional and 

mental demands?  

• What are the health and safety conditions?  

• Are you exposed to any hazards or unusual working 

conditions?  

• Interviewing Guidelines  

 

To get the best information possible, keep several things in mind 

when conducting a job analysis interview.  

• Quickly establish rapport with the interviewee. Know 

the person’s name, speak in easily understood language, 

briefly review the interview’s purpose and explain how 

the person was chosen for the interview.  

• Preferably follow a structured guide or checklist, one 

that lists questions and provides space for answers. This 

ensures you’ll identify crucial questions ahead of time 

and that all interviewers (if more than one) cover all the 

required questions.   

•
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job analysis information. You have to decide how structured the 

questionnaire should be and what questions to include.  Some 

questionnaires are very structured checklists. Here each employee 
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description, should result in a usable set of performance standards. 

Here are some examples:  

Duty: Accurately Posting Accounts Payable  

1. Post all invoices received within the same working day. 

2. Route all invoices to proper department managers for 

approval no later than the day following receipts. 

       3. An average of no more than three posting errors per month.  

Duty: Meeting Daily Production Schedule  

1. Produce no less than 426 units per working day. 
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7. Physical Requirements: Any physical demands associated 

with the job, such as lifting requirements, standing or sitting 

for long periods, or other physical activities. 

8. Salary and Benefits: Details about the compensation 

package for the position, including salary range, bonus 

potential, benefits (e.g., health insurance, retirement plans), 

and any other perks or incentives offered by the 

organization. 

9. Reporting Structure: Information about who the position 

reports to within the organization and any direct reports or 

team members that the employee will be responsible for 

managing or collaborating with. 

10. Career Path: Potential opportunities for advancement or 

career growth within the organization, including possible 

promotion paths or develo440.5U35 576(h)] edevelo440.5BT

000856s.
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• Job Questionnaire is used to develop a detailed 

information regarding a particular job 

• Diary/Log is used for daily listing made by workers of 

every activity in which they engage along with the time 

each activity takes.  

• Position Analysis Questionnaire is used to collect 

quantifiable data concerning the duties and 

responsibilities of various jobs. 

6.7 KEY WORDS 

Talent Acquisition: The process of finding, attracting, and hiring 

qualified people to fill job roles in an organization. 

Employee Relations: Managing the relationship between the 

employer and employees to maintain a positive, productive, and 

conflict-free work environment. 

Performance Management: A continuous process of setting goals, 

evaluating employee performance, giving feedback, and improving 

productivity. 

Training and Development: Activities that help employees learn 

new skills, improve existing skills, and grow in their careers. 

Compensation: The total financial rewards employees receive for 

their work, including salary, wages, incentives, and bonuses. 

Benefits Administration: Managing non-wage benefits such as 

health insurance, leave policies, retirement plans, and other 

employee perks. 

HRIS (Human Resource Information Systems): Computer-based 

systems used to store, manage, and process employee data and HR 

activities. 

Compliance: Ensuring all HR policies and practices follow labor 

laws, organizational rules, and government regulations. 

Leadership Development: Programs designed to build leadership 

skills and prepare employees for managerial and senior roles. 
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If you want, I can format these as part of your unit or as a glossary 

section. 

6.8 ANSWERS TO CHECK YOUR 

PROGRESS 

Q 1. Define Job Analysis?  

Q 2. Elaborate the process of Job Analysis?  

Q 3. Define Job Description?  

Q 4. Elaborate how to use Job questionnaire? 

Q. 5 Have concrete work standards been established?  

Q 6. Are there any personal attributes? 

Q 7. Are there any exceptional problems the incumbent might be 

expected to encounter in performing the job under normal 

conditions?  

Q 8. Describe the successful completion and/or end results of the 

job.  

Q 9. What is the seriousness of errors in this job?  

Q 10. To what job would a successful incumbent expected to be 

promoted? 
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7.0 OBJECTIVES 

 

• Job design aims to create roles that are fulfilling, 

challenging, and rewarding for employees, leading to higher 

levels of job satisfaction. 

• By structuring jobs to provide autonomy, skill variety, and 

opportunities for growth, job design seeks to increase 

employee engagement and commitment to organizational 

goals. 

• Well-designed jobs can lead to higher levels of productivity 

as employees are more motivated and able to perform their 

tasks effectively. 

• Job design efforts that focus on meeting the needs and 

preferences of employees can help reduce turnover and 

absenteeism by creating a positive work environment. 



Human Resource Management - 131 
 

• Job design considers factors such as workload, autonomy, 

and work-life balance to promote employee health and well-

being, reducing stress and burnout. 

• Job design practices such as job rotation and cross-training 

can increase organizational flexibility and adaptability by 

ensuring that employees have a diverse skill set and can 

perform multiple roles. 

• Jobs designed according to the principles of the job 

characteristics approach are more likely to meet the needs 

and preferences of employees, reducing turnover and 

absenteeism. 

• By providing opportunities for skill variety, autonomy, and 

feedback, the job characteristics approach supports 

employees’ personal growth and development. 

• Ultimately, the job characteristics approach seeks to enhance 

both individual and organizational effectiveness by creating 

jobs that are well-suited to the capabilities and motivations 

of employees. 

 

7.1 INTRODUCTION 

 

Job design is the process of structuring and organizing tasks, 

responsibilities, and roles within an organization to optimize 

productivity, efficiency, and employee satisfaction. It involves 

determining the content, structure, and arrangement of jobs to 

ensure that they are challenging, meaningful, and aligned with 

organizational goals. Job design plays a crucial role in human 

resource management (HRM) as it directly influences employee 

motivation, engagement, and performance. By creating jobs that are 

well-suited to the skills, abilities, and preferences of employees, 

organizations can enhance both individual and organizational 

effectiveness. 
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The job characteristics approach to job design is a framework 

developed by Hackman and Oldham in the 1970s. It emphasizes the 

relationship between specific job characteristics and their impact on 

employee motivation, satisfaction, and performance. According to 

this approach, there are five core job characteristics—skill variety, 

task identity, task significance, autonomy, and feedback—that 

influence three psychological states—experienced meaningfulness 

of work, experienced responsibility for outcomes, and knowledge of 

results. By enhancing these core job characteristics and 

psychological states, organizations can create jobs that are more 

engaging, fulfilling, and conducive to employee satisfaction, 

motivation, and performance. 

7.2 ELEMENTS OF JOB DESIGN 

 

1. Task Identity and Variety: 

• Task Identity: This refers to the degree to which the job 

involves completing a whole, identifiable piece of work. Jobs 

with high task identity allow employees to see the outcome of 

their efforts clearly, which can enhance motivation and 

satisfaction. 

• Task Variety: It pertains to the range and diversity of tasks 

within the job. Jobs with high task variety offer different 

activities and challenges, preventing monotony and boredom. 

2. Task Significance: 

• This element considers the impact and importance of the job on 

others within or outside the organization. Jobs with high task 

significance contribute to meaningful outcomes, fostering a 

sense of purpose and fulfilment among employees. 

3. Autonomy and Control: 

• Autonomy refers to the level of independence and discretion 

employees have in making decisions related to their work. Jobs 
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with high autonomy provide employees with the freedom to 

make choices and exercise judgment, which can lead to greater 

job satisfaction and creativity. 

• Control encompasses the extent to which employees can 

influence their work environment and processes. Having control 

over one’s work environment can contribute to feelings of 

empowerment and effectiveness. 

4. Feedback: 

• Feedback involves providing employees with information about 

their performance, results, and progress toward goals. Timely 

and constructive feedback helps employees understand their 

strengths and areas for improvement, enhancing motivation and 

performance. 

5. Skill Variety and Development: 

• Skill variety refers to the range of different activities and tasks 

that employees perform within their job. Jobs with high skill 

variety allow employees to utilize a diverse set of skills, which 

can enhance job satisfaction and engagement. 

• Opportunities for skill development involve providing 

employees with the chance to learn new skills, acquire 

knowledge, and grow professionally within their job. Investing 

in employee development not only benefits individuals but also 

strengthens the organization’s talent pool and competitiveness. 

 

7.3 METHODS OF JOB DESIGN: 

 

Job Enrichment: 

Job enrichment involves redesigning jobs to make them more 

challenging, engaging, and fulfilling for employees. This is typically 

achieved by: 
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Adding tasks that require higher levels of skill, responsibility, and 

autonomy. 

 

Providing opportunities for employees to make decisions and have 

greater control over their work. 

 

Offering opportunities for skill development and growth, such as 

training programs or mentoring. 

 

Job enrichment aims to enhance job satisfaction, motivation, and 

performance by making jobs more meaningful and rewarding. 

 

Job Rotation: 

Job rotation involves systematically moving employees through 

different tasks, roles, or departments within the organization. 

 

By rotating employees, organizations provide opportunities for 

employees to gain exposure to different aspects of the business, 

acquire new skills, and broaden their knowledge base. 

 

Job rotation can help prevent job monotony, increase employee 

engagement, and facilitate cross-functional collaboration and 

knowledge sharing. 

 

Job Enlargement: 

Job enlargement, also known as horizontal job expansion, involves 

expanding the scope of a job by adding more tasks or responsibilities 

of similar complexity and skill level. 

 

This method aims to provide employees with a greater variety of 

tasks to perform within their existing role, thereby reducing 

monotony and increasing job satisfaction. 
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Job enlargement can also help organizations utilize employees’ 

skills and capabilities more fully by tapping into their diverse 

talents. 

Flexible Work Arrangements: 

Flexible work arrangements involve offering employees options for 

when, where, and how they work, beyond the traditional nine-to-

five office schedule. 

 

Common flexible work arrangements include telecommuting or 

remote work, flexitime (flexible hours), compressed workweeks 

(fewer but longer workdays), job sharing, and part-time work. 

 

Flexible work arrangements can enhance employee satisfaction, 

work-life balance, and productivity by accommodating individual 

preferences and allowing employees to better manage their personal 

and professional responsibilities. 

 

By implementing these methods of job design, organizations can 

create jobs that are more engaging, rewarding, and adaptable to the 

needs and preferences of employees, ultimately leading to improved 

job satisfaction, motivation, and performance. 

 

7.4 JOB CHARACTERISTIC APPROACH TO 

JOB DESIGN 

 

The job characteristics approach to job design is a framework 

developed by Hackman and Oldham in the 1970s. It emphasizes the 

relationship between specific job characteristics and their impact on 

employee motivation, satisfaction, and performance. The approach 

identifies five core job characteristics and three psychological states 

that lead to desirable outcomes such as higher job satisfaction, 
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motivation, and performance. Here’s an overview of the key 

components of the job characteristics approach: 

Core Job Characteristics: 

1. Skill Variety: 

• Skill variety refers to the extent to which a job 

requires employees to utilize a diverse range of skills 

and abilities. Jobs with high skill variety involve 

performing tasks that require different competencies 

and capabilities. This variety can make the job more 

interesting and challenging for employees as they get 

to apply a broader range of skills. 

2. Task Identity: 

• Task identity is the degree to which a job involves 

completing a whole and identifiable piece of work, 

from beginning to end. Jobs with high task identity 

allow employees to see the outcome of their efforts 

clearly. When employees can perceive the impact of 

their work and witness the tangible results, it can 

enhance their sense of ownership, satisfaction, and 

motivation. 

3. Task Significance: 

• Task significance refers to the impact and 

importance of the job on others, both within and 

outside the organization. Jobs with high task 

significance involve work that directly affects the 

well-being of others or contributes to achieving 

organizational goals. Employees in such roles may 

experience a greater sense of purpose and fulfilment 

as they recognize the significance of their 

contributions. 
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4. Autonomy: 

• Autonomy represents the degree of freedom, 

independence, and discretion employees have in 

scheduling their work and making decisions related 

to their job. Jobs with high autonomy provide 

employees with the authority to determine how they 

perform their tasks, allocate their time, and solve 

problems. Autonomy empowers employees, fosters 

creativity, and can lead to increased job satisfaction 

and motivation. 

5. Feedback: 

• Feedback is the extent to which employees receive 

clear, direct, and actionable feedback about their 

performance and its results. Jobs with high feedback 

provide employees with regular and constructive 

information on their work performance, allowing 

them to understand how well they are performing and 

what areas they need to improve. Feedback helps 

employees stay motivated, engaged, and focused on 

achieving their goals. 

Psychological States: 

1. Experienced Meaningfulness of Work: 

• This psychological state refers to the degree to which 

employees perceive their work as meaningful, 

valuable, and worthwhile. When employees find 

their work meaningful, they are more likely to feel a 

sense of purpose and fulfilment in their job. Factors 

that contribute to experienced meaningfulness 

include: 

• Feeling that one’s work contributes to a 

larger purpose or goal. 
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• Having a clear understanding of how one’s 

work positively impacts others or the 

organization. 

• Feeling challenged and engaged by the tasks 

and responsibilities of the job. 

2. Experienced Responsibility for Outcomes: 

• This psychological state reflects the extent to which 

employees feel personally accountable and 

responsible for the outcomes of their work. When 

employees feel a sense of ownership and 

responsibility for their work outcomes, they are more 

likely to take initiative, make decisions, and strive for 

excellence. Factors that influence experienced 

responsibility include: 

• Having autonomy and control over one’s 

work processes and decisions. 

• Feeling that one’s efforts directly contribute 

to achieving desired outcomes. 

• Being held accountable for the quality and 

results of one’s work. 

3. Knowledge of Results: 

• This psychological state refers to the extent to which 

employees receive clear and timely feedback about 

the effectiveness of their performance. When 

employees have access to information about their 

performance results, they can assess their progress, 

identify areas for improvement, and adjust their 

behavior accordingly. Factors that facilitate 

knowledge of results include: 

• Receiving regular and specific feedback on 

performance metrics and goals. 
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• Having access to performance data and 

metrics that are relevant and meaningful. 

• Receiving feedback in a timely manner, 

allowing for timely adjustments and 

improvements. 

Outcomes: 

The job characteristics approach posits that when employees 

experience high levels of the core job characteristics and 

psychological states, they are more likely to achieve positive 

outcomes, such as: 

Higher levels of job satisfaction and motivation. 

Increased intrinsic motivation and engagement in their work. 

Improved performance and job effectiveness. 

Lower levels of absenteeism and turnover. 

 

Job Redesign: 

Based on the principles of the job characteristics approach, 

organizations can redesign jobs to enhance the core job 

characteristics and psychological states, thereby improving 

employee outcomes. This may involve: 

 

Job enrichment: Adding more meaningful tasks, autonomy, and 

feedback to the job. 

Job rotation: Rotating employees through different tasks to increase 

variety and skill development. 

Flexible work arrangements: Offering options for autonomy and 

control over work schedules and locations. 

Providing training and development opportunities to enhance 

employees’ skills and abilities. 
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7.5 IMPORTANCE OF JOB DESIGN IN HRM 

 

Job design plays a crucial role in human resource management 

(HRM) due to its significant impact on both organizational 

performance and employee well-being. Here are several key reasons 

why job design is important in HRM: 

1. Employee Satisfaction and Engagement: 

• Well-designed jobs that provide meaningful work, 

autonomy, and opportunities for skill development 

can enhance employee satisfaction and engagement. 

• Employees are more likely to be motivated and 

committed to their work when they feel that their 

jobs are challenging, rewarding, and aligned with 

their abilities and interests. 

2. Retention and Turnover Reduction: 

• Job design that promotes job satisfaction and 

engagement can help reduce employee turnover. 

• Employees are less likely to leave their jobs if they 

find their work fulfilling and if they have 

opportunities for growth and development within the 

organization. 

3. Productivity and Performance: 

• Effective job design can lead to increased 

productivity and job performance. 

• When jobs are structured to leverage employees’ 

skills and abilities effectively, and when employees 

have the autonomy to make decisions and control 

their work processes, they are likely to perform better 

and achieve higher levels of productivity. 

4. Health and Well-being: 

• Poorly designed jobs can lead to stress, burnout, and 

negative health outcomes for employees. 
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• Jobs that are excessively demanding, monotonous, or 

lack autonomy can contribute to physical and mental 

health issues. 

• In contrast, job design that promotes a healthy work-

life balance, provides opportunities for skill 

development, and fosters a supportive work 

environment can contribute to employee well-being. 

5. Talent Attraction and Retention: 

• Organizations that offer well-designed jobs are more 

attractive to potential employees. 

• Job design can be a key factor in attracting and 

retaining top talent, especially in industries where 

skilled workers are in high demand. 

6. Organizational Agility and Adaptability: 

• Flexible job design practices, such as job rotation and 

cross-training, can enhance organizational agility 

and adaptability. 

• Employees who have experience in different roles 

and tasks are better equipped to respond to changing 

business needs and contribute to organizational 

resilience. 

7.6 LET US SUM UP 

 

 job design and the job characteristics approach to job design are 

essential components of effective human resource management, as 

they play a significant role in shaping organizational performance 

and employee well-being. 

 

Job design is the process of structuring and organizing tasks, 

responsibilities, and roles within an organization to optimize 

productivity, efficiency, and employee satisfaction. By creating jobs 

that are challenging, meaningful, and aligned with organizational 
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goals, job design contributes to higher levels of employee 

motivation, engagement, and performance. 

 

The job characteristics approach to job design, developed by 

Hackman and Oldham, emphasizes the relationship between 

specific job characteristics and their impact on employee 

motivation, satisfaction, and performance. It identifies five core job 

characteristics—skill variety, task identity, task significance, 

autonomy, and feedback—and three psychological states that lead 

to desirable outcomes such as higher job satisfaction, motivation, 

and performance. 

 

By enhancing these core job characteristics and psychological 

states, organizations can create jobs that are more engaging, 

fulfilling, and conducive to employee satisfaction, motivation, and 

performance. Ultimately, both job design and the job characteristics 

approach aim to create work environments that support employee 

growth, performance, and well-being, contributing to organizational 

success and effectiveness. 

 

7.7 KEY WORDS 

1. Job Design: The process of organizing tasks, duties, and 
responsibilities into a structured job that enhances employee 
satisfaction and performance. 

2. Skill Variety: The extent to which a job requires different skills 
and abilities, helping employees stay engaged and avoid monotony. 

3. Task Identity: The degree to which a job allows an employee 
to complete a whole and identifiable piece of work from start to 
finish. 

4. Task Significance: How much impact a job has on others 
inside or outside the organization, influencing the employee’s sense 

of purpose. 
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8. How does job design influence organizational agility and 

adaptability? 

9. What are some challenges or limitations associated with 

implementing job design initiatives in organizations? 

10. How can organizations measure the effectiveness of their job 

design efforts and their impact on employee outcomes? 
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8.0 OBJECTIVES 

 

• To draw the attention of potential candidates to the 

organization. 

• To ensure a large pool of applicants, allowing the 

organization to choose the best candidate. 

• To find qualified candidates who meet the requirements 

of the job and align with the company’s culture and 

values. 

• To minimize the costs involved in finding, attracting, and 

selecting candidates. 

• To fill vacancies within a reasonable timeframe to 

maintain operational efficiency. 
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8.1 INTRODUCTION 

 

Recruitment is a fundamental human resource function that affects 

the overall performance and sustainability of an organization. It 

involves attracting, selecting, and appointing suitable candidates to 

fill job vacancies. The efficiency of the recruitment process can 

significantly influence the success of an organization, as it 

determines the quality of employees. This chapter will explore the 

various factors affecting recruitment and the sources from which 

organizations can recruit potential employees. 

 

 Company policies on internal promotions, diversity and inclusion, 

and employment conditions can significantly influence the 

recruitment process. Organizations committed to internal 

promotions may limit external hiring, affecting the recruitment 

strategy. An organization’s reputation as an employer impacts its 

ability to attract qualified candidates. Companies known for their 

positive work culture, employee benefits, and professional growth 

opportunities are more likely to attract a larger pool of applicants. 

The nature and attractiveness of the job itself can affect recruitment. 

Roles that offer better compensation, benefits, work-life balance, 

and growth opportunities tend to attract more candidates. The 

availability of suitable candidates within the labour market 

significantly affects recruitment. Economic conditions, 

unemployment rates, and the presence of competing employers can 

influence the ease or difficulty of attracting qualified candidates. 

Compliance with employment laws and regulations (such as equal 

employment opportunity laws and labour rights) affects the 

recruitment process. Organizations must ensure their recruitment 

practices are compliant with all legal requirements. The adoption of 

new technologies in the recruitment process, such as social media 

recruiting and applicant tracking systems, can improve efficiency 
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and effectiveness but also requires adaptation to new 

methodologies. 

 

8.2 FACTORS AFFECTING RECRUITMENT 

 
Figure 1: Factors Affecting Recruitment Process 

Human Resource Management (HRM), external factors 

significantly impact the recruitment process. These factors are 

beyond the control of an organization but must be carefully 

considered and managed within the recruitment strategy. Here’s a 

detailed look at how each of these factors can influence HRM, 

particularly recruitment: 

 

1. Supply and Demand 

The basic economic principle of supply and demand applies to the 

labour market as well. The availability of skilled labour (supply) and 

the need for such labour (demand) in the industry or region can 

significantly affect recruitment strategies. 
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• High Demand, Low Supply: In industries where specific 

skills are in high demand but low supply, organizations may 

face challenges in recruitment and may need to offer higher 

compensation, benefits, or other incentives. 

• Low Demand, High Supply: Conversely, when there is a 

high supply of candidates with similar skills, organizations 

might find it easier to fill vacancies but also need to devise 

strategies to manage a high volume of applicants. 

2. Labour Market 

The characteristics of the labour market, including the 

demographics, education levels, and employment rates in a specific 

region or industry, play a crucial role in recruitment: 

• Demographics: Changes in demographics, such as an aging 

population or shifts in workforce participation rates among 

different groups, can affect the availability of certain types 

of labour. 

• Skill Levels: 
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The internal forces or the factors that can be controlled by the 

organization and the external factors are those factors which cannot 

be controlled by the organization. 

The internal and external forces affecting recruitment function of a 

firm are:  

1. Recruitment Policy 

• Internal: The recruitment policy of an organization is a set 

of principles or guidelines that govern how recruitment is 

conducted. This includes decisions on promoting from 

within versus hiring externally, the level of diversity the 

company aims to achieve, and the balance between 

temporary and permanent staff. It’s an internal strategic 

choice that reflects the organization’s values and objectives. 

2. Human Resource Planning 

• Internal: Human resource planning involves forecasting the 

organization’s future human resource needs and developing 

strategies for meeting those needs. It includes assessing 

current HR capabilities, predicting future HR requirements, 

and planning for the recruitment, selection, and development 

of employees. Effective human resource planning helps 

ensure that the organization has the right number and type of 

people, at the right place and right time, capable of 

effectively completing those tasks that will help the 

organization achieve its overall objectives. 

3. Size of the Firm 

• Internal: The size of the firm influences its recruitment 

process significantly. Larger firms may have more resources 

and a broader brand appeal, potentially attracting a larger 

pool of candidates. However, they may also require a more 

complex and structured recruitment strategy. Smaller firms 

might have fewer resources and a less formal recruitment 
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process, but they can often offer more flexibility and a 

closer, more personal working environment. 

4. Cost of Recruitment 

• Internal: The cost involved in the recruitment process is a 

critical factor for any organization. This includes expenses 

related to advertising job openings, conducting interviews, 

administering tests, background checks, and training for 

newly hired employees. Organizations must balance the 

need to find qualified candidates with the need to keep costs 

manageable. Efficient recruitment strategies aim to 

minimize costs while maximizing the quality of hires. 

5. Growth and Expansion 

• Internal: The growth and expansion plans of an 

organization directly impact its recruitment needs. A 

company in a growth phase will have a higher demand for 

new employees compared to a company that is not 

expanding. The strategy for growth (e.g., entering new 

markets, launching new products) will also determine the 

types of roles and skills needed, influencing the recruitment 

process. 

8.3 EXTERNAL METHODS 

 

Methods such as the following are utilized in order to recruit 

individuals from the outside:  

 

The first technique of recruitment is known as campus recruitment, 

and it involves going to educational institutions like colleges and 

universities in order to actively seek out potential candidates. In this 

context, recruiters travel to reputable educational institutions with 

the intention of identifying job candidates who possess the 

necessary professional or technical abilities. Those who are looking 

for work are given information about the available positions and the 
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recruiters in advance. Through consistent information sharing with 

the relevant organizations, the company is able to obtain a 

comprehensive profile of individuals who are looking for 

employment.  

2. adverts: In order to attract potential job searchers, businesses 

publish adverts at various locations. Among them are advertising 

published in newspapers, trade, professional, and technical 

magazines, as well as advertisements broadcast on radio and 

television. In recent years, this media has developed into one that is 

visually appealing, animated, and inventive in the same way that 

consumer advertising is.  

3. Private employment: A search business is a private employment 

agency that maintains computerized lists of suitable candidates and 

offers these lists to companies that are ready to hire persons from 

the list for a charge. Search firms are also known as employment 

search firms. Firms such as Arthur Anderson, Bobble and Hewitt, 

ABC consultants, SB Billimoria, KPMG, and Ferguson Associates 

provide specialist employment-related services to corporate houses 

for a charge. These services are particularly useful for filling 

positions for top and medium level executives among the corporate 

houses. 

 4. Employment Exchanges: Companies are also required to notify 

their vacancies through the respective Employment Exchanges, 

which were established all over India for the purpose of assisting 

unemployed youth, displaced persons, former military personnel, 

physically handicapped individuals, and other individuals. This is a 

statutory requirement that applies wherever the Employment 

Exchanges Act, 1959 is applicable.  

5. Gate Hiring and Contractors: Gate hiring is a form of recruiting 

that is utilized by small and medium-sized organizations, typically 

in situations where semi-skilled individuals are required. 

Contractors are also utilized in this process. On a regular basis, the 
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individuals who are looking for work show themselves at the 

entrance of the factory and offer their services. Additionally, 

contractors are utilized in order to offer individuals of this kind. 

 6. Unsolicited: Applicants and Walk-ins: In general, businesses get 

applications from job searchers who have not been sought for 

employment at various times in time. The quantity of applications 

of this kind is contingent upon a variety of factors, including the 

state of the economy, the reputation of the company, and the job 

seeker’s view of the kinds of positions that could be available, 

among other things. Such applications are often stored in a data 

bank, and once a relevant opening emerges, the firm will notify the 

applicants to apply through a formal channel. In other words, the 

corporation holds onto these applications. Since the expenses 

associated with recruiting and selection are considerable (search 

procedure, interviewing agency fee, etc.), businesses in recent years 

have been attempting to look at alternatives to recruitment. This is 

especially true in situations when there is a slow demand in the 

market for the products and services offered by the company. 

Furthermore, once individuals are placed on the payroll, it may be 

incredibly difficult to remove them off the payroll if their 

performance is below average. 

 

8.4 SOURCES OF RECRUITMENT 

(INTERNAL AND EXTERNAL) 

 

Recruitment is referred to as the process which involves searching 

for potential candidates and influencing them in order to fill the 

vacant positions in the organisation. The purpose of recruitment is 

to find qualified candidates for the development of the organisation. 

Sources of recruitment refers to various modes of connecting with 

the job seeker for completing the task of finding potential 

employees. In simple words, sources of recruitment is the medium 
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through which communication regarding the vacant positions is 

made aware to the prospective candidates. 

 

There are generally recognised two sources of recruitment, which 

are internal and external sources. Let us discuss these sources in 

detail in the following lines. 

Internal Sources 

Internal sources of recruitment refer to the recruitment of employees 

who are already a part of the existing payroll of the organisation. 

The vacancy for the position can be informed to the employee 

through internal communication. 

 

There are different types of internal hiring in the organisation and 

they are as follows: 

 

1. Promotion: Promotion is referred to as the change of designation 

of the employee. It involves shifting of the existing employee to a 

higher position within the organisation and providing that employee 

with more responsibility and a raise in pay. 

 

Promotion helps in motivating the other employees of the 

organisation to work hard so that they also become eligible for 

promotion. 

 

2. Transfer: Transfer refers to the shifting of an existing employee 

from one department to another department in an organisation. 

 

3. Employee Referrals: It can happen that the organisation in an 

effort to cut down costs on hiring is looking for employee referral. 

The employees are well aware of the job roles in the organisation 

for which manpower is required. These employees will refer 
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potential candidates by screening them based on their suitability to 

the position. 

 

4. Former employees: Some organisations have the provision of 

hiring retired employees willing to work part time/full time for the 

organisation. 

Advantages of Internal Sources 

Following are the advantages of the internal sources: 

1. The organisation saves money on hiring programmes which 

translates to higher revenue for business. 

2. It makes selection and transfer of employees very easy. 

3. Internal source of recruitment serves as a morale booster for the 

existing employees. 

4. It provides a sense of loyalty towards the business which results 

in improved productivity. 

5. As existing employees will be aware of the working pattern of the 

organisation; therefore, it will take much less time for the re-hires to 

get adapted to working conditions. 

 

Disadvantages of Internal Sources 

Following are some of the disadvantages of the internal sources: 

1. Internal recruitment causes reduction in the morale of those 

employees who are not selected or considered for appraisal. 

2. It discourages capable persons from outside to join to work in the 

company. 

3. It can lead to conflict if one employee is selected for promotion, 

while the others are not considered. 

 

External Sources 

External sources of recruitment seek to employ candidates that have 

not been recruited any time before in the organisation. 
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The following are the stages that comprise the recruiting process: 

identifying the vacancy, writing a job description, advertising the 

openings, short-listing candidates, organizing interviews, 

conducting interviews, and making a decision. The process of hiring 

new employees consists of two stages: recruitment and selection. 

Recruitment is concerned with gathering the sources of human 

resources, whereas selection is concerned with picking the people 

who are the best fit for the position through a variety of interviews 

and exams. This is the difference between the two. Outsourcing, 

poaching/raiding, and electronic recruiting are some of the new 

tactics that many companies are embracing in order to keep up with 

the ever-increasing demands that come from the external 

environment. Companies are also shifting away from traditional 

methods of recruitment in order to meet these needs. 

 

8.6 KEY WORDS 

 

1. Recruitment: The process of searching the candidates for 

employment and 

2. motivating them to apply for jobs in the Organization. 

3. Selection: Screening employees to choose most suitable 

candidate for the job. 

4. Outsourcing: Transferring the selection process to a third 

party. 

5. Poaching: Attracting experienced employees from 

competing firms. 

6. E-Recruitment: Taking the help of internet and databases 

for recruitment process. 
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8.7 ANSWERS TO CHECK YOUR 

PROGRESS 

 

1) What do you understand by ‘recruitment’? Explain the process of 

recruitment. 

2) Discuss critically the various sources of recruitment for 

employees. 

3) Critically examine in detail the external methods of recruitment. 

4) What is selection? Distinguish between recruitment and selection. 

5) Write a short note on the following: 

 i) Outsourcing 

 ii) Poaching 

 iii) E-recruitment 
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9.0 OBJECTIVES 

 
By the end of this unit, you should have a good grasp of the 

following topics:  

• The Role of Job Specifications in Hiring, 

• The Steps Involved in Recruitment,  

• The Significance of Each Stage of The Hiring Process, 

• The Role of Psychological Testing, The Purpose of 

Induction, And the Steps Involved.  
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• 
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structured interview process, combined with trained interviewers, 

can significantly increase the reliability and validity of this selection 

step. 

 

Placement and Induction: Successfully selected candidates are 

placed in their respective roles, where the real test of the selection 

process’s effectiveness begins. A well-structured induction program 

is essential for helping new hires understand their responsibilities, 

the company culture, and how they fit into the larger organizational 

goals. Effective placement and induction can improve job 

satisfaction, reduce turnover, and accelerate productivity. 

 

9.2 BASIC SELECTION MODEL 

 

The basic selection model is a structured approach used by 

organizations to identify, evaluate, and hire candidates who are most 

likely to succeed in a job role. This model serves as the foundation 

for the recruitment and selection process, ensuring that it is 

systematic, fair, and effective in matching the right candidates with 

the right positions. The basic selection model typically involves 

several key stages: 

 

9.2.1. Preliminary Screening 

Preliminary screening serves as the initial phase in the selection 

process, where candidates are evaluated against a set of basic criteria 

to determine their eligibility for further consideration. This step is 

crucial for managing the volume of applicants in an efficient 

manner, ensuring that only those who meet the fundamental 

requirements progress to more in-depth stages of the selection 

process. 
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Objective: 

• Efficiency in the Selection Process: To efficiently narrow 

down the pool of applicants to those who are most likely to 

be qualified for the job, saving time and resources for the 

organization. 

• Ensure Basic Qualification Match: To verify that 

candidates meet essential qualifications, such as educational 

background, work experience, and any required 

certifications or licenses. 

• Compliance and Fairness: To ensure that the screening 

process is conducted in a manner that is compliant with legal 

standards and fair to all applicants, minimizing the risk of 

discrimination. 

Methods: 

• Review of Resumes and Cover Letters: HR professionals 

or hiring managers examine applicants’ resumes and cover 

letters to check for necessary qualifications, relevant 

experience, and overall suitability for the position. 

• Application Forms: Customized application forms may be 

used to gather consistent information from all candidates, 

making it easier to compare qualifications, experiences, and 

other relevant details. 

• Screening Interviews: Brief initial interviews, either over 

the phone or via video conferencing, help clarify candidate 

information and gauge their interest and suitability for the 

position. These can also assess communication skills and 

professional demeanour. 

• Skill Assessments: Quick and basic skill assessments (such 

as language proficiency tests or simple technical quizzes) 

may be used to ensure that the candidate possesses essential 

skills required for the job. 
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• Social media and Online Presence Checks: A preliminary 

review of a candidate’s public social media profiles or online 

presence to ensure there are no glaring red flags or 

discrepancies with the professional qualifications they have 

presented. 

• Automated Screening Tools: Many organizations use 

Applicant Tracking Systems (ATS) to automate the 

preliminary screening process. These systems scan resumes 

and application forms for keywords related to the job 

qualifications, experience, and skills. 

 

9.2.2 2. Selection Testing 

Selection testing is a critical phase in the recruitment process, where 

various assessment tools are employed to evaluate candidates’ 

competencies, skills, aptitudes, and personality traits. These tests 

provide objective data that can help predict a candidate’s job 

performance and fit within the organization. 

 

Objective: 

• Assess Competencies and Skills: To objectively measure 

the abilities, skills, and knowledge that are directly relevant 

to the job. This includes both hard skills (technical abilities, 

specific knowledge) and soft skills (communication, 

teamwork). 

• Predict Job Performance: To use the results of these tests 

to predict how well a candidate is likely to perform in the 

role, based on their competencies and skills. 

• Ensure Fit with Organizational Culture: To evaluate 

whether a candidate’s values, work style, and behaviour are 

a good fit with the company’s culture and values. 
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• Reduce Bias in Selection: To complement subjective 

assessments such as interviews with objective data, thereby 

making the selection process fairer and more equitable. 

• Enhance Selection Decision: To provide additional data 

points that can help in making a more informed and effective 

hiring decision. 

Methods: 

• Cognitive Ability Tests: Assess general mental capacity 

and intelligence, such as verbal and numerical reasoning, 

problem-solving skills, and the ability to learn and apply new 

information. 

• Personality Assessments: Evaluate behavioural styles and 

personality traits that may influence performance and 

interaction with team members. These tests can provide 

insights into a candidate’s suitability for the role and the 

organizational culture. 

• Technical or Skill Tests: Specifically designed to assess 

proficiency in job-related skills. For technical positions, this 

might include coding tests, writing samples, or the ability to 

use certain software or tools. 

• Situational Judgement Tests (SJTs): Present candidates 

with hypothetical, job-related situations, asking them to 

choose the most appropriate response from a set of options. 

These tests are useful for assessing decision-making and 

problem-solving abilities. 

• Work Samples and Simulations: Require candidates to 

perform tasks or work activities that mirror the tasks they 

would be performing if hired. This method offers a direct 

observation of a candidate’s ability to perform specific job 

functions. 

• Physical Ability Tests: For jobs that require physical labour 

or fitness, these tests assess the physical abilities necessary 
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to perform job duties, such as strength, endurance, or 

flexibility. 

• Psychometric Tests: Assess a wide range of skills, from 

logical reasoning to personality traits, providing insights into 

how a candidate might fit into a team or the broader 

organization. 

 

9.2.3 Interviewing 

Interviewing is a pivotal stage in the selection process, providing a 

dynamic platform for employers and candidates to engage in a two-

way exchange of information. It goes beyond assessing 

qualifications on paper, offering insights into the candidate’s 

interpersonal skills, professionalism, and suitability for the 

organizational culture. 

 

Objective: 

• Evaluate Personal Qualities: To assess qualities not easily 

identifiable from resumes or tests, such as communication 

skills, leadership qualities, and problem-solving abilities. 

• Assess Cultural Fit: To determine how well the candidate’s 

values, behaviors, and work style align with the company’s 

culture and values. 

• Clarify Information: To ask specific questions about the 

candidate’s background, experiences, and skills that may 

need clarification following the review of their application 

or performance in selection tests. 

• Provide Information: To offer the candidate detailed 

information about the job role, expectations, and company 

culture, ensuring they have a clear understanding of what the 

position entails. 
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• Mutual Evaluation: To allow both the employer and the 

candidate to assess fit and interest, ensuring the position 

aligns with the candidate’s career goals and expectations. 

Methods: 

• Structured Interviews: These are highly organized 

interviews where each candidate is asked the same set of 

predetermined questions in the same order. This approach 

allows for easier comparison between candidates and helps 

reduce bias. 

• Unstructured Interviews: These interviews are more like 

conversations without a set list of questions. They can 

provide deeper insights into a candidate’s personality and 

adaptability but may lack consistency and are more 

susceptible to bias. 

• Behavioural Interviews: Candidates are asked to describe 

past job experiences and how they handled specific work 

situations, based on the belief that past behaviour is the best 

predictor of future performance. 

• Situational Interviews: Similar to behavioural interviews 

but focuses on hypothetical situations. Candidates are asked 

how they would handle specific work-related scenarios, 

testing their problem-solving and decision-making skills. 

• Panel Interviews: A candidate is interviewed by several 

members of the organization at once. This method can 

provide diverse perspectives on the candidate’s suitability 

but may be intimidating for some candidates. 

• Sequential Interviews: The candidate is interviewed by 

multiple people, one right after the other, rather than all at 

once (as in panel interviews). This allows for a variety of 

assessments without overwhelming the candidate with a 

panel. 
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• Competency-Based Interviews: Focuses on specific 

competencies required for the role, asking candidates to 

provide examples of how they have demonstrated these 

competencies in past experiences. 

• Video Interviews: Especially useful for initial rounds or 

when geographical distances are involved, video interviews 

can save time and resources while still allowing for a 

personal connection. 

 

9.2.4 Reference and Background Checks 

When conducting reference and background checks, the primary 

objective is to verify the information provided by a candidate 

and to assess their suitability for a role based on past behaviours 

and performance. This process can significantly impact hiring 

decisions, ensuring that the chosen candidate meets the 

organization’s standards for integrity, reliability, and 

professional competence. Here’s a deeper dive into the objective 

and methods involved in reference and background checks: 

 

Objective 

• Verify Accuracy of Candidate Information: Ensure that 

the information provided by the candidate, such as 

educational qualifications, work history, and professional 

achievements, is accurate. 

• Assess Suitability and Reliability: Evaluate whether the 

candidate’s past behaviours, work ethic, and experiences 

align with the job requirements and company culture. 

• Identify Potential Red Flags: Uncover any issues or 

concerns from the candidate’s past that could affect their 

performance or suitability for the position, including legal 

issues, financial problems, or behavioural concerns. 
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• Ensure Workplace Safety and Compliance: Protect the 

organization and its employees by screening for criminal 

history, sanctions, or other legal issues that could pose a risk 

to others or affect the company’s compliance with laws and 

regulations. 

 

Methods 

1. Reference Checks 

• Professional References: Contacting previous employers, 

managers, or colleagues to inquire about the candidate’s 

work performance, responsibilities, work ethic, and 

interpersonal skills. 

• Academic References (if applicable): Verifying 

educational credentials and, if relevant, contacting faculty or 

academic advisors to discuss the candidate’s performance 

and conduct during their studies. 

Techniques for Effective Reference Checks: 

• Structured Interviews: Using standardized questions to 

obtain comparable information from all references. 

• Behavioural Questions: Asking about specific situations 

that the candidate has faced to better understand their skills, 

behaviours, and outcomes. 

• Verification of Details: Confirming specific dates of 

employment, job titles, responsibilities, and reasons for 

leaving previous positions. 

2. Background Checks 

• Criminal History: Checking local, national, and, if 

applicable, international criminal records to identify any 

criminal activity. 
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9.2.5 Decision Making 

• Objective of Decision Making 

• The primary objective of decision-making is to identify the 

best course of action among several alternatives to achieve a 

desired goal or solve a specific problem. This involves: 

• Solving Problems: Identifying and resolving issues that 

hinder progress. 

• Setting Direction: Establishing a clear path forward for 

individuals, teams, or organizations. 

• Optimizing Resources: Efficiently and effectively utilizing 

resources such as time, money, and labour. 

• Risk Management: Assessing and mitigating potential risks 

associated with different choices. 

• Improving Outcomes: Aiming for superior results through 

thoughtful selection of alternatives. 

• Enhancing Innovation: Making choices that foster 

creativity and lead to innovation. 

• Facilitating Growth: Making strategic decisions that 

promote development and expansion. 

• Methods of Decision Making 

• Several methods can be employed in the decision-making 

process, each with its advantages and applicable scenarios: 

• Rational Decision Making: Involves a systematic analysis 

of a problem, identification of alternatives, and the selection 

of the most logical and beneficial option. This method relies 

heavily on data and a structured approach to decision-

making. 

• Intuitive Decision Making: Relies on intuition and gut 

feelings rather than systematic analysis. This method is often 

used when quick decisions are needed or when data is 

incomplete or unavailable. 
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• Satisficing: A practical approach where the first acceptable 

option is chosen rather than seeking the best possible 

decision. This method is useful in situations with time 

constraints or limited information. 

• Incremental Decision Making: Involves making small, 

incremental decisions that gradually lead to a larger solution 

or outcome. This method is often used in complex situations 

where predicting the future is difficult. 

• Group Decision Making: Involves making decisions as a 

group rather than by a single individual. This method can 

leverage diverse perspectives and expertise, leading to more 

well-rounded decisions. Techniques include brainstorming, 

Delphi method, and consensus building. 

• Cost-Benefit Analysis (CBA): A quantitative method 

where the costs and benefits of different alternatives are 

compared. The option with the highest net benefit is 

typically chosen. 

• SWOT Analysis: Involves identifying the strengths, 
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• Outline Employment Terms: Provide a clear and 

comprehensive overview of what the employment entails, 

including roles, responsibilities, compensation, and benefits, 

to set clear expectations. 

• Secure Commitment: Aim to receive a positive response 

from the candidate, securing their commitment to join the 

organization. 

• Initiate Onboarding Process: Set the stage for a smooth 

transition into the organization for the new hire, including 

any preparatory steps before the start date. 

Methods 

1. Preparation 

• Review of Terms: Ensure all aspects of the job offer, 

including salary, benefits, and other terms, are approved 

internally and align with industry standards and 

organizational policies. 

• Drafting the Offer Letter: Prepare a comprehensive offer 

letter that includes all pertinent details about the job and the 

terms of employment. 

2. Content of the Job Offer 

• Position Details: Job title, department, and a brief 

description of roles and responsibilities. 

• Compensation: Salary, bonus potential, stock options, and 

any other compensation details. 

• Benefits: Health insurance, retirement plans, vacation days, 

and any other benefits. 

• Start Date: Proposed start date and any conditions that must 

be met prior to starting (e.g., background checks, drug tests). 

• Work Location: Details on whether the position is onsite, 

remote, or hybrid. 

• Reporting Structure: Information on who the candidate 

will report to. 
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efficient team member by fostering a deeper understanding 

of the organizational culture, clarifying role expectations, 

and establishing valuable relationships within the company. 

Here’s an overview of the objectives and methods of an 

effective onboarding process: 

Objective 

• Smooth Transition: Facilitate a seamless transition for the 

new hire from being an outsider to becoming an engaged and 

contributing member of the organization. 

• Role Clarity: Ensure the new employee fully understands 

their job responsibilities, how their role contributes to the 

organization’s goals, and what is expected of them. 

• Cultural Assimilation: Help the new hire assimilate into the 

organizational culture, understanding the norms, values, and 

practices that guide behavior within the company. 

• Rapid Productivity: Accelerate the time it takes for the new 

employee to become productive and contribute to the 

organization’s objectives. 

• Build Connections: Encourage the development of 

important internal relationships and a sense of belonging, 

which are crucial for long-term engagement and retention. 

Methods 

1. Pre-Onboarding Communications 

• Before the new hire’s first day, send them information and 

paperwork to fill out, a schedule of their first week, and a 

welcome message to build anticipation and ease anxiety. 

2. First Day and Week Orientation 

• Orientation Sessions: Conduct orientation sessions to 

introduce the new hire to the company’s mission, values, 

culture, history, and organizational structure. 
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• Welcome Kit: Provide a welcome package that includes 

office essentials, company swag, and detailed guides or 

handbooks relevant to their role and the company at large. 

3. Training and Development 

• Role-Specific Training: Offer comprehensive training 

tailored to the new hire’s specific role to ensure they have 

the necessary skills and knowledge to perform effectively. 

• General Skills Training: Provide training on general 

competencies, such as communication skills, time 

management, or company-specific software and tools. 

4. Integrating into the Team 

• Team Introductions: Facilitate formal introductions to 

team members, managers, and key personnel across the 

company to start building a support network. 

• Mentor or Buddy System: Assign a more experienced 

employee as a mentor or buddy to offer guidance, support, 

and insights into the company culture and processes. 

5. Goal Setting and Feedback 

• Initial Meetings with Managers: Early on, managers 

should set clear short-term and long-term goals with the new 

employee, aligning expectations and defining success in 

their new role. 

• Regular Check-Ins: Schedule regular one-on-one meetings 

for feedback and adjustments, ensuring the new hire is 

supported, heard, and guided through their initial months. 

6. Cultural Integration 

• Social Events: Encourage participation in social and team-

building events to foster connections and a sense of 

belonging. 

• Inclusion in Projects: Involve new hires in projects and 

meetings early on to give them a sense of ownership and 

engagement with their work and team. 
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• of necessary resources and information to start working 

effectively. 

 

9.3 PSYCHOLOGICAL TESTS FOR 

SELECTION   

 

Psychological tests are tools used in the selection process to evaluate 

a candidate’s mental capabilities, emotional makeup, and 

compatibility with the role and organizational culture. These 

assessments provide insights into aspects that are not easily 

observed during interviews or through resume screening, such as 

cognitive abilities, personality traits, emotional intelligence, 

motivations, and values. The use of psychological testing can help 

in making more informed hiring decisions by predicting a 

candidate’s performance, fit, and potential for development. Here 

are some common types of psychological tests used in the selection 

process: 

 

1. Cognitive Ability Tests 

These assess a candidate’s intellectual capabilities, such as problem-

solving skills, logical reasoning, numerical aptitude, and verbal 

comprehension. They are good predictors of job performance across 

many roles and industries. 

 

2. Personality Assessments 

Personality tests evaluate traits that influence how a person 

behaves in different situations, their work style, and how they 

interact with others. The Big Five (Openness, Conscientiousness, 

Extraversion, Agreeableness, Neuroticism) is a widely used 

personality model in organizational settings. 
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3. Emotional Intelligence (EI) Tests 

EI tests measure a person’s ability to understand and manage their 

own emotions, as well as recognize and influence the emotions of 

others. High EI is particularly valued in roles requiring teamwork, 

leadership, and customer interaction. 

 

4. Integrity Tests 

These tests aim to predict a candidate’s likelihood of engaging in 

counterproductive work behaviours, such as theft, dishonesty, or 

absenteeism. They may be overt, asking direct questions about 

integrity and ethics, or covert, assessing personality traits associated 

with ethical behaviour. 

 

5. Situational Judgement Tests (SJT) 

SJTs present candidates with hypothetical, job-related situations and 

ask them to choose the most effective response from a set of options. 

These tests evaluate decision-making, problem-solving, and 

interpersonal skills. 

 

6. Motivational and Values Inventories 

These assessments explore what motivates a candidate and their 

core values, helping to determine if there’s a match with the 

organization’s culture and the rewards associated with the role. 

 

Best Practices for Using Psychological Tests in Selection: 

• Validity and Reliability: Choose tests that are scientifically 

validated and reliable to ensure accurate and consistent 

measurements. 

• Relevance: Ensure the test is relevant to the skills and 

qualities required for the job. 

• Compliance with Laws: Be aware of legal considerations 

and ensure the testing process complies with employment 
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laws and regulations, including those related to 

discrimination and privacy. 

• Integration with Other Methods: Use psychological tests 

as one component of a comprehensive selection process, 

alongside interviews, reference checks, and other 

assessment methods. 

• Feedback: Provide feedback to candidates about their test 

results, which can improve their experience and perception 

of the organization. 

 

Psychological testing can be a powerful tool in the selection process, 

offering deep insights into candidates’ capabilities and potential. 

However, it’s important to use these tests ethically and responsibly, 

ensuring they are just one part of a holistic approach to candidate 

evaluation. 

 

9.4 INTERVIEWING 

 

We shall now discuss the post application form interview and not 

the preliminary interview. 

Personal interview is the most universally used tool in any selection 

process. 

 

Meaning and Purpose 

An interview is a conversation with a purpose between one person 

on one side and another person or persons on the other. An 

employment interview should serve three purposes, viz., (i) 

obtaining information, (ii) giving information, and (iii) motivation. 

It should provide an appraisal of personality by obtaining relevant 

information about the prospective employee’s background, training 

work history, education and interests. The candidate should be given 

information about the company, the specific job and the personnel 



Human Resource Management - 180 
 

policies. It should also help in establishing a Friendly relationship 

between the employer and the applicant and motivate the 

satisfactory applicant to want to work for the company or 

organisation. In practice, however, it may turn out to be a one-sided 

affair. It helps only in obtaining information about the candidate. 

The other two purposes are generally not served. 

 

Types of Interviews 

Informal Interview: This may take place anywhere. The employer 

or a manager in the personnel department, may ask a few questions, 

like name, place of birth, previous experience, etc. It is not planned 

and is used widely when the labour market is tight and you need 

workers very badly. A friend or a relative of the employer may take 

a candidate to the house of the employer or manager where this type 

of interview may be conducted. 

 

Formal Interview: This is held in a more formal atmosphere in the 

employment. Office by the employment officer with the help of 

well-structured questions. The time and place of the interview are 

stipulated by the employment office. 

 

Planned Interview: This is a formal interview carefully planned. 

The interviewer has a plan of action worked out in relation to time 

to be devoted to each candidate, type of information to be sought, 

information to be given, the modality of interview and so on. He 

may use the plan with some amount of flexibility. 

 

Patterned Interview: This is also a planned interview but planned 

to a higher degree of accuracy, precision and exactitude. A list of 

questions and areas is carefully prepared. The interviewer goes 

down the list of questions, asking them one after another. 
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Nun-directive Interview: This is designed to let the interviewee 

speak his mind freely. 

 

The interviewer is a careful and patient listener, prodding whenever 

the candidate is silent. The idea is to give the candidate complete 

freedom to ‘sell’ himself without encumbrances of the interviewer’s 

questions. 

 

Depth Interview: This is designed to intensively examine the 

candidate’s background and thinking and to go into considerable 

detail on a particular subject of special interest to the candidate. The 

theory behind it is that if the candidate is found good in his area of 

special interest, the chances are high that if given a job he would 

take serious interest in it. 

 

Stress Interview: This is designed to test the candidate and his 

conduct and paviour by putting him under conditions of stress and 

strain. This is very useful to. test the behaviour of individuals under 

disagreeable and trying situations. 

 

Group Interview: This is designed to see how. the candidates react 

to and against each other. All the candidates may be brought 

together in the office and they may be interviewed. The candidates 

may, alternatively, be given a topic for discussion. And be observed 

as to who will lead the discussion, how they will participate in the 

‘discussion, how each will make his presentation and how they will 

react to each other’s views and presentation. 

 

Panel Interview: This is done by members of the interview board 

or a selection committee. This is done usually for supervisory and 

managerial positions. It pools the collective judgement and wisdom 
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of members of the panel. The candidate may be asked to meet the 

panel individually for a fairly lengthy interview. 

 

Interview Rating 

Important aspects of personality can be categorised under the 

following seven main headings: 

 

Recruitment, Selection and Induction 

Physical Make-up: Health, physique, age, appearance, bearing, 

speech. 

Attainments: Education, occupational training and experience. 

Intelligence: Basic and ‘effective’. 

Special Aptitudes: Written and oral fluency of expression, 

numerary, organisational ability, administrative skill. 

Human Resource Planning a Interests: Intellectual, practical, 

physically active, social, artistic Disposition: Self-reliance, nature, 

motivation, acceptability. 

Circumstances: Domestic, social background and experience, 

future prospect. This is called ‘The Seven Point Plan’. The 

importance of each of these points will vary from organisation to 

organisation and from job to job. Hence, these should be assigned 

weightage according to their degree of importance for the job. On 

the basis of information gathered through an interview, each 

candidate should be rated in respect of each point given above as (i) 

outstanding, (ii) good, (iii) above average, (iv) below average, or (v) 

unsatisfactory. Marks should be allotted to each of these, and the 

score for each point is arrived at by multiplying it by weights and 

the total of all these will determine the final position of a candidate 

at the interview. 
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Guidelines for Improving Interviews 

Not all interviews are effective. Their effectiveness can be improved 

if the following points are kept in mind by an interviewer: 

• An interview should have a definite time schedule with 

ample time for interview. 

• It should not be hurried, 

• The impersonal approach should be avoided. 

• Interview should have the necessary element of privacy. 

• The interviewer should listen carefully to what the 

applicant says and the information collected should be 

carefully recorded either while the interview is , going 

on or immediately thereafter. 

• Attention should be paid not just to the words spoken, 

but also to the facial. 

 

Expressions and mannerisms of the interviewee. 

The interview should end when sufficient information has been 

gathered. 

a interviewee should be told where he stands-whether he will be 

contacted later, whether he is to visit another person, or it 

appears that the organisation will not he able to use his abilities.  

 

9.5 PLACEMENT AND INDUCTION 

 

Placement and induction are crucial final steps in the recruitment 

and selection process, ensuring that newly hired employees’ 

transition smoothly into their roles and the organization at large. 

Here’s a closer look at each step: 
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Placement 

Placement is the process of assigning the selected candidate to a 

specific position and role within the organization. It’s the practical 

outcome of the recruitment and selection process, where the 

candidate officially becomes an employee. Effective placement 

involves several key considerations: 

• Job Fit: Ensuring the employee’s skills, knowledge, and 

abilities align with the job requirements. 

• Team Fit: Considering how the new employee will integrate 

with the existing team and whether their work style and 

personality complement the team dynamics. 

• Career Path Planning: Aligning the placement with the 

employee’s career aspirations and potential growth within 

the company. 

• Compensation and Benefits: Determining the appropriate 

salary, benefits, and other forms of compensation based on 

the role, industry standards, and the employee’s experience 

and qualifications. 

 

The goal of effective placement is to maximize the new employee’s 

effectiveness and satisfaction, thereby enhancing productivity and 

reducing turnover. 

 

Induction (Onboarding) 

Induction, or onboarding, is the process through which new 

employees gain the necessary knowledge, skills, and behaviours to 

become effective organizational members and insiders. A well-

structured induction program can significantly impact job 

satisfaction, retention, and performance. Key components include: 

• Orientation: Introducing the new employee to the 

company’s culture, mission, values, and structure. This often 
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includes an overview of company policies, employee rights, 

and administrative procedures. 

• Role-Specific Training: Providing training that is specific 

to the new hire’s job responsibilities, including operational 

procedures, technology use, and performance expectations. 

• Mentoring and Support: Assigning a mentor or buddy can 

help the new employee navigate the organization’s culture 

and politics, answer questions, and offer guidance. 

• Integration Activities: Facilitating meetings with key team 

members and stakeholders to build essential working 

relationships and integrate the new hire into the team. 

• Feedback and Evaluation: Establishing a clear mechanism 

for ongoing feedback and regular check-ins to discuss the 

employee’s adjustment, performance, and any concerns or 

issues that may arise. 

 

The induction process can vary in length, from a few days to several 

months, depending on the role, the complexity of the job, and the 

organization’s size and structure. The main objectives are to ensure 

the new employee feels welcomed, understands their role and 

expectations, and can quickly contribute to the organization’s goals. 

 

9.6 LET US SUM UP 

 

The recruitment and selection process is a critical investment in the 

organization’s future. Each step, from the initial selection model to 

the final placement and induction, plays a unique and integral role 

in ensuring that the organization not only attracts but also retains the 

right talent. It’s a comprehensive approach that requires diligence, 

fairness, and a deep understanding of both the organization’s needs 

and the potential of its future employees. By carefully integrating 

these components, organizations can foster a work environment that 
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promotes growth, satisfaction, and achievement, ultimately 

contributing to the organization’s success and resilience in the 

competitive market landscape. 

 

9.7 KEY WORDS 

 

The basic selection model is a foundational framework that outlines 

the sequential steps involved in choosing the right candidate for a 

position. It typically includes: 

1. Job Analysis: Understanding the requirements, 

responsibilities, and conditions of the job. 

2. Recruitment: Attracting a pool of candidates to the job 

opening. 

3. Screening: Narrowing down the pool based on resumes, 

cover letters, and initial assessments. 

4. Assessment: Further evaluating candidates through various 

methods, including tests and interviews. 

5. Interviewing: Having in-depth conversations with 

candidates to assess their suitability. 

6. Background and Reference Checks: Verifying the 

information provided by candidates. 

7. Decision Making: Selecting the most suitable candidate 

based on the gathered information. 

8. Placement and Induction: Assigning the selected 

candidate to their role and introducing them to the 

organization. 
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9.8 ANSWERS TO CHECK YOUR 

PROGRESS 

 

1. How does the basic selection model ensure a systematic 

approach to recruiting and selecting the right candidate for a 

position? 

2. In what ways can psychological tests for selection enhance 

the predictive validity of the recruitment process, and what 

are the potential limitations of relying solely on these tests? 

3. How can organizations tailor interviewing techniques to 

better assess candidates’ fit with the job requirements and 

company culture? 

4. What role does the placement process play in aligning 

employees’ skills and career aspirations with organizational 

needs, and how can misalignment affect employee turnover? 

5. How does a comprehensive induction program facilitate the 

integration of new employees into the organizational culture 

and operational workflow? 

6. Can the inclusion of psychological tests in the selection 

process help in identifying leadership potential, and if so, 

how? 

7. What are the key elements that should be included in an 

interviewing protocol to ensure a fair and effective 

assessment of all candidates? 

8. How do organizations measure the success of their 

placement strategies, and what metrics are most indicative 

of effective employee alignment? 

9. In what ways can the induction process be customized to 

meet the diverse needs of new hires, including different 

learning styles and background experiences? 

10. Considering the entire selection model, from initial 

candidate screening to final induction, what strategies can 
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organizations implement to continuously improve their 

recruitment and selection processes for better long-term 

outcomes? 
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UNIT 10: JOB CHANGES- TRANSFERS, 

PROMOTIONS, AND SEPARATIONS 
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10.0 OBJECTIVES 

 

• Transfer is often used to redistribute employees based on 

the needs of the company 

• , while promotion is used to reward and recognize 

employees for their performance.  
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• Transfer may or may not involve a change in job 

responsibilities or salary, 

• while promotion typically involves an increase in both. 

 

10.1 INTRODUCTION 

 

“Internal mobility” refers to when workers transfer from one 

position to another inside the same department, division, or segment 

of the company. To ensure that an employee’s abilities are always 

being used to meet the needs of their position and the company as a 

whole, internal mobility is essential. Objectives of internal mobility 

include:  

• enhancing organizational effectiveness;  

• removing undesirable positions and structural flaws;  

• enhancing employee effectiveness through better utilization of 

knowledge, skills, and abilities; 

 • ensuring discipline; and 

 • correcting incorrect placements and job assignments. 

Any number of internal moves, such as promotions, demotions, 

transfers, and so on, are possible. 

 

10.2 JOB CHANGES 

 

job changes are a natural part of career progression and workforce 

dynamics. These changes can occur for various reasons and take 

multiple forms, from lateral moves within the same organization to 

dramatic career shifts across industries. Understanding the types of 

job changes, their causes, and how to navigate them can 

significantly impact an individual’s career satisfaction and growth, 

as well as an organization’s performance and adaptability. 
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10.3 JOB TRANSFERS, 

 

A transfer implies a lateral movement of an employee in the 

hierarchy of positions with the same pay and status. Transfers may 

be either company initiated or employee initiated. In fact, a transfer 

is a change in job assignment. It may involve a promotion, demotion 

or no change at all in status and responsibility. 

 

Transfers from one job to another may be either temporary or 

permanent. Temporary transfers may be due to 

• temporary absenteeism 

• shifts in the workload 

• vacations 

Permanent transfers may be due to 

• shifts in the workload 

• vacancies requiring the special skill of the transferred 

employee 

• ill-health of the employee 

Transfer requests might come from the worker himself, from his 

superior, from the head of another department or may be made 

necessary by changes in the volume of trading activities. When the 

transfer request comes from the employee himself, it is because he 

does not like the work or the place of work or the co-workers. 

 

Requests for transfers should be favourably considered especially 

when it comes from an employee. An unsatisfied employee is more 

of a liability than an asset. It is true that no company can comply 

with all requests for transfers. 
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Figure1 1: Types of Transfer 

10.3 1. Production transfer 

Transfers from jobs in which labour requirements are declining to 

jobs in which they are increasing (through resignation or otherwise) 

are called production transfer. 

This type of transfer is made to avoid lay-off of efficient employees 

by providing them with alternative positions in the same 

organisation. 

10.3 2. Replacement transfer 

These are transfers in which a long- service employee is transferred 

to a similar job where he replaces or “bumps” an employee with 

shorter service. This type of transfer is made when all operations are 

declining but management wants to retain the long-service 

employee as long as possible. 
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10.3.3 Versatility transfer 

The versatility transfer (better called ‘rotation’) is for the purpose of 

providing management with a more versatile group of employees. 

This type of transfer will increase the versatility of the employee by 

shifting him from one job to another. The employee gets an 

opportunity for varied job experience. This helps the employee 

through job enlargement. 

 

10.3.4 Remedial transfer 

These transfers are made to remedy the situation. Remedial transfers 

provide management with a procedure whereby an unsatisfactory 

placement can be corrected. Initial placement might be faulty or the 

type of job might not suit his health. In such cases the worker would 

benefit by transfer to a different kind of work. 

 

10.3.5 Benefits of transfers 

• Improve employee skills 

• Remedy faulty placement decisions 

• Prepare the employee for challenging future 

• Improve employee satisfaction 

• Improve employee-employer relations. 

 

10.3.6 Problems with transfers 

• Inconvenient to employees. 

• Employees may or may not fit in the new location 

• Shifting of experienced hands may affect productivity 

• Discriminatory transfer may affect employee satisfaction. 
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10.4 JOB PROMOTIONS 

 

When an employee is promoted, they move up the corporate ladder 

and into a new position. The employee’s pay, social standing, level 

of responsibility, and job title all change when they start a new job. 

The company values the employee’s current role less than the 

staffing of vacancies, according to the overall assessment. In 

contrast to a promotion, a “upgrading” occurs when an employee’s 

income is raised without a corresponding change in their work 

grade. ‘Dry promotion’ refers to situations where a promotion does 

not lead to a change in salary. An internal mobility strategy is a 

promotion. 

 

10.4.1. Advertising Principles  

A promotion may be both a blessing and a curse. It helps boost 

morale and happiness in the workplace if managed properly. When 

not handled properly, it can cause dissatisfaction and annoyance 

among workers. Establishing and enforcing a reasonable policy for 

employee promotions is the purview of the HR manager. 

 

10.4.2 Promotional policy  

It is imperative that HRM have a clear policy about the recruitment 

of new employee’s vs the advancement of current employees to 

higher positions. Top roles in most companies are often filled 

through external recruiting. Promoted from inside fills the lower-

level roles.  

 

10.4.2.1. Bases of promotion 

Human resource management should also decide on the grounds of 

promotion after it has been determined to fill higher positions with 

promotions. Promotions can be based on seniority, merit, or a 

combination of the two. When formulating a promotion strategy, 
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one crucial consideration is whether to promote workers in response 

to open positions or in the absence of such opportunities. When 

employees reach a certain level of service, they are often promoted 

without having to wait for a specific opening to occur. These 

promotions are time-limited and have nothing to do with merit or 

open positions. Another common technique is to associate job 

openings with promotions. In order to keep the ambitious employees 

from getting discouraged, these openings are occasionally 

established.  

 

A job analysis and performance review should come before a 

promotion. Both the job description and the employee’s 

performance review should be carefully considered in order to 

ensure that the individual is qualified for the position.  

 

After consulting with the unions, you should get their stamp of 

approval on the promotion policy.  

 

It is important to post opportunities for promotions in several 

locations so that qualified individuals may apply when promotions 

are based on competence. 

 

10.4.2.2 Seniority based promotion 

If seniority is the bases for promotion, an employee with the longest 

period of service will get promoted, irrespective of whether he is 

competent or not. 

 

Advantages 

• It is easy to administer. 

• It is easy to measure the length of service and judge the 

seniority. 
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• With the base of seniority there is no scope for favouritism, 

discrimination and subjective judgement. 

• By seniority everyone is sure of getting promotion one day. 

• Subordinates are more willing to work under an older boss 

who has given many years of service to the company. 

Disadvantages 

• The learning capabilities of senior (older) employees may 

diminish. 

• It de-motivates the younger and more competent employees 

and it results in more employee turnover. 

• The organisation is deprived of external talent which is very 

necessary due to technological advancements and multi-

culture organisation. 

• Judging the seniority is highly difficult as the problems like 

job seniority, company seniority, regional seniority, service 

in different organizations, trainee experience, research 

experience etc., will crop up. 

 

10.4.2.3. Merit or competence-based promotion 

Merit based promotion occur when an employee is promoted 

because of superior performance in the current job. Merit means an 

individual’s knowledge, skills, abilities as measured from his 

educational qualifications, experience, training, and past 

employment record. 

Advantages 

• Promotion by merit is a reward to encourage those 

employees who make a successful effort to increase their 

knowledge or skill and who maintain a high level of 

productivity. 

• It helps the employer to focus on talented employees 

recognize their talent and reward their contributions. 

• Efficiency is encouraged, recognized and rewarded. 
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• Competent people are retained as better prospects are open 

to them. 

• It inspires other employees to improve their standards of 

performance through active participation in all activities and 

putting in more efforts. 

Disadvantages 

• It is not easy to measure merit. Personal prejudices, biases, 

and union pressures may come in the way of promoting the 

best performer. 

• When young employees get ahead of senior employees in the 

organization this creates frustration among senior 

employees. They feel insecure and may also quit the 

organization. 

• The past performance may not guarantee future success of 

an employee. 

• Loyalty and length of service is not properly rewarded 

 

10.4.2.4 Advantages of Promotion Plan 

• It provides an opportunity to the present employees to move 

into jobs that provide greater personal satisfaction and 

prestige. 

• It offers opportunities to management to provide recognition 

and incentives to the better employees, to correct initial 

mistakes in appointments and to ‘freeze’ inefficient 

personnel. 

• It generates within an organization beneficial pressure on 

work performance and desired behaviour of all its members. 

• It serves as an orderly, logical and prompt source of 

recruitment for management to fill vacancies as they arise. 

• Promotion fulfils the long-cherished desires in the lives of 

employees. 
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10.4.2.5 Disadvantages of Promotion Plan 

• Promotion promotes “inbreeding” in which the company 

will not have new blood and new thinking. Old habits and 

ideas are perpetuated. 

• The system becomes stagnant, repetitious and very 

conventional. 

• The newer employees are introduced at places where they 

are having little influence. 

 

10.5 JOB SEPARATIONS 

 

Employee separation occurs when employees cease to be a member 

of an organization. Agreement between employer & employee 

comes to an end. Employees decide to leave the organization or 

organization ask employee to leave. Reasons for employee 

separations are voluntary or involuntary. In the former initiation for 

separation is taken by employee himself or herself. Where the 

employer initiates to separate an employee, it becomes involuntary 

separation 

 

10.5 1. Voluntary Separations 

Voluntary separations refer to situations where employees choose to 

leave their jobs on their own initiative rather than being terminated 

or laid off by their employer. This can include resignations, 

retirements, or even job abandonment. Voluntary separations are a 

normal part of the employment life cycle, and understanding their 

causes and effects can help organizations manage workforce 

dynamics effectively. 
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Reasons for Voluntary Separations 

1. Career Advancement: Employees may leave for better job 

opportunities, higher salaries, more responsibilities, or more 

suitable job roles in other organizations. 

2. Work-Life Balance: Individuals might resign to seek 

positions that offer more flexible working hours, less stress, 

or a better geographical location closer to family. 

3. Organizational Climate: If the work environment is 

unsatisfactory, whether due to poor management, lack of 

recognition, or negative workplace culture, employees might 

decide to leave. 

4. Personal Reasons
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10.5.7. Voluntary retirement scheme 

Beginning in the early 1980’s, companies both public and private 

sector have been sending home surplus labour for good reasons not 

by retrenchment but by a novel scheme called Voluntary retirement 

scheme VRS also called the “golden hand shake plan”. Handsome 

compensation is paid to the leaving employees. VRS is thought to 
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4. Professional Development: Education, training, or 

experiences that contribute to an individual’s skills and 

career growth. 

5. Leadership Transition: The process of preparing for and 

moving into a leadership or management role within an 

organization. 

Separations 

1. Resignation: Voluntarily leaving a position or company, 

often for personal reasons or to pursue other opportunities. 

2. Layoff: A temporary or permanent separation from a job due 

to economic reasons, organizational restructuring, or other 

factors beyond an employee’s control. 

3. Termination: The end of an employee’s job with a 

company, which can be voluntary or involuntary. 

4. Exit Interview: A meeting between a departing employee 

and the organization (often HR) to discuss the employee’s 

reasons for leaving and gather feedback on the company’s 

practices. 

5. Workforce Reduction: The process of decreasing the size 

of an organization’s employee base, typically through 

layoffs, buyouts, or retirements. 

10.8 ANSWERS TO CHECK YOUR 

PROGRESS 

 

Transfers 

1. What criteria does the company use to evaluate an 

employee’s eligibility for a transfer to a different department 

or location? 

2. Can an employee initiate a request for a transfer, and if so, 

what is the process? 

3. How does the company support employees in adapting to 

their new roles and responsibilities after a transfer? 
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Promotions 

4. What is the typical process for identifying and selecting 

employees for promotion within the company? 

5. Are there specific performance metrics or goals that 

employees need to meet to be considered for promotion? 

6. How does the company ensure fairness and transparency in 

the promotion process? 

Separations 

7. What steps should an employee take if they decide to 

voluntarily resign from their position? 

8. In the case of layoffs, how does the company determine 

which positions will be affected? 

9. What support or resources does the company offer to 

employees who are leaving, such as outplacement services 

or assistance with job searches? 

10. How does the company handle the handover of 

responsibilities from a departing employee to ensure 

continuity in operations? 
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11.0 OBJECTIVES 

 

• To equip employees with the skills necessary for their 

current jobs or to prepare them for future roles. 

•  To enhance the overall performance of employees, making 

them more effective and efficient in their roles. 

• To increase job satisfaction and motivation, leading to 

higher employee retention rates. 

• To ensure employees can adapt to new technologies, 

methodologies, and changes within the market or regulatory 

environments. 
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• To identify and develop future leaders within the 

organization 

11.1 INTRODUCTION 

 

In the dynamic landscape of modern business, the processes of 

training and development, recruitment, selection, and development 

of employees are integral to organizational success. These practices 

are essential not only for attracting top talent but also for nurturing 

and retaining that talent, thereby fostering a competitive edge in 

rapidly evolving markets. This introduction explores the core 

concepts of training and development and highlights the emerging 

trends reshaping how organizations approach recruitment, selection, 

and employee development. 

 

Training and Development: An Overview 

Training and development encompass a range of activities aimed at 

enhancing the skills, knowledge, and capabilities of employees. 

Training focuses on the acquisition of specific skills required for a 

particular job or task, often aimed at improving performance in the 

current role. Development, on the other hand, takes a broader and 

long-term perspective, focusing on the growth of the individual in 

their career and future roles. Together, training and development 

initiatives support the organization’s goals while fulfilling the 

individual’s need for personal growth and advancement. 

 

The strategic importance of training and development lies in its 

ability to adapt the workforce to the changing demands of the 

market, innovate processes and products, and maintain high levels 

of employee satisfaction and retention. Effective training and 

development programs are closely aligned with organizational goals 

and are tailored to the diverse needs of the workforce. 
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Emerging Trends in Recruitment, Selection, and Development 

The realms of recruitment, selection, and development are 

witnessing transformative changes, driven by technological 

advancements, changing workforce demographics, and evolving 

expectations of work-life balance. Some of the most significant 

emerging trends include: 

 

• Remote and Flexible Work Opportunities: The rise of 

remote work has expanded the talent pool globally, requiring 

new strategies in recruitment and selection processes that 

can accommodate a dispersed workforce. 

• Use of Artificial Intelligence (AI) and Automation: AI is 

revolutionizing how organizations scout, assess, and select 
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their recruitment, selection, and development strategies to 

build more inclusive and representative workplaces. 

• Personalized Employee Experiences: Tailoring the 

recruitment process and development programs to fit the 

individual needs and preferences of candidates and 

employees is becoming a hallmark of modern HR practices. 

• Mental Health and Well-being: Increasingly, recruitment 

and development programs incorporate considerations for 

mental health and well-being, recognizing their impact on 

employee performance and satisfaction. 

 

11.2 AN OVERVIEW OF TRAINING AND 

DEVELOPMENT 

 

Training and development are crucial aspects of human resources 

management, focusing on enhancing the effectiveness of individuals 

and groups within an organization. This process is fundamental for 

aligning employee skills, knowledge, and abilities with the strategic 

goals of the organization. It is also vital for continuous 

improvement, employee satisfaction, and retention. 

 

Overview of Training and Development 

Definition 

• Training: Typically refers to the process of acquiring 

specific skills or types of knowledge to improve 

performance in current roles. 

• Development: Involves broader growth and education to 

prepare individuals for future responsibilities and career 

progression. 

Objectives 

• Enhance Performance: Improve the efficiency and 

effectiveness of employees in their current jobs. 
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• Employee Growth: Equip employees with skills and 
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• Applications: Useful for complex skill development, 

leadership training, and foundational knowledge that 

employees can then apply in their roles. 

11.2.3. Technical or Hard Skills Training 

• Description: Focuses on teaching the specific skills required 

for a job or industry, such as programming languages, 

machinery operation, or financial analysis techniques. 

• Advantages: Directly improves job performance and 

productivity. It’s essential for keeping up with technological 

advancements and industry standards. 

• Applications: Essential in sectors like IT, engineering, 

finance, and healthcare, where specific technical 

competencies are required. 

11.2.4. Soft Skills Development 

• Description: Targets the interpersonal and intrapersonal 

skills that facilitate effective communication, teamwork, 

problem-solving, and leadership. 

• Advantages: Enhances workplace culture, improves 

teamwork, and is critical for leadership roles. Soft skills are 

increasingly valued in all industries as they complement 

technical skills. 

• Applications: Beneficial for all employees, from entry-level 

to senior management, across all sectors. 

11.2.5. Compliance Training 

• Description: Designed to ensure employees are aware of 

and understand relevant laws, regulations, and company 

policies that affect their work and workplace behaviour. 

• Advantages: Helps prevent violations that could lead to 

legal liability for the organization and ensures a safer, more 

respectful work environment. 

• Applications: Mandatory in sectors with strict regulatory 

requirements, such as finance, healthcare, and 
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manufacturing. Also applicable to all organizations for areas 

like workplace safety, anti-harassment, and data protection. 

 

Integrating Training Types for Comprehensive Development 

In practice, organizations often blend these training types to create 

a comprehensive development program tailored to their specific 

needs and goals. For instance, a program might start with off-the-

job training for foundational knowledge, followed by on-the-job 

training for practical skills, complemented by soft skills 

development to round out employee capabilities. Compliance 

training is typically ongoing, ensuring all staff remain informed 

about necessary legal and policy-related matters. 

The effectiveness of training and development programs hinges on 

their alignment with organizational objectives, the relevance to 

employee roles, and the incorporation of effective learning 

strategies that engage and motivate employees to apply what they’ve 

learned in their daily tasks. 

 

11.3 EMERGING TRENDS IN 

RECRUITMENT 

 

Expectations of both employers and job seekers. As of my last 

update in early 2023, these trends were heavily influenced by 

technological advancements, changes in work culture, and the 

ongoing global response to the COVID-19 pandemic. Here’s a look 

at some key trends that have been shaping the recruitment 

landscape: 

1. Remote and Hybrid Work Arrangements: The pandemic 

accelerated the shift towards remote and hybrid work 

models. Employers are now more open to hiring remote 

employees, expanding their talent pool beyond geographical 

limits. This trend is expected to persist as companies and 
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employees alike appreciate the flexibility and work-life 

balance these arrangements offer. 

2. Use of AI and Automation in Recruitment: Artificial 

Intelligence (AI) and automation tools are increasingly being 

used to streamline the recruitment process. From sourcing 

candidates and screening resumes to scheduling interviews 

and engaging candidates, these technologies can save time 

and reduce human bias in the selection process. 

3. Emphasis on Soft Skills: There’s a growing recognition of 

the importance of soft skills alongside technical abilities. 

Skills like communication, adaptability, and emotional 

intelligence are becoming critical parameters in the 

recruitment process. 

4. Data-Driven Recruitment: The use of data analytics in 

recruitment is on the rise. Organizations are leveraging data 

to make informed decisions about where to find talent, how 

to engage with candidates, and which recruitment strategies 

are most effective. 

5. Employer Branding: In a competitive job market, building 

a strong employer brand has become crucial for attracting 

top talent. Companies are investing in showcasing their 

culture, values, and employee experiences to stand out to 

potential candidates. 

6. Focus on Diversity, Equity, and Inclusion (DEI): There’s 

an increasing emphasis on DEI in recruitment strategies. 
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2. AI and Predictive Analytics 

AI tools and predictive analytics are increasingly used to screen 

candidates and predict job performance. These technologies can 

analyses vast amounts of data from resumes, assessments, and 

digital interviews to identify the most promising candidates, 

reducing the time and bias associated with human screening. 

3. Skills and Competency-Based Assessments 

Organizations are moving towards skills and competency-based 

assessments rather than focusing solely on experience and academic 

qualifications. This approach helps uncover hidden talents and 

opens opportunities for candidates who may lack traditional 

credentials but possess the necessary skills. 

4. Cultural Fit and Value Alignment 

Assessing for cultural fit and value alignment has become a critical 

part of the selection process. Organizations are using various tools 

and methods, such as behavioural interviews and situational 

judgment tests, to ensure candidates’ values align with the company 

culture. 

5. Social Media and Online Presence 

Employers are increasingly looking at candidates’ social media 

profiles and online presence as part of the selection process. This 

practice can provide insights into a candidate’s personality, 

interests, and cultural fit. 

Development 

1. Continuous Learning and Upskilling 

The rapid pace of technological change requires continuous learning 

and upskilling. Organizations are investing in learning management 
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systems (LMS), online courses, and in-house training programs to 

help employees stay current with industry trends and technology. 

2. Personalized Learning Paths 

With the aid of AI and learning analytics, organizations are able to 

offer personalized learning paths for employees. These paths take 

into account an individual’s current skills, career aspirations, and 

learning pace, making professional development more relevant and 

effective. 

3. Mentoring and Coaching 

Mentoring and coaching programs are becoming more structured 

and integrated into professional development plans. These programs 

help employees navigate their career paths, develop leadership 

skills, and increase job satisfaction. 

4. Focus on Soft Skills Development 

There’s a growing recognition of the importance of soft skills, such 

as emotional intelligence, adaptability, and communication. 

Development programs are increasingly incorporating training on 

these skills, recognizing their critical role in professional success. 

5. Performance Management Evolution 

Performance management is shifting from annual reviews to 

continuous feedback and goal-setting processes. This approach 

allows for more timely adjustments, personal growth, and alignment 

with organizational objectives. 

6. Leadership Development 

Leadership development programs are focusing not just on high-

potential employees but are being democratized across levels, 

acknowledging that leadership skills are critical at all levels of the 

organization. 
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7. Diversity, Equity, and Inclusion (DEI) Training 

DEI training programs are becoming a standard part of professional 

development, aiming to create more inclusive work environments. 

These programs address unconscious bias, cultural competence, and 

inclusive leadership practices. 

As organizations adapt to these trends in selection and development, 

they’re likely to see improvements in employee engagement, 

performance, and retention. Keeping abreast of these trends allows 

organizations to remain competitive in attracting and retaining talent 

in a rapidly changing workforce landscape. 

11.5 LET US SUM UP 

 

• The integration of technology in HR practices will continue 

to evolve, with AI, machine learning, and data analytics 

leading the way in refining and personalizing the 

recruitment, selection, and development processes. 

• Organizations will need to balance the technological aspects 

of these processes with the human element, ensuring that 

technology aids rather than replaces the human touch in 

recruitment and development. 

• The focus on DEI, mental health, and well-being will 

become even more pronounced, as organizations recognize 
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6. How can organizations balance the need for specialized skills 

training with the development of soft skills? 

7. What are the challenges in implementing remote training 

programs, and how can they be addressed? 

8. How can companies ensure inclusivity and accessibility in their 

training and development programs? 

9. How are AI and machine learning technologies transforming the 

recruitment and selection process? 

10 In what ways can organizations attract diverse talent and promote 

a culture of inclusivity from the recruitment phase? 

11. What are the key considerations in designing a candidate 

selection process that minimizes bias? 

12. How has the emphasis on skills-based hiring changed the way 

organizations view candidate qualifications and potential? 

13. What strategies can be effective in integrating mental health and 

well-being into the recruitment and development processes? 

14. How can data analytics be used to improve the effectiveness of 

recruitment strategies and employee development plans? 

15. What are the challenges and opportunities of remote recruitment 

and virtual onboarding processes? 

16. How can organizations keep pace with the changing 

expectations of the workforce, particularly regarding flexibility, 

work-life balance, and remote work opportunities? 

17. What role does employer branding play in attracting top talent, 

and how can it be effectively communicated in the recruitment 

process? 

18. How can continuous feedback and performance management be 

integrated into employee development strategies to foster growth 

and engagement? 
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12.0 OBJECTIVES 

 

• The objectives of compensation management, 

encompassing job evaluation, base compensation, and 

supplementary compensation, are multifaceted.  

• These components work in tandem to establish a 

structured, equitable, and competitive compensation 

system that supports an organization’s strategic goals.  





Human Resource Management - 226 
 

 

 

Supplementary Compensation 

• Enhance Motivation and Performance: Offer 

performance-related pay and bonuses to motivate 

employees and reward them for their contributions to 

organizational success. 

• Address Individual Needs: Provide a range of benefits 

and perks tailored to meet the diverse needs of the 

workforce, enhancing job satisfaction and work-life 

balance. 

• Foster Loyalty and Commitment: Encourage 

employee loyalty and long-term commitment to the 

organization by offering supplementary benefits, such as 

retirement plans and health insurance, that contribute to 

employees’ security and well-being. 

• Strengthen Employer Brand: Position the organization 

as an employer of choice by offering attractive 

supplementary compensation packages that go beyond 

the industry norm. 

 

12.1 INTRODUCTION 

 

Compensation management is a fundamental aspect of human 

resource management that aims to develop a fair, equitable, and 

competitive compensation system within an organization. This 

intricate process involves the assessment and determination of the 

value of jobs (job evaluation), setting appropriate base salaries (base 

compensation), and deciding on additional benefits or rewards 

(supplementary compensation) to offer employees. The overarching 

goal is to attract, retain, and motivate employees while ensuring 
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compliance with legal standards and alignment with the 

organization’s financial capabilities and strategic objectives. 

 

The foundation of an effective compensation management system 

begins with job evaluation—a systematic approach used to ascertain 

the relative value of jobs within an organization. This process 

involves analysing and comparing jobs to determine their relative 

worth, which in turn helps in establishing a structured pay scale. By 

doing so, organizations can ensure that their compensation practices 

are equitable, defensible, and aligned with the market. 

Base compensation refers to the primary salary or wages that an 

employee earns, excluding any extra forms of compensation such as 

bonuses or benefits. It is usually determined based on the outcome 

of the job evaluation process and varies depending on factors like 

job complexity, skills required, and market competitiveness for 

similar roles. Base compensation plays a critical role in attracting 

and retaining talent, as it directly reflects the value an organization 

places on a job and, by extension, the employee performing it. 

 

Beyond the base salary, supplementary compensation encompasses 

a variety of additional financial and non-financial rewards designed 

to motivate employees and address their diverse needs. These may 

include performance bonuses, stock options, health benefits, 

retirement plans, and other perks. Supplementary compensation 

strategies are tailored to complement the base pay and strengthen 

the overall compensation package, making it more attractive to 

current and potential employees. 

 

Together, these components form a comprehensive compensation 

management system that supports an organization’s strategic goals, 

promotes fairness, and fosters a positive and productive work 

environment. By carefully balancing job evaluation, base 
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they are more likely to have trust in the organization. This 

can make negotiations smoother and more productive. 

 

Implementing Job Evaluation Objectives 

To effectively implement these objectives, organizations should: 

• Regularly Review and Update: Job roles and market 

conditions change over time. Regularly reviewing and 

updating job evaluations ensures that the organization 

continues to meet these objectives effectively. 

• Communicate Clearly: Transparency about how job 

evaluations are conducted and how they impact 

compensation is crucial. CleTJ
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• Offers a high level of objectivity by quantifying job 

elements. 

• Flexible and adaptable to a wide range of jobs and 

industries. 

• Cons: 

• Can be complex and time-consuming to develop and 

implement. 

• Requires regular updating to ensure factor weights 

and points remain relevant. 

4. Factor Comparison Method 

• How It Works: A combination of the ranking and point 

methods. Key factors are identified (similar to the point 

method), each job is ranked against these factors, and then 

pay rates are assigned based on the rankings. 

• Pros: 

• Provides a detailed and nuanced evaluation of jobs. 

• Useful for establishing pay scales by directly linking 

job worth with compensation. 

• Cons: 

• Complex to set up and maintain, requiring detailed 

analysis and understanding of each job. 

• May be difficult to apply in organizations with a 

large variety of job types. 

 

Choosing the Right Method 

The choice among these methods depends on various factors, 

including the size of the organization, the nature of its jobs, and the 

resources available for conducting job evaluations. Larger 

organizations might lean towards the point or factor comparison 

methods for their detail and scalability, while smaller organizations 

might prefer the simplicity of the ranking or classification methods. 
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Implementation Considerations 

Regardless of the method chosen, several best practices can ensure 

the effectiveness of job evaluations: 

• 
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2. Market Competitiveness 

• Aligns Compensation with Market Rates: Job evaluation 

allows organizations to benchmark their compensation 

packages against those offered by competitors and the 

broader market. This is essential for attracting and retaining 

top talent. 

• Informed Compensation Strategy: It provides a data-

driven basis for setting pay levels, enabling organizations to 

strategically position themselves as employers of choice in 

their respective markets. 

3. Transparency and Equity 

• Builds Trust with Employees: Transparency about how 

compensation decisions are made, grounded in a systematic 

and objective job evaluation process, builds trust among 

employees. It demonstrates that the organization values 

fairness and is committed to equitable treatment. 

• Promotes a Positive Workplace Culture: Equitable 

compensation practices contribute to a positive workplace 

culture, where employees feel valued and motivated. This 

can lead to higher employee engagement, productivity, and 

satisfaction. 

4. Legal Compliance 

• Avoids Legal Pitfalls: Adhering to principles of equal pay 

for work of equal value and non-discrimination is not just a 

moral imperative but a legal requirement in many 

jurisdictions. Job evaluation helps organizations in 

documenting and justifying pay decisions, making it easier 

to comply with these laws. 

• Mitigates Risk of Litigation: By having a transparent and 

objective basis for compensation, organizations can better 

defend against claims of pay discrimination or inequity, 

reducing the risk of costly legal challenges. 



Human Resource Management - 235 
 

Implementation for Effective Compensation Management 

Implementing job evaluation effectively requires a few key 

considerations: 

• Stakeholder Engagement: Involving a wide range of 

stakeholders in the job evaluation process ensures that 

diverse perspectives are considered, enhancing the 

credibility and acceptance of the evaluation outcomes. 

• Continuous Monitoring and Updating: Job roles, market 

conditions, and legal requirements change. Regularly 

reviewing and updating job evaluations and compensation 

structures ensures they remain relevant and effective. 

• Effective Communication: Clearly communicating the job 

evaluation process, criteria used, and the rationale behind 

compensation decisions helps in managing expectations and 

reinforcing the organization’s commitment to fair and 

competitive compensation practices. 

 

12.2.4 Challenges and Considerations 

Compensation management and job evaluation are critical yet 

complex processes that organizations must navigate carefully. These 

processes are fraught with various challenges and considerations 

that can impact their effectiveness and outcomes. Understanding 

these challenges is crucial for HR professionals and organizational 

leaders as they work to create equitable, competitive, and legally 

compliant compensation systems. Here are some key challenges and 

considerations in the context of job evaluation: 

 

1. Maintaining Objectivity 

• Challenge: Subjectivity can creep into job evaluations, 

influenced by biases or preconceptions about certain roles or 

departments. 
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compensation, and how employees can provide input or seek 

redress. 

6. Job Evolution and New Roles 

• Challenge: Traditional job evaluation methods may struggle 

to accurately assess new or rapidly evolving roles, 

particularly in tech and digital sectors. 

• Consideration: Incorporating more dynamic evaluation 

criteria that can adapt to changes in job content and 

requirements. 

7. Employee Perception and Satisfaction 

• Challenge: Negative perceptions or dissatisfaction with the 

job evaluation process or outcomes can impact morale and 

engagement. 

• Consideration: Ensuring the process is participative, 

transparent, and includes mechanisms for feedback and 

appeals. 

8. Cost and Resource Constraints 

• Challenge: Comprehensive job evaluations can be resource-

intensive, requiring significant time and effort from HR and 

other departments. 

• Consideration: Leveraging technology and software 

solutions can streamline the process and reduce the burden 

on internal resources. 

9. Integrating with Overall HR Strategy 

• Challenge: Ensuring that job evaluation aligns with and 

supports broader HR and organizational strategies, including 

talent management, performance evaluation, and strategic 

planning. 

• Consideration: Regular alignment meetings and strategy 

sessions between HR and organizational leadership can 

ensure coherence and integration. 
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Addressing these challenges requires a thoughtful approach, careful 

planning, and ongoing monitoring. By acknowledging and actively 

managing these considerations, organizations can enhance the 

effectiveness of their compensation management and job evaluation 

efforts, leading to more equitable, competitive, and successful 

outcomes. 

 

12.3 BASE COMPENSATION 

 

Base compensation is a critical element within the broader 

framework of compensation management and job evaluation. It 

refers to the initial salary or hourly wage paid to an employee for 

their job, not including any extra benefits such as bonuses, overtime, 

allowances, or incentives. Base compensation is determined through 

a systematic evaluation of the job’s requirements, responsibilities, 

complexity, and the skills and qualifications needed to perform it. 

This evaluation ensures that the compensation is equitable and 

competitive, aligning with both internal standards and market 

conditions. 

 

Key Components in Determining Base Compensation: 

1. Job Evaluation: This is the process of systematically 

determining a job’s relative value or worth within an 

organization by analysing its duties, responsibilities, 

complexity, and the qualifications needed. The outcome of 

job evaluation is a critical factor in setting base 

compensation levels. 

2. Salary Surveys and Market Analysis: Gathering and 

analysing data on compensation rates for similar roles in the 

same industry and geographical area. This information helps 

ensure that an organization’s base compensation is 

competitive, aiding in the attraction and retention of talent. 
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3. Internal Equity: Assessing the compensation levels of 

similar roles within the organization to maintain fairness and 

equity. This involves a careful balancing act to ensure that 

employees with similar responsibilities and in similar job 

grades receive equitable pay. 

4. Organizational Pay Policy: An organization’s overall pay 

strategy, including its position in the market (e.g., leader, 

matcher, or lagger), directly influences base compensation. 

Organizations may choose to lead the market to attract top 

talent, match the market to stay competitive, or lag the 

market where they offer lower base pay but provide higher 

incentives or benefits. 

5. Legal Compliance: Ensuring that base compensation 

complies with all relevant laws and regulations, including 

minimum wage laws, equal pay acts, and other labor 

standards, is essential to avoid legal penalties and ensure fair 

treatment of employees. 

 

Challenges in Determining Base Compensation: 

• Balancing Competitiveness and Budget Constraints: 

Organizations must find a balance between offering 

competitive compensation packages to attract and retain 

talent and adhering to budgetary constraints. 

• Adapting to Market Fluctuations: Rapid changes in the 

job market can make it challenging to keep base 

compensation levels both competitive and equitable. 

• Addressing Pay Disparities: Identifying and correcting 

historical pay disparities or anomalies within the 

organization requires diligent monitoring and adjustment of 

base compensation. 
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Strategies for Effective Base Compensation Management: 

• Regularly Review and Adjust Compensation Structures: 

To keep pace with market changes and internal 

developments, organizations should periodically review and 

adjust their compensation structures. 

• Transparent Communication: Clearly communicating 

how base compensation is determined can enhance 

transparency and fairness, improving employee satisfaction 

and trust in the process. 

• Leverage Technology: Utilizing compensation 

management software can help organizations streamline the 

process of analysing job evaluations, conducting market 

analyses, and managing internal equity. 

 

Base compensation is more than just a number; it reflects an 

organization’s valuation of a job’s worth and its commitment to fair 

and competitive compensation practices. By carefully integrating 

job evaluation outcomes with strategic considerations about market 

positioning, internal equity, and legal compliance, organizations can 

develop effective base compensation systems that support their 

broader human resource and organizational goals. 

 

12.4 SUPPLEMENTARY COMPENSATION;  

 

Supplementary compensation, often referred to as indirect 

compensation, encompasses the non-wage benefits provided to 

employees in addition to their base salary or wages. These benefits 

are a crucial component of an organization’s overall compensation 

management strategy, helping to attract, motivate, and retain talent 

by offering value beyond just monetary pay. Supplementary 

compensation can vary widely between organizations and 
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industries, reflecting the diversity of workforce needs and 

organizational capabilities. 

 

Types of Supplementary Compensation: 

1. Health Benefits: Including medical, dental, and vision 

insurance, these benefits are highly valued by employees and 

can significantly impact their health and financial wellbeing. 

2. Retirement Plans: Contributions to pension plans or 401(k) 

plans help employees secure their financial future beyond 

their working years. 

3. Life and Disability Insurance: Providing insurance 

coverage that protects employees and their families in case 

of unforeseen circumstances. 

4. Paid Time Off (PTO): Including vacation days, sick leave, 

and personal days. PTO is a critical component of work-life 

balance and employee wellbeing. 

5. Performance Bonuses: Although sometimes considered 

part of direct compensation, bonuses based on individual, 

team, or company performance provide additional financial 

rewards to employees. 

6. Stock Options and Equity: For many companies, 

especially startups, offering stock options or equity stakes 

can be a way to attract top talent by giving them a share in 

the company’s future success. 

7. Education and Training Benefits: Reimbursements or 

direct payment for professional development courses, 

certifications, or further education align employees’ growth 

with organizational needs. 

8. Workplace Flexibility: Options such as remote work, 

flexible schedules, and compressed workweeks can be 

highly valued by employees seeking a better balance 

between their professional and personal lives. 
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9. Wellness Programs: Initiatives focused on employee health 

and wellness, including gym memberships, wellness apps, or 

onsite health services, contribute to a healthier and more 

productive workforce. 

10. Employee Assistance Programs (EAPs): Providing 

confidential counselling and support services for personal or 

work-related issues helps maintain employee mental and 

emotional wellbeing. 

 

Challenges in Managing Supplementary Compensation: 

• Cost Management: Balancing the provision of competitive 

supplementary benefits with the financial realities and 

budget constraints of the organization. 

• Equity and Fairness: Ensuring equitable access to benefits 

across different employee groups, avoiding perceptions of 

favouritism or discrimination. 

• Legal Compliance: Navigating the complex regulatory 

environment related to benefits provision, including 

compliance with health care laws, tax implications, and other 

statutory requirements. 

• Changing Workforce Expectations: Adapting benefits 

offerings to meet the evolving expectations of a diverse 

workforce, including different generations with varying 

preferences and needs. 

 

Strategies for Effective Management: 

• Regularly Review Benefits Offerings: Organizations 

should continuously assess their benefits offerings to ensure 

they remain competitive, cost-effective, and aligned with 

employee needs. 

• Communicate Value: Clearly communicating the value of 

supplementary compensation to employees is crucial for 
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ensuring they understand and appreciate the full extent of 

their total compensation package. 

• Tailor Benefits: Considering flexible benefits options that 

allow employees to choose the benefits most relevant to their 

needs can increase satisfaction and perceived value. 

• Leverage Technology: Using benefits administration 

technology can streamline the management of 

supplementary compensation, making it easier for both 

employees and employers to navigate. 

 

Supplementary compensation plays a vital role in a comprehensive 

compensation management strategy, helping organizations to not 

only attract and retain talent but also to support the overall wellbeing 

and satisfaction of their employees. By carefully designing and 

managing these benefits, organizations can create a more engaged, 

motivated, and productive workforce. 

 

12.5 LET US SUM UP 

 

In conclusion, compensation management, through its critical 

components of job evaluation, base compensation, and 

supplementary compensation, serves as the backbone of an 

organization’s human resource strategy. The systematic approach to 

job evaluation ensures a fair and equitable structure for determining 

the value of each job, laying the groundwork for both base and 

supplementary compensation strategies. These compensation 

elements are pivotal in attracting, motivating, and retaining a skilled 

and committed workforce, which is indispensable for the success of 

any organization. 

 

Base compensation is essential for providing employees with a 

reliable and competitive income that reflects the value of their work 
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and their contribution to the organization. It sets the foundation for 

financial security and job satisfaction among employees. On the 

other hand, supplementary compensation adds an additional layer of 

value to the total compensation package, offering benefits and 

incentives that cater to the diverse needs and preferences of 

employees. This not only enhances job satisfaction and work-life 

balance but also serves as a powerful tool for reinforcing positive 

behaviours and rewarding exceptional performance. 

 

Together, these components of compensation management create a 

harmonious balance between organizational objectives and 

employee needs. They ensure compliance with legal standards, 

foster a culture of fairness and equity, and support strategic goals 

related to workforce management and operational excellence. 

Moreover, a well-designed compensation system strengthens the 

employer brand, making the organization more attractive to 

potential talent while encouraging loyalty and a sense of belonging 

among current employees. 

 

Ultimately, effective compensation management is about much 

more than just financial rewards; it’s about recognizing and valuing 

employees’ contributions, addressing their needs, and fostering a 

productive, positive, and engaging work environment. As 

businesses continue to navigate the complexities of the modern 

workforce, the importance of a strategic approach to compensation 

management cannot be overstated. It remains a critical factor in 

driving organizational success, innovation, and competitiveness in 

an ever-changing global market. 
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12.6 KEY WORDS 

 

To encapsulate the essence of compensation management along 

with its integral components—job evaluation, base compensation, 

and supplementary compensation—here is a curated list of key 

words and phrases that highlight the core concepts and practices: 

1. Compensation Management: Strategic alignment, total 

compensation strategy, equitable pay structure. 

2. Job Evaluation: Systematic assessment, relative worth of 

jobs, job ranking, job classification, job grading, point factor 

method, equity in job value. 

3. Base Compensation: Salary structures, wage 

determination, pay scales, market competitiveness, financial 

security, pay equity, internal consistency. 

4. Supplementary Compensation: Performance bonuses, 

benefits package, non-wage compensations, incentives, 

health insurance, retirement plans, work-life balance perks. 

5. Attract and Retain: Talent attraction, employee retention, 

competitive compensation packages, employer branding. 

6. Motivation and Performance: Employee motivation, 

performance-based pay, reward systems, productivity 

enhancement. 

7. Equity and Fairness: Compensation equity, gender pay 

gap, fairness in pay, legal compliance, pay transparency. 

8. Strategic Objectives: Organizational goals, strategic 

compensation planning, alignment with business strategy. 

9. Employee Satisfaction: Job satisfaction, employee 

engagement, satisfaction drivers, employee well-being. 

10. Cost Management: Budgetary constraints, financial 

sustainability, compensation cost control. 

11. Legal Standards: Compliance, equal pay, labour laws, 

compensation regulations. 
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13.0 OBJECTIVES 

 

After reading this unit, you should be able to:  

• define what is compensation and compensation 

management 

• identify and understand the components of 

compensation 

• define different terminologies relating to compensation 

• understand the objectives of compensation management  

• evaluate the need and importance of compensation 

management  

• explain compensation management system 

• discuss the factors determining compensation 
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that it more than just a wage. What an individual earns at the 

beginning of their career has a significant impact on the 

compensation offers they receive from rival companies in the future. 

A person’s knowledge, abilities, and efforts are exchanged for more 

than just an annual pay. Monthly pay is a classic example of a 

tangible kind of income that is closely related to more conventional 

forms of remuneration. Comprehensive pay takes into account all 

employee benefits, including pensions and other bonuses. 

“Compensation= Wages/Salary + Employee benefits + Employee 

pension + Perks + Other quality of work-life factors” is one way to 

formulate the idea of holistic compensation. 

 

13.3 COMPONENTS OF COMPENSATION 

 

The organization’s compensation system involves not only the pay 

for work or performance but also other parts of the package. It can 

be roughly divided into direct salary/ wages and indirect benefits. In 

this section we shall discuss those components of compensation 

package in detail. 

 

As discussed above compensation comprises of monetary salary and 

other benefits which are direct or indirect, cash or non-cash. As 

defined by Milkovich & Newman, benefits are the part of the total 

compensation package provided to the employee in whole or in part 

by payments from the employer and it does not comprise of the pay 

for time spent on work. 

 

I. Direct Benefits 

i. Basic Pay. The main part of pay package is basic pay. For blue-

collar workers basic 

wage may be based on work done (price wage system) but for white-

collar employees, 
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supervisory staff and managers, basic salary is generally time 

bound. Basic pay is generally 

determined through job evaluation which is the process of 

systematically ascertaining the 

relative worth of a job. 

1. Allowances. Several allowances are paid in addition to basic pay. 

Some of these 

allowances are given below: 

a. Dearness Allowance: This allowance is given to protect real 

income against inflation. 

Generally, dearness allowance (DA) is paid as a percentage of basic 

pay. 

b. House Rent Allowance: Employers who do not provide living 

accommodation and pay 

house rent allowance (HRA) to employees. This allowance is 

calculated as a percentage 

of basic pay (Percentage varies according to Class of city from 10% 

to 35% of basic 

pay in case of government employees). 

c. City Compensatory Allowance: This allowance is paid generally 

to employees in 

metros and other big cities where cost of living is comparatively 

high. City compensatory 

allowance (CCA) is generally a fixed amount per month. 

d. Conveyance Allowance: Some employers pay transport 

allowance (TA) to them 

employees. A fixed sum is paid every month to cover a part of 

traveling charges. In some 

cases, medical allowance, education allowance for children, Tiffin 

allowance are also 

paid. 
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ii. Incentives: Incentive compensation is performance-linked 

remuneration paid with 

the aim to encourage employees to work more and perform better. 

Both individual incentives 

and group incentives are used. Some of the examples of incentives 

are listed above. 

II. Indirect Benefits 

i. Fringe Benefits/Perquisites: Different types of benefits are paid 

particularly 

to senior managers. Provident funds, pensions, gratuity, encashment 

of earned leave, company 

house, company car, leave travel concession (LTC), medical aid, 

interest free loan, holiday 

homes, entertainment, stock options, etc. are examples of such 

benefits. 

 

13.4 TERMINOLOGIES  

 

There are some words which are often used in the concept which 

one must be aware of. These give us an in depth understanding of 

the whole concept. Let us have a look at various terminologies and 

concepts relating to employee compensation. 

 Wage: wages are the remuneration paid to the employees by the 

employer for their services on hourly, daily, weekly or fortnightly 

basis. It also means the remuneration paid to production and 

maintenance employees.  

Salary: Salary refers to the remuneration paid to employees in 

clerical and managerial cadre and who are employed monthly or 

annual basis. o Salary and wage are used interchangeably and 

treated same nowadays. Hence, we can define salary and wage 

together as direct remuneration paid to employees in return for their 

performance in the organization.  
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Nominal wage: Nominal wage is the rate of pay at which employees 

are compensated. 

 Real wage: It is the amount of wage arrived at after considering the 

living cost. Real wage, on the other hand, takes inflation into 

account.  

Minimum wage: Minimum wage is the minimum amount of 

compensation/ salary an employee must be paid. It is enforced 

through law and payment of wage less than the minimum wage is 

an illegal action. The minimum wage attempts to protect employees 

from exploitation, allowing them to afford the basic necessities of 

life. The minimum wage rate fluctuates between countries, and 

sometimes between states or provinces. The Minimum Wage Act, 

1948 sets the minimum wage to be paid in India.  

Fair Wage: It is that wage which is above the minimum wage but 

below the living wage. According to the Committee on Fair Wage, 

1948 fair wage must be determined by taking into account the 

productivity of the labor, the present rate of wages in similar 

occupations, the level of national income and its distribution, the 

employer’s capacity to pay and the place where the industry stands. 

 Living wage: According to the Committee on Fair Wage, living 

wage is the highest pay than minimum and fair wages. It must be 

paid considering the basic amenities of life, efficiency of workers 

and social needs of the workers such as medical, educational, 

retirement, etc.  

Performance linked wage: It is a salary or wages paid based on 

how well one works. Car salesmen or production line workers, for 

example, may be paid in this way, or through commission. 

Wage discrimination: Wage discrimination occurs when similar 

workers receive different wages on the basis of race, sex, ethnicity, 

age or other factors not directly related to productivity. Workers 

subject to wage discrimination may earn lower wages in a given job, 
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be assigned to low-wage jobs within firms, or employed in low-

wage firms.  

Internal Compensation Equity: It ensures that employees 

possessing similar skills, abilities, knowledge, time-in-service and 

responsibilities receive approximately the same wages. Also called 

Horizontal Equity, ICE seeks to provide equity to others working at 

approximately the same horizontal level in the organizational 

structure.  

Vertical equity: Refers to providing progressive increases in pay as 

an employee’s level of skills, knowledge, abilities and 

responsibilities increases in the organization.  

External Compensation Equity: It is used when a firm is 

attempting to retain a highly talented employee. ECE seeks to secure 

approximately equivalent compensation levels with individuals who 

work in the same or a comparable position in other organizations. 

Primarily, ECE ensures that organizations pay their employees 

market competitive salaries as determined through comparisons 

with other similar labor market positions.  

Piece rate: Wage paid for unit of the product produced by an 

employee. Each employee is paid based on the number of units/ 

pieces produced by him/her at a fixed rate.  

Time rate: Some organizations follow time rate system for the 

remuneration of employees. Workers paid for the time (hourly or 

weekly) spent on the work it is based on time rate system. 

 

13.5 COMPENSATION MANAGEMENT  

 

Effective and efficient compensation management is the process by 

which a company tracks and distributes monetary and non-monetary 

awards to its employees in relation to their contributions to the 

achievement of organizational goals. It is a methodical strategy for 

solving the issue of paying workers a fair, reasonable, and equitable 
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wage. Using its present and projected future financial resources, the 

business strives to maintain a competitive salary position within its 

local labour market. Governments have a double-edged sword when 

it comes to compensation management: they must provide for their 

employees’ needs while also keeping spending under control to 

avoid putting an undue financial strain on their constituents. 

Organizational goals can be met via the use of compensation 

management methods, which aim to recruit, retain, and inspire 

capable and dedicated workers. 

 

Pay fairness, both inside and between organizations, is an important 

aspect of compensation management. Organizations should think 

about both internal compensation equity (ICE) and external 

compensation equity (ECE), which are discussed later in the section, 

while trying to figure out if their compensation plan is fair. Both 

types of equity are critical for retaining great personnel and for fairly 

distributing wages. 

 

13.6 OBJECTIVES OF COMPENSATION 

MANAGEMENT 

 

In order to achieve performance and maintain competitive 

advantages over time, compensation must be considered as a 

strategic choice. 

a. Getting the Most Out of Your Employees: A company’s 

compensation plan is one of the things that draws in job candidates. 

One way to compare businesses within the same sector is by looking 

at their compensation packages. 

b. A factor that motivates workers: The ability to earn a living 

wage encourages businesses to attract and retain top talent. 

d. Keeping current personnel: Assists in keeping current staff. 

Keep the talent you bring in. Motivated and dedicated workers are 
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more likely to remain with a company that offers competitive pay 

and benefits. 

d. Raise output: Paying workers a competitive wage is a certain 

way to get them to work more for the company. 

a. Accomplishing objectives: Employment with the company is 

rewarded monetarily. 

An organization’s ability to function smoothly and accomplish its 

objectives is aided by compensation. 

f. Cost control: A well-designed pay plan may help you recruit and 

keep good workers without breaking the bank. Workers might be 

overpaid or underpaid if a mechanism is not in place to prevent it. 

g. Needs for self-actualization: Even while wages are an aspect of 

workers’ compensation, they also have other psychological and 

needs for self-actualization that must be met. Therefore, 

compensation is effective. 

h. Company culture: Remuneration shows what the company 

values and is prepared to pay for in terms of actions, results, and 

values. 

i. Additional goals include making sure that all employees’ salaries 

are fairly distributed among headquarters, domestic affiliates, and 

foreign subsidiaries; complying with all applicable laws and 

regulations; and making it easy for expatriates to move between 

subsidiaries, back to home, and between home and home. 

 

13.7 NEED AND IMPORTANCE OF 

COMPENSATION MANAGEMENT 

 

Research shows that paying employees a fair wage is important for 

any business since it shows that employees are being fairly 

compensated for the work they do. Additionally, one of the main 

responsibilities of human resource management is the effective 

administration of remuneration. It sends a message of confidence in 
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employees’ abilities and motivates them to do their best and meet 

the goals set out. It provides a stable structure based on the joy and 

contentment of the workers, which lowers labour turnover. As a 

result, more practical and attainable benchmarks may be set for 

future job evaluations. It is not going to cause friction between the 

union and management because it is designed to comply with 

different labour acts. In the long run, this benefits both the company 

and its workers.  

 

As a result, employees feel fulfilled in their work, which in turn 

boosts morale, productivity, and teamwork. As a result, workers are 

more driven to excel and work more efficiently. For those workers 

who really deserve it, it opens doors to advancement chances.  

 

13.2 INNOVATIONS IN COMPENSATION 

MANAGEMENT  

 

Innovations in compensation management reflect the evolving 

landscape of work, employee expectations, and organizational 

strategies. Among these innovations, the pay band system stands out 

as a significant development aimed at providing flexibility, equity, 

and transparency in compensation. Alongside, there are other 

innovative practices worth discussing to give a comprehensive view 

of the trends in compensation management. 

 

13.3 PAY BAND SYSTEM  

 

Innovations in compensation management have been driven by the 

need to adapt to changing workforce dynamics, economic shifts, and 

evolving organizational structures. These innovations aim to 

provide flexibility, equity, and motivation to employees while 

aligning with organizational goals. One notable innovation in this 
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realm is the Pay Band System. Here’s an overview of the Pay Band 

System, followed by a brief introduction to other innovative 

compensation practices: 

 

The Pay Band System is an approach to compensation that groups 

jobs into sets or “bands” based on their relative value and 

complexity within the organization. Unlike traditional grade 

structures that narrowly define pay ranges for specific job titles, pay 

bands offer broader salary ranges for positions with similar worth. 

This system provides several advantages: 

 

Flexibility in Compensation: It allows for more flexibility in 

compensating employees based on experience, performance, and 

skill level within a defined range, promoting internal equity. 

 

Simplified Structure: By reducing the number of distinct categories, 

it simplifies administrative processes and makes it easier to manage 

pay scales. 

 

Career Development: Encourages employees to seek skill 

enhancement and performance improvement, as career progression 

can be achieved within bands through skill development and 

increased responsibilities rather than title changes alone. 

 

Market Responsiveness: Enables organizations to adjust more 

swiftly to market rate changes and talent demand fluctuations, 

helping to retain competitiveness in compensation. 

 

Other Innovations in Compensation Management 

Skill-Based Pay: Focuses on compensating employees for the 

range, depth, and types of skills and knowledge they bring to the 

workplace, rather than the job title they hold. This approach 
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encourages continuous learning and adaptability among the 

workforce. 

 

Variable Pay and Bonuses: Incentive-based pay that rewards 

employees for meeting or exceeding performance targets. This can 

include individual or team performance bonuses, profit sharing, and 

other forms of variable compensation that align employees’ interests 

with company goals. 

 

Flexible Benefits: Also known as “cafeteria plans,” these allow 

employees to choose from a menu of benefit options to create a 

package that best meets their personal needs. This approach 

recognizes the diversity of the workforce and individual 

preferences. 

 

Remote Work Stipends and Benefits: With the rise of remote 

work, companies are offering stipends for home office setup, 

internet costs, coworking space memberships, and even location-

independent salaries where pay is not determined by geographical 

cost of living. 

 

Equity and Ownership Options: Offering stock options or equity 

shares to employees as part of their compensation package. This not 

only serves as an incentive for long-term commitment but also 

aligns employees’ interests with the financial success of the 

company. 

 

Wellness Programs and Benefits: Recognizing the importance of 

employee well-being, organizations are incorporating wellness 

benefits like gym memberships, mental health days, and wellness 

stipends into their compensation packages. 
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These innovations in compensation management reflect a shift 

towards more holistic, flexible, and employee-centric approaches. 

By adopting these practices, organizations can better meet the 

diverse needs and expectations of their workforce, driving 

engagement, performance, and retention in a competitive landscape. 

 

13.4 EMPLOYEE STOCK OWNERSHIP 

PLAN (ESOP) 

 

An Employee Stock Ownership Plan (ESOP) is an employee benefit 

plan that gives workers ownership interest in the company. ESOPs 

are used by companies as a corporate finance strategy and also to 

align the interests of their employees with those of the company’s 

shareholders. Here’s a breakdown of how ESOPs work, their 

benefits, and some considerations: 

 

How ESOPs Work 

1. Creation of ESOP: A company sets up an ESOP by creating 

a trust fund. The company then contributes its own shares to 

the trust or allocates money to the trust to buy existing 

shares. 

2. Allocation of Shares to Employees: Shares in the trust are 

allocated to individual employee accounts. The allocation is 

often based on the employee’s pay scale or some other form 

of equitable distribution. 

3. Vesting: Employees must be vested in their accounts, 

meaning they earn the right to their shares over time. Vesting 

periods can vary but provide an incentive for employees to 

stay with the company. 

4. Distribution: Employees receive their shares or the value of 

their shares when they leave the company, retire, or in other 
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circumstances defined by the ESOP plan. The payout is often 

based on the stock’s market value at the time of distribution. 

Benefits of ESOPs 

1. Employee Benefits: ESOPs provide employees with an 

ownership stake in the company, which can significantly 

increase their retirement savings. This ownership can also 

enhance employee motivation and retention, as employees 

directly benefit from the company’s success. 

2. Tax Advantages: There are significant tax benefits for both 

the company and its employees. In the United States, 

contributions of stock are tax-deductible, and employees can 

roll over their distributions into IRAs or other retirement 

plans, deferring taxes until the money is withdrawn. 

3. Corporate Finance Strategy: Companies can use ESOPs 

for financing in various ways, such as borrowing money at a 

lower after-tax cost. This makes ESOPs a versatile tool for 

corporate finance and business succession planning. 

4. Aligning Interests: By making employees shareholders, 

their interests are aligned with those of the company’s 

shareholders, potentially leading to increased productivity 

and profitability. 

Considerations 

1. Implementation Costs: The setup and maintenance of an 

ESOP can be complex and costly, requiring legal and 

financial advisory services. 

2. Share Dilution: Existing shareholders might experience 

dilution of their ownership percentages as new shares are 

issued to the ESOP. 

3. Management Challenges: Managing an ESOP requires 

ongoing administration and can introduce challenges in 

corporate governance, especially in ensuring that the 

interests of employee-owners are adequately represented. 
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and fair evaluation methods should also take assessor leadership 

skills into account, reward hard work, and (a)4c/nowledge progress. 
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4. Forced Distribution: 

• Employees are placed into predetermined categories 

(e.g., top 20%, middle 70%, bottom 10%). This can 

motivate employees to be in the top tier but can also 

be demoralizing and foster unhealthy competition. 

5. Critical Incident Method: 

• Focuses on specific instances of exceptionally good 

or poor performance by an employee. While it can 

highlight impactful contributions, it may overlook 

consistent, sustained performance. 

Modern Methods 

1. 360-Degree Feedback: 

• This comprehensive method gathers feedback on an 

employee from their supervisors, peers, 

subordinates, and sometimes clients. It provides a 

well-rounded view of performance but requires a 

culture of trust and constructive feedback to be 

effective. 

2.
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Consider the Workforce 

• Diversity and Inclusion: Select methods that are fair and 

unbiased, considering the diverse backgrounds and 

perspectives of your employees. 

• Employee Development Needs: If development and growth 

are priorities, choose methods that provide constructive 

feedback and opportunities for self-assessment. 

 

Evaluate Practical Considerations 

• Resources Available: Some methods, like assessment 

centres or psychological appraisals, can be resource-

intensive. Ensure the chosen method is feasible given the 

organization’s resources. 

• 
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• Train Evaluators: Ensure that managers and evaluators are 

well-trained in whichever method is chosen to minimize 

biases and improve the accuracy of appraisals. 

 

Pilot and Review 

• Pilot the Method: Before full implementation, conduct a 

pilot with a small group to identify any issues and make 

necessary adjustments. 

• Continuous Improvement: Regularly review and assess the 

effectiveness of the appraisal method, making adjustments 

as needed based on feedback and organizational changes. 
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As organizations navigate the complexities of the modern business 

environment, these innovative practices in compensation and 

performance appraisal offer valuable tools for attracting, 

motivating, and retaining talent. By embracing these innovations, 

organizations can not only enhance their competitive advantage but 

also create a more engaged, motivated, and high-performing 

workforce. 

 

13.6 KEY WORDS 

 

Compensation: something given or received as an equivalent for 

services, debt, loss, injury, suffering, lack, etc. 

 Basic pay: a standard rate of pay before additional payments such 

as allowances and bonuses. 

Allowance: is an amount of money given or allotted usually at 
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14.0 OBJECTIVES 

 

After reading this unit the student will be able to understand:  

• Meaning, concept and importance of recruitment  

• Different sources of recruitment with how to look for in 

suitable candidates  

• Meaning, concept and difference between learning, training 

and development  

• Need and importance of training & steps of Training Cycle  

• Methods of Training & evaluation of training  

• Meaning, concept and process of performance appraisal  

• Different methods of performance appraisal 

 

14.1 INTRODUCTION 

 

Human Resource Management (HRM) encompasses various 

methods and tools designed to optimize employee performance and 

align it with the strategic goals of an organization. Among these, 

several appraisal and evaluation techniques are pivotal for 

effectively managing talent, ensuring organizational growth, and 

enhancing overall productivity. Here, we’ll introduce key appraisal 

methods including Management by Objectives (MBO), 360-degree 

appraisal, 720-degree appraisal, Behaviourally Anchored Rating 

Scale (BARS), Balanced Scorecard, and Potential Appraisal. 

 

Management by Objectives (MBO) is a strategic management 

model that aims to improve the performance of an organization by 

clearly defining objectives that are agreed to by both management 

and employees. The focus of MBO is on setting measurable goals 

and outcomes and comparing the employee’s end results with their 

set objectives. Developed by Peter Drucker in the 1950s, MBO 
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involves setting specific measurable goals with each employee and 

then periodically reviewing the progress made. 

 

360-degree appraisal is a feedback system where an employee 

receives confidential, anonymous feedback from the people who 

work around them. This typically includes peers, managers, 

subordinates, and sometimes clients. The aim is to provide a 

comprehensive view of an employee’s performance from multiple 

perspectives, which can be more balanced and objective than 

feedback from a single supervisor. 

 

An extension of the 360-degree model, the 720-degree appraisal 

involves two rounds of multi-rater feedback. In the first round, 

similar to the 360-degree process, feedback is collected from all 

angles including self-assessment, peer review, and supervisor 

assessment. In the second round, the feedback is revisited to track 

improvements and changes after the first feedback session. This 

model aims to ensure continuous development and provides a 

deeper insight into an employee’s performance over time. 

 

Behaviourally Anchored Rating Scale (BARS) is a method used to 

rate the performance of employees, focusing on specific behaviours 

that are directly linked to successful job performance and outcomes. 

It contrasts with traditional rating systems that might focus on 

personality traits or abstract performance measures. BARS is 

developed through a systematic process involving the identification 

of successful and unsuccessful job behaviours. 

 

Developed by Robert Kaplan and David Norton, the Balanced 

Scorecard (BSC) is a strategic planning and management system 

that organizations use not only for business management but also as 

a method of evaluating performance. It provides a comprehensive 
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framework that translates an organization’s strategic objectives into 

a set of performance measures that provides the foundation for a 

strategic management and performance measurement system. The 

BSC focuses on four main perspectives: Financial, Customer, 

Internal Business Processes, and Learning and Growth. 

 

Potential Appraisal is a forward-looking evaluation method focused 

on identifying and developing an employee’s future potential rather 

than evaluating past performance. It assesses the capacity of an 

employee to grow into roles that require greater responsibilities or 

different skill sets. This method is particularly useful for succession 

planning and strategic workforce development. 

 

14.2: MBO 

 

Management by Objectives (MBO) is a strategic management 

model that integrates key managerial activities in planning, 

controlling, and effective communication to enhance organizational 

performance and productivity. The concept was popularized by 

Peter Drucker in his 1954 book, “The Practice of Management.” 

MBO focuses on aligning individual objectives and performance 

with the overall strategic goals of the organization through a process 

that emphasizes setting clear, achievable goals. 

  

Features of MBO: 

1. Goal Specificity: Goals are defined clearly for each 

employee that are specific, measurable, achievable, relevant, 

and time-bound (SMART criteria). These goals are aligned 

with the strategic aims of the organization. 

2. Participative Decision Making: MBO involves employees 

in the goal-setting process to ensure goal alignment and to 

increase employee commitment to their roles. This 
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participative approach helps in enhancing the motivation and 

engagement of employees. 

3. Periodic Reviews and Feedback: Regular feedback 

sessions are held to discuss the progress towards the goals. 

These reviews help in identifying any hurdles, providing an 

opportunity for corrective actions, and realigning efforts as 

needed. 

4. Performance Evaluation: At the end of the goal period, 

performance appraisals are conducted based primarily on the 

results achieved against predefined objectives. This helps in 

objective assessments and also in planning future 

development needs. 

5. Link to Reward Systems: MBO is often linked to reward 

systems where rewards are based on the achievement of 

objectives, thereby fostering a performance-driven culture 

within the organization. 

 

Implementation Process of MBO: 

1. Setting Organizational Objectives: The process starts with 

the top management setting clear, concise strategic business 

objectives that are meant to guide the entire organization. 

2. Cascading Objectives Downwards: These objectives are 

then translated into specific objectives for various 

departments, units, and individuals, ensuring that all 

objectives are aligned with the overall strategic goals. 

3. Defining Expected Results: Each objective has clearly 

defined outcomes that help in measuring success in a 

quantifiable or qualitative way. 

4. Monitoring Progress: Regular monitoring and reporting 

mechanisms are established to review the progress on 

objectives, allowing for timely adjustments and 

interventions. 
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5. Performance Evaluation: At the end of a specified period, 

typically annually, performance is evaluated against the set 

objectives. This evaluation influences decisions on 

promotions, compensations, and recognitions. 

6. Feedback and Renewal of Objectives: Based on the 

evaluation, feedback is provided, and new sets of objectives 

are prepared for the next cycle, considering the 

organizational and individual growth needs. 

 

14.3 360 DEGREE APPRAISAL, 

 

The 360-degree appraisal is a performance evaluation method where 

an employee is rated based on feedback from a circle of multiple 

evaluators. These evaluators typically include the employee’s 

manager, peers, subordinates, and sometimes even customers or 

clients, as well as a self-evaluation by the employee. The purpose of 

this method is to provide a comprehensive view of the employee’s 

performance, skills, behavior, and interactions within the 

workplace. 

 

Features of the 360-degree appraisal include: 

14.3.1 Increased Self-awareness 

When employees see themselves through the eyes of others across 

the organization, they gain a more nuanced understanding of how 

their actions and work are perceived. This can lead to greater self-

awareness, which is crucial for personal development and effective 

workplace relationships. Feedback from multiple sources helps 

employees identify both strengths and weaknesses that might not be 

apparent through self-assessment or feedback from a single 

individual. 
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the benefits and goals of 360-degree feedback can also help reduce 

anxiety. 

Skill in Feedback Delivery 

The effectiveness of a 360-degree appraisal heavily relies on the 

ability of all involved parties to provide and interpret feedback 

skilfully. If those providing feedback are not well-versed in 

constructive feedback techniques, or if those interpreting the 

feedback do not have the necessary skills to analyse it appropriately, 

the effectiveness of the appraisal can be compromised. Training 

sessions and workshops on how to give and receive feedback 

effectively are vital, as is ensuring that those who compile and 

analyse the feedback are competent and trained in unbiased, 

comprehensive interpretation. 

 

14.4 720DEGREE APPRAISAL 

 

The concept of a 720-degree appraisal is an extension of the 

traditional 360-degree feedback mechanism. It essentially involves 

two rounds of the 360-degree appraisal process, aimed at providing 

deeper insights and ensuring continuous development and 

improvement. This advanced approach aims to maximize feedback 

effectiveness and facilitate a more dynamic development process. 

 

14.4.1 The Two Loops of the 720-Degree Appraisal 

First Loop (Initial 360-Degree Feedback) 

• Feedback Collection: Feedback is gathered from various 

sources around the employee, including managers, peers, 

subordinates, and sometimes external partners or customers. 

This broad spectrum of perspectives helps to give a well-

rounded view of the employee’s performance and behaviour. 
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• Feedback Analysis and Action Planning: The feedback is 

analysed to identify key areas of strength and areas needing 

improvement. Based on these insights, specific 

developmental actions are planned. These could involve 

training, new assignments, mentoring, or changes in 

workflow. 

 

Second Loop (Follow-Up 360-Degree Feedback) 

• Implementation of Development Actions: The employee 

undertakes the agreed-upon actions designed to address the 

areas of improvement identified in the first loop. 

• Re-evaluation Feedback: After a sufficient period has 

passed for the changes to take effect, the feedback process is 

repeated with the same group of reviewers. This second 

round of feedback assesses the impact of the development 

actions and determines whether further adjustments are 

needed. 

 

14.4.2 Benefits of the 720-Degree Apprisal
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Implementation Considerations 

• Consistent Engagement: For the 720-degree appraisal to be 

effective, consistent engagement from all feedback 

providers is crucial. This includes not just giving feedback 

but actively participating in discussions about progress and 

areas of continued challenge. 

• Support and Resources: Ensuring that employees have the 

necessary resources to act on feedback is essential. This may 

involve training, access to mentors, time allocation for 

learning activities, and other supports tailored to the 

individual’s developmental needs. 

 

14.4.3 Challenges of the 720-Degree Appraisal 

The 720-degree appraisal, while offering substantial benefits for 

employee development and organizational growth, does present 

notable challenges that need careful management to prevent them 

from undermining the effectiveness of the appraisal process. Here’s 

an expanded discussion on each of the challenges you’ve 

mentioned: 

 

Time and Resource Intensive 

• Substantial Investment: The 720-degree appraisal process 

demands a significant amount of time from everyone 

involved, not only in terms of participating in feedback 

sessions but also in implementing and tracking development 

actions. This can strain resources, especially in smaller 

organizations or those with tight operational margins. 

• Prioritization Challenges: Given the extensive nature of 

the process, there can be challenges in prioritizing day-to-

day responsibilities alongside ongoing appraisal activities. 

This might require adjustments in workload or deadlines, 

which could disrupt normal business operations. 
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Complexity 

• Logistical Demands: Managing two rounds of extensive 

feedback involving multiple reviewers and potentially 

hundreds of pieces of feedback data necessitate sophisticated 

administrative capabilities. This includes scheduling, data 

collection, data analysis, ensuring anonymity where 

required, and effectively communicating results and action 

plans. 

• Risk of Over-Complication: The complexity of the process 

can lead to confusion and misinterpretation. For example, 

aligning feedback to developmental actions and then 

reassessing those actions for efficacy can become 

overwhelmingly complicated if not managed with clear 

systems and processes. 

 

Potential for Feedback Fatigue 

• Engagement Drop-off: Repeated rounds of feedback can 

lead to what is often termed ‘feedback fatigue’, where 

participants become less engaged with the process due to its 

repetitive nature. This can lead to poorer quality feedback, 

with respondents possibly providing less thoughtful, rushed, 

or overly generalized responses over time. 

• Decreased Morale: Continuous scrutiny through repeated 

feedback can sometimes also impact morale, especially if 

not all the feedback is positive or if employees feel they are 

constantly being assessed without adequate appreciation for 

improvements or successes. 

 

Strategies for Overcoming These Challenges 

1. Efficient Use of Technology: Implementing robust HR 

software that can automate parts of the process (such as 
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distributing surveys and collecting responses) can help 

mitigate the time and resource drain. 

2. Clear Communication and Expectations: Ensuring that all 

participants understand the purpose, benefits, and 

importance of the process can help maintain engagement and 

morale. It’s crucial to celebrate milestones and 

improvements to keep morale high. 

3. Structured Implementation: Breaking down the process 

into clearly defined phases, with specific timelines and 

objectives for each phase, can help manage complexity and 

keep the process on track. 

4. Regular Intervals and Breaks: Setting the appraisal cycles 

at reasonable intervals and 

providing breaks between them can help prevent feedback 

fatigue. Ensuring that the feedback is acted upon, and results 

are visible before the next round also helps maintain 

enthusiasm and participation. 

 

14.5 BEHAVIORALLY ANCHORED 

RATING SCALE 

 

The Behaviourally Anchored Rating Scale (BARS) is a method used 

in the field of human resource management for appraising or 

evaluating the performance of employees. Unlike simpler rating 

scales, BARS is designed to bring the benefits of both qualitative 

and quantitative data into the employee evaluation process by using 

specific behavioural examples to anchor each rating. 

 

Development of BARS 

The development of a BARS typically involves several 

systematic steps: 
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1. Identifying Key Performance Dimensions: This step 

involves defining which aspects of performance are critical 

for the job. For instance, for a sales position, key dimensions 

might include skills like “Client Engagement,” “Deal 

Closing,” and “Customer Follow-up.” 

2. Generating Critical Incidents: Job incumbents or 

supervisors often provide examples of effective and 

ineffective behaviours. These are specific instances where an 

employee did something that was particularly successful or 

particularly problematic. 

3. Developing Performance Continua: These incidents are 

then categorized and used to define various levels of 

performance ranging from high to low along each 

dimension. 

4. Scaling Incidents: This step involves assigning a scale 

value to each behaviour. Subject matter experts rate how 

representative each incident is as an example of performance 

on a particular scale. 

5. Producing the Final Instrument: The final BARS 

instrument is composed of several scales based on the 

performance dimensions identified earlier. Each point on 

each scale is anchored with behaviours derived from the 

critical incidents. 

 

Advantages of BARS 

• Specificity: Provides specific examples of behaviour 

which clarify performance expectations. 

• Fairness: Perceived as fairer by employees because it 

relies on actual job behaviours rather than abstract 

ratings. 
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• Feedback Utility: Useful for providing clear, specific 

feedback to employees about what behaviours are 

expected and examples of good and poor performance. 

• Reduces Rating Errors: Helps mitigate common rating 

errors such as leniency/severity or central tendency. 

 

Disadvantages of BARS 

• Time-Consuming: The process of developing BARS 

can be very time-consuming, as it involves gathering and 

analysing specific job-related behaviours. 

• Resource Intensive: Requires a considerable amount of 

effort and involvement from job experts and HR 

professionals. 

• Possibility of Bias: If not well constructed, the selected 

incidents may not fully represent the range of behaviours 

needed to evaluate performance effectively. 

 

Application 

BARS are widely used in organizations that want to ensure 

a high degree of objectivity and fairness in their performance 

appraisal systems. It’s especially useful in roles where 

behaviour directly correlates to job success and can be 

clearly observed and measured. Examples include customer 

service roles, sales positions, and jobs involving safety 

protocols where specific behaviours are closely linked to 

performance outcomes. 

 

14.6 BALANCED SCORECARD 

 

The Balanced Scorecard (BSC) is a strategic planning and 

management system that organizations use to align business 

activities with the vision and strategy of the organization, improve 
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internal and external communications, and monitor organizational 

performance against strategic goals. It was developed by Robert 

Kaplan and David Norton in the early 1990s as a means to provide 

a more comprehensive view of organizational performance beyond 

traditional financial metrics. 

Components of the Balanced Scorecard 

The Balanced Scorecard typically consists of four interconnected 

perspectives that allow for a balanced view of the organization: 

1. Financial Perspective: This includes measures such as net 

income, return on investment (ROI), revenue growth, and 

other traditional financial metrics. The focus is on how well 

the organization is performing financially and whether its 

strategy, implementation, and execution are contributing 

positively to the bottom line. 

2. Customer Perspective: This perspective focuses on 

customer satisfaction and retention metrics such as customer 

loyalty, market share, customer service ratings, and other 

indicators of customer value. It assesses the organization’s 

ability to provide quality goods and services, the 

effectiveness of their customer service, and overall customer 

engagement and satisfaction. 

3. Internal Business Processes: This looks at internal 

operational goals and aims to identify the critical processes 

necessary for delivering on customer expectations and 

achieving financial objectives. Metrics might include cycle 

times, quality rates, employee skills, and productivity. The 

focus is on what the company must excel at internally to 

meet its financial and customer objectives. 

4. Learning and Growth: This perspective concentrates on 

the intangible drivers of future success, such as employee 

skills and knowledge, technological capability, corporate 

culture, and organizational innovation. Measures might 
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include employee training hours, employee satisfaction, 

system availability, and the rate of improvement in various 

areas. 

Implementation of the Balanced Scorecard 

Implementing a Balanced Scorecard involves several steps: 

• Strategy Review: Begin by clarifying the organization’s 

vision and strategic priorities. 

• Objective Identification: Define the specific objectives 

that will help achieve the vision within each of the four 

perspectives. 

• Choosing Metrics: For each objective, identify clear 

and measurable indicators that can be regularly 

monitored. 

• Data Collection and Analysis: Set up systems to collect 

data and analyses performance against each metric. 

• Evaluation and Adjustment: Regularly review the 

results, make adjustments to strategies or processes as 

needed, and refine objectives and metrics to ensure 

alignment with strategic goals. 

 

Advantages of the Balanced Scorecard 

• Balanced Perspective: Provides a more holistic view of 

organizational performance beyond financial metrics 

alone. 

• Strategic Alignment: Helps align organizational 

activities to the vision and strategy of the organization. 

• Improved Communication: Facilitates communication 

and understanding of business goals and strategies across 

the organization. 

• Focus on Future Performance: Encourages forward-

thinking, focusing on future performance drivers like 

innovation and staff development. 
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Limitations of the Balanced Scorecard 

• Complexity: Can be complex to implement and 

maintain, especially in aligning intangibles such as 

corporate culture and employee knowledge. 

• Resource Intensive: Requires significant resources to 

develop, implement, and maintain. 

• Overemphasis on Measurement: Potential to focus too 

much on measurement and not enough on the underlying 

strategy and qualitative nuances. 

 

14.7 POTENTIAL APPRAISAL. 

 

Potential appraisal is a human resource management process aimed 

at identifying and evaluating the future growth and development 

possibilities of employees within an organization. Unlike 

performance appraisal, which assesses past and current work 

performance, potential appraisal focuses on the capability of 

employees to assume greater responsibilities and higher-level roles 

in the future. This approach helps in succession planning, career 

development, and ensuring that the organization has a robust talent 

pipeline for critical roles. 

 

Key Aspects of Potential Appraisal: 

1. Identification of Potential: Potential appraisal involves 

recognizing the latent talents and capabilities of employees that can 

be developed for future organizational roles. It examines attributes 

like leadership skills, cognitive abilities, emotional intelligence, and 

other competencies that are not solely based on current job 

performance. 
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2. Tools and Methods Used: Several methods can be used for 

assessing potential, including: 

• Assessment Centres: These involve simulated exercises 

that mimic future job roles and are designed to assess 

candidate suitability for higher responsibilities. 

• Psychological Testing: Tests may be employed to evaluate 

personality traits, problem-solving abilities, and other 

psychological parameters that predict success in higher 

roles. 

• 360-Degree Feedback: Gathering feedback from 

supervisors, peers, subordinates, and sometimes clients to 

gain comprehensive insights into an employee’s capabilities. 

• Career Planning Discussions: Structured conversations 

between the employee and management to discuss 

aspirations, potential career paths, and developmental needs. 

3. Focus on Development: Potential appraisal is strongly linked to 

identifying training and development needs. It helps in planning 

interventions to bridge the gap between current capabilities and the 

skills required for future roles. This may include leadership training, 

technical skills development, rotational assignments, or mentoring 

programs. 

4. Succession Planning: Organizations use potential appraisal as a 

tool for succession planning. By identifying employees with the 

potential to fill key positions, companies can prepare for transitions 

smoothly, minimizing the risk associated with senior-level 

vacancies. 

5. Motivation and Engagement: When employees know that their 

potential is recognized and there are concrete plans for their career 

progression, it boosts their motivation and engagement with the 

organization. This recognition can lead to increased job satisfaction 

and loyalty. 
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Benefits of Potential Appraisal: 

• Future Readiness: Helps organizations prepare for future 

challenges by ensuring that employees are ready to step into 

more critical roles. 

• Talent Retention: By investing in employees’ development 

and showing a clear path for advancement, organizations can 

reduce turnover and retain top talent. 

• Improved Performance: Potential appraisal encourages 

employees to develop skills and competencies that are 

crucial for future roles, indirectly boosting their current job 

performance. 

• Strategic HR Management: Aligns human resource 

practices with long-term organizational goals by ensuring a 

continuous development and replenishment of the 

organization’s talent pool. 

 

Challenges in Potential Appraisal: 

• Subjectivity: Assessing potential can be more subjective 

compared to performance appraisal, as it often involves 

predicting future capability. 

• Bias: There is a risk of bias in the assessment, especially if 

it relies heavily on managerial judgment without sufficient 

objective measures. 

• Pressure and Expectations: Sometimes, knowing that their 

potential is being appraised can put undue pressure on 

employees, or may lead to disappointment if expectations 

are not managed properly. 
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• The appraisal system should be objective oriented. It 

should fulfil the desired objectives like determining the 

potential for higher jobs or for sanction on annual 

increment in the salary or for granting promotion or for 

transfer or to know the requirements for training. 

• A checklist represents, in its simplest form, a set of 

objectives or descriptive statements about the employee 

and his behavior. The rater checks to indicate if the 

behavior of an employee is positive or negative to each 

statement.  

• Forced Choice Method was developed during World 

War II for evaluating the performance of American army 

personnel. The primary purpose of the forced choice 

method is to correct the tendency of a rater to give 

consistently high or low ratings to all the employee 

 

14.9 KEY WORDS 

 

Performance Appraisal: It refers to the formal, systematic 

assessment of how well employees are performing their jobs in 

relation to established standards, and the communication of that 

assessment to employees.  

a. Behaviorally Anchored Rating Scale (BARS): is a 

measuring system which rates employees or trainees 

according to their performance and specific 

behavioral patterns.  

b. Management by Objectives (MBO): It is a 

personnel management technique where managers 

and employees work together to set, record and 

monitor goals for a specific period of time.  

c. Central Tendency Error: It refers to the tendency 

of not using extreme scale scores on the judgement 
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5. What is this employee’s greatest strength as observed in a 

team setting? 

 

720-Degree Appraisal 

1. Reflecting on the feedback you received in the first round, 

what actions did you take to address the areas of 

improvement? 

2. Have you noticed any changes in the employee’s 

performance since the last feedback session? Please provide 

examples. 

3. What additional support or resources might the employee 

need to achieve further improvement? 

4. How do you rate your own progress in addressing the 

feedback you received from various sources? 

5. What goals do you set for the next phase based on the 

feedback loop so far? 

Behaviourally Anchored Rating Scale (BARS) 

1. Can you describe a situation where the employee went above 

and beyond their normal duties? 

2. How does the employee handle routine, high-pressure 

situations? Please provide a behaviourally specific example. 

3. What behaviours would you like to see the employee 

continue or stop? 

4. Is there a particular incident that exemplifies this employee’s 

performance in relation to the established behaviour scales? 

5. How consistently does the employee display behaviour that 

meets or exceeds the set benchmarks? 

 

Balanced Scorecard 

1. How do you contribute to the financial success of our 

organization? 
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2. Can you give examples of how you have helped to improve 

customer satisfaction? 

3. What have you done to enhance internal processes within 

your department? 

4. In what ways have you contributed to innovation or learning 

within the organization? 

5. Looking at the four perspectives of the Balanced Scorecard, 

where do you see the biggest opportunity for personal 

improvement? 
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15.0 OBJECTIVES 

 

International HRM Objectives 

1. Global Talent Acquisition: Recruit skilled employees from 

an international talent pool to enhance global 

competitiveness. 

2. Cultural Integration: Develop strategies to manage 

cultural diversity within the workforce to promote inclusion 

and collaboration. 

3. International Training and Development: Provide 

training programs that address the specific needs of a global 
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workforce and prepare employees for international 

assignments. 

4. Global Compliance: Ensure that HR practices comply with 

the legal and regulatory frameworks of each country where 

the organization operates. 

5. Strategic Alignment: Align HR strategies with global 

business objectives to support overall corporate strategy. 

 

Challenges of International HR Managers Objectives 

6. Effective Communication: Develop communication 

strategies that bridge language and cultural gaps among 

diverse teams. 

7. Expatriate Management: Design comprehensive support 

programs for expatriates, including compensation, 
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13. Green Skills Development: Equip employees with green 

skills and knowledge that contribute to both organizational 

and environmental goals. 

14. Sustainability Reporting: Integrate sustainability into 

corporate reporting mechanisms to transparently 

communicate efforts and achievements to stakeholders. 

 

E-HRM Objectives 

15. Enhance HR Efficiency: Implement technology solutions 

that streamline HR processes, reduce costs, and increase 

productivity. 

 

HRIS (Human Resource Information System) Objectives 

16. Data-Driven Decision Making: Utilize HRIS to gather and 

analyse data, aiding in strategic decision-making and 

workforce planning. 

17. Improved HR Service Delivery: Use HRIS to improve the 

quality and accessibility of HR services for both employees 

and managers. 

15.1 INTRODUCTION 

 

Human Resource Management (HRM) is an essential function 

within organizations that focuses on the recruitment, management, 

and direction of the people who work in an organization. As 

businesses increasingly operate on a global scale, International 

Human Resource Management (IHRM) has become an important 

field, addressing how organizations manage their human resources 

in multiple countries. Here, we will explore several key areas of 

modern HRM: International HRM, Green HRM, E-HRM, and 

HRIS. 

 



Human Resource Management - 303 
 

Training and Development: Educating employees about 

environmental impacts and sustainable practices. 

 

Performance Management: Incorporating environmental 

objectives into performance appraisals. 

 

Employee Engagement: Motivating employees to participate in 

sustainability initiatives. 

E-HRM utilizes digital technologies to manage HR functions, 

improving HR activities’ efficiency and accessibility. It covers 

various processes from recruitment to performance management, 

primarily facilitated through the internet. 

 

Efficiency and Cost Reduction: Streamlines HR processes, 

reducing time and costs. 

 

Accessibility: Provides HR services to employees and managers 

anytime and anywhere. 

Data Management and Analytics: Enhances decision-making 

capabilities through better data management and analytics. 

 

Human Resource Information System (HRIS) 

A Human Resource Information System (HRIS) is a software 

solution that helps manage people, policies, and procedures. HRIS 

is often the backbone of HR operations, integrating HRM and 

information technology. 

 

Data Entry and Tracking: Stores comprehensive data on 

employees, from personal histories to job performance. 

 

Payroll and Benefits Administration: Manages payroll, benefits, 

and compliance with employment laws. 
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3. Compensation and Benefits 

• Balance: Developing compensation packages that are 

attractive and competitive yet cost-effective across different 

countries. 

• Compliance: Ensuring that compensation and benefits 

comply with local laws and customs while maintaining 

equity among employees from different locations. 

4. Performance Management 

• Adaptation: Adapting performance management systems to 

account for cultural and legal differences in operations 

across countries. 

• Evaluation: Designing fair and equitable methods to 

evaluate the performance of employees who work in diverse 

environments. 

5. Labor Relations 

• Understanding Local Laws: Navigating the labor laws and 

union relationships in each country. 

• Negotiation: Managing negotiations between labor groups 

and the company in various international contexts. 

6. Regulatory Compliance 

• Legal Compliance: Ensuring that employment practices 

comply with local laws and regulations in every country 

where the organization operates. 

• Ethical Standards: Upholding the organization’s ethical 

standards while respecting local customs and norms. 

7. Strategic Role of IHRM 

• Aligning HRM with Global Business Strategy: Ensuring that 

HR strategies are aligned with the overall business strategy 

and can support international operations. 

• Cultural Intelligence: Building an organization-wide 

capability to deal effectively with cultural diversity. 
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15.3 CHALLENGES OF INTERNATIONAL 

HR MANAGERS  

 

International Human Resources (HR) managers face a complex 

array of challenges that stem from operating across different 

countries, each with its own legal, cultural, economic, and political 

environments. Here are some of the primary challenges they 

encounter: 

1. Cultural Differences: Understanding and respecting 

cultural nuances is crucial for international HR managers. 

Cultural differences can impact communication styles, 

management approaches, workplace norms, and employee 

expectations. These managers must navigate varying 

cultural attitudes towards hierarchy, gender roles, work-life 

balance, and teamwork to ensure smooth operations and 

maintain employee morale. 

2. Compliance with Local Laws: Each country has its own set 

of labour laws and employment regulations. International 

HR managers must ensure compliance with these laws to 

avoid legal issues. This includes understanding diverse 

regulations on wages, working hours, benefits, health and 

safety, anti-discrimination policies, and termination 

procedures. 

3. Talent Acquisition and Management: Recruiting and 

retaining talent in different countries can be a significant 

challenge. International HR managers must adapt their 

recruitment strategies to local markets, which may include 

different educational systems, levels of professional 

qualification, and expectations regarding employment 

benefits and career progression. 

4. Language Barriers: Operating in multiple languages can 

complicate communication, training, and management 
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processes. International HR managers often need to ensure 

that translation services are available and that key materials 

are available in the local languages of the employees. 

5. Global Mobility: Managing expatriate assignments 

includes a range of tasks from visa arrangements, relocation 

support, cultural training, and adjusting compensation 

packages to reflect local cost of living and hardship levels. 

Managing repatriation at the end of an assignment is also 

crucial to retain talent within the organization. 

6. Diverse Employee Expectations: Employee expectations 

vary widely across different cultures. For example, the 

balance between work and personal life, the preferred styles 

of reward and recognition, and the expectations of leadership 

and management can all differ significantly. HR strategies 

need to be localized while keeping alignment with the 

organization’s overall human resource policies. 

7. Training and Development: Offering consistent training 

and development across different regions, while also 

localizing content to make it relevant and culturally 

appropriate, is another challenge. This includes leadership 

development programs, technical training, and soft skills 

enhancement. 

8. Technological Integration: Deploying unified HR 

information systems that are accessible and usable across 

different regions can be difficult, particularly where there are 

variations in technological infrastructure. Ensuring data 

privacy and protection across borders, especially with 

differing local laws regarding data, adds an extra layer of 

complexity. 

9. Political and Economic Instability: In some regions, political 

or economic instability can pose risks to operations, 

affecting everything from physical security of the staff to 
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financial stability of the business unit. International HR 

managers must be prepared to deal with these risks, 

potentially including emergency evacuations or 

restructuring of operations. 

10. Ethical Issues: Navigating ethical issues, such as differing 

standards for labor practices and corporate governance, is a 

significant challenge. International HR managers must 

uphold the organization’s ethical standards while being 

sensitive to local practices, which may include confronting 

practices like child labor, forced labor, or corruption. 

 

15.4 GREEN HRM  

 

Green Human Resource Management (Green HRM) refers to the 

integration of environmental management into human resource 

policies and practices. The aim of Green HRM is to promote 

sustainable business practices and reduce an organization’s 

environmental footprint through its workforce strategies. This 

approach leverages HR tools to encourage, empower, and enable 

employees to engage in greener practices both at work and in their 

personal lives. Here’s a detailed look at the objectives, practices, and 

benefits of Green HRM 

1. Environmental Awareness 

• Objective: To foster an organizational culture where 

environmental awareness is at the core of business 

operations. 

• Implementation: This can be achieved through regular 

training sessions, workshops, and communications that 

highlight the importance of environmental sustainability. 

Organizations can use internal campaigns, newsletters, and 

intranet sites to promote sustainability success stories and 

tips. Leaders at all levels should model environmentally 
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responsible behaviour, making it a visible priority in 

everyday business operations. 

2. Sustainability in Practices 

• Objective: To integrate sustainability into all HR processes 

such as hiring, training, performance management, and 

compensation. 

• Implementation: Sustainability criteria can be embedded 

into job descriptions and selection criteria, ensuring that new 

hires align with the company’s environmental values. 

Training programs should include modules on sustainability 

practices relevant to each role. Performance management 

systems can be adjusted to include sustainability-related 

goals, and compensation structures can incorporate rewards 

for achieving these goals, such as bonuses for reducing waste 

or improving energy efficiency. 

3. Resource Efficiency 

• Objective: To promote the efficient use of resources 

throughout the organization, minimizing waste and reducing 

the overall environmental impact. 

• Implementation: HR can lead by example by digitizing HR 

processes to reduce paper use. Additionally, HR can 

collaborate with facilities management to implement 

resource-efficient practices such as using energy-efficient 

lighting and appliances, reducing water usage, and 

encouraging recycling. Encouraging a culture of 

conservation (e.g., turning off lights, using less water, 

recycling) among employees can also be facilitated through 

ongoing education and motivational incentives. 

4. Employee Involvement 

• Objective: To engage employees at all levels in 

sustainability initiatives and harness their ideas and energy 

for green solutions. 
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• Implementation: Organizations can set up sustainability 

committees or green teams that include volunteers from 

different departments. These groups can lead initiatives such 

as organizing carpool programs, coordinating volunteer days 

for environmental clean-ups, or running competitions for the 

best green office ideas. Empowering employees to lead and 

participate in these activities not only boosts morale but also 

fosters a sense of ownership and responsibility towards the 

company’s environmental objectives. 

Practices of Green HRM 

1. Green Recruitment: This involves attracting candidates 

who value sustainability, using digital and paperless 

processes, and emphasizing the organization’s commitment 

to environmental responsibility in job descriptions and 

interviews. 

2. Green Training and Development: Providing training 

sessions focused on environmental management, 

sustainability practices, and ways employees can contribute 

to environmental goals. This could include workshops on 

reducing energy consumption, waste management, and 

sustainable work practices. 

3. Green Performance Management: Incorporating 

environmental objectives into performance appraisals and 

reward systems. Employees can be evaluated based on their 

contribution to sustainability goals, such as reducing 

resource use or innovating greener processes. 

4. Green Compensation and Benefits: Offering incentives 

for employees who participate in or lead sustainability 

initiatives. Benefits might include support for using public 

transportation, facilities for bicycles, or incentives for 

carpooling. 
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5. Green Work-Life Balance: Promoting a balance that 

encourages sustainability, such as flexible working hours to 

reduce commuting or telecommuting options that decrease 

the need for office resources. 

6. Employee Engagement and Participation: Encouraging 

employee participation in environmental sustainability 

committees or corporate social responsibility (CSR) 

activities related to environmental conservation. 

Benefits of Green HRM 

1. Enhanced Corporate Image: Adopting green HRM 

practices can improve an organization’s image and attract 

customers and talent who prioritize environmental 

responsibility. 

2. Cost Reduction: Efficient resource use can lead to 

significant cost savings in terms of energy, water, and 

material consumption. 

3. Employee Satisfaction and Retention: Engaging 

employees in meaningful sustainability goals can enhance 

job satisfaction, morale, and loyalty. 

4. Regulatory Compliance: Proactively adopting green 

practices can help organizations stay ahead of environmental 

regulations and avoid penalties. 

5. Innovation and Competitiveness: A focus on sustainability 

can stimulate innovation in products and processes, 

enhancing competitiveness in increasingly eco-conscious 

marketplaces. 

Challenges 

Implementing Green HRM is not without challenges. It requires 

overcoming initial resistance to change, the cost of 

implementing new practices, and the need for ongoing training 

and engagement strategies. Moreover, measuring the direct 



Human Resource Management - 312 
 

impact of Green HRM practices on environmental sustainability 

can be complex. 

 

15.5 E-HRM  

 

E-HRM (Electronic Human Resource Management) refers to the 

integration of advanced technological solutions into human resource 

practices and processes. The primary goal of E-HRM is to improve 

the efficiency, accuracy, and effectiveness of HR functions through 

the use of information technology. This involves the use of web-

based tools, software, systems, and portals to handle various HR 

activities such as recruitment, training, payroll, performance 

evaluations, and employee relationship management. 

 

15.5.1 Introduction  

The human resources field has had to adapt to a number of 

worldwide changes, including fiercer competition for highly mobile 

talent, altered workforce attitudes and composition, new dynamics 

between employers and employees, and lightning-fast technological 

developments in the field. In the future, human resource 

professionals will need to possess new types of technical 

knowledge, skills, and talents. They must also be adaptable and 

ready to handle the rapid and frequently unexpected changes that 

occur in the global workplace. The HR field must assess the 

consequences of entering a decentralized period, which, when 

implemented well, may result in liberation. In order to integrate the 

efforts of independent people in a socially responsible manner, a 

new type of organization founded on an alternative system is going 

to be necessary in this age. Therefore, it’s evident that a new system 

for managing human resources is on the horizon, and that new HR 

managers need to take responsibility of their own management 

(Anim et al, 2011). Therefore, a type of human resource 
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management that satisfies the requirements and wants of both 

management and employees is necessary due to the knowledge-

intensifying process of the economy and the associated growth of 

organizational networks, which rely more on competent and 

dedicated workers. It follows that an EHRM system is necessary to 

address the HR issues of the 21st century in today’s IT-based 

economy (Zafar, 2010). So, E-HRM systems, which are web-based 

applications used for human resource management, have been 

introduced by organizations at a rapid pace (Swaroop, 2012). 

Another factor that has contributed to the rise of electronic HRM is 

the lightning-fast expansion of the Internet during the past decade. 

The number of companies using E-HRM and the breadth of its 

implementation are both on the rise, according to HR consultant 

surveys. 

 

15.5.2 Function of Electronic Human Resource Management 

System 

Much more so than the industrial revolution altered agrarian society, 

globalization coupled with the information technology revolution 

has been radically altering human behavior, corporate management, 

and state governance (Kyun Kim, 2008).The difficulties faced by 

managers are rising in tandem with the rate of market globalization 

(Connell, 2007).When companies give managers and workers more 

responsibility for specific HR tasks, it frees up HR professionals to 

concentrate on strategy rather than operations, and HR departments 

can reduce the number of employees needed to accomplish these 

goals (Swaroop, 2012). Following this, in table 3 you can see the 

most crucial features of an E-HRM system, all of which contribute 

to lowering organizational expenses and, of course, moving towards 

a globalization paradigm. Now that a human resource information 

system is in place, HR operations may be carried out more quickly 

and easily thanks to HRMIS. All agencies will find it easier to utilize 
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this system with uniform human resource management rules and 

procedures and with HR data integrated into a single database. With 

E-HRM and the automation of HR activities, productivity would 

soar thanks to streamlined operations, happier employees, less room 

for error, and less duplication of effort. Fast and accurate 

information exchange is made possible by the integrated HR 

information system. All the agencies concerned will be able to 

communicate more effectively and more quickly as a result. When 

fully implemented, the HRMIS will electronically connect all 

government agencies, allowing for the seamless transmission of 

human resource information from the ground up to higher levels. 

This includes agency and ministry headquarters, the State 

Secretariat Offices, and the Public Service Department (PSD). By 

doing away with less productive HR tasks, more productive work 

can be prioritized, allowing for strategic HR management. 

 

15.2.3 Challenges, Methods and Opportunities for 

Implementing the E-HRM 

When it comes to outsourcing, Trapp (2000) claims that human 

resources will be at the top of the list. As a result, both user 

satisfaction and organizational resistance to the E-HRM 

application’s suggested adjustments are reduced. 

• In order to ensure the success of E-HRM within the 

organization, researchers and HR practitioners have 

devised several techniques. Some of the HR processes 

need to be redesigned when a firm introduces a new E-

HRM system. 

• This is to ensure that the system is more effective by 

aligning activities and processes with the needs of the 

new system.  

This kind of reengineering is used when HR manual 

operations are converted to digital forms.  
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• To guarantee that stakeholders are on board with the 

changes and the process can be adjusted to work with the 

new system, reengineering should start before deciding 

on the software system. Good planning takes a lot of time 

before execution, according to Lee and Lee (2007).  

• It is essential to educate and train personnel on the new 

system so they can comprehend how it alters company 

procedures, which is a crucial part of change 

management.  

• In order for users to become sufficiently and rapidly used 

to the new E-HRM system, education is the driving force 

that increases their knowledge.  

Managing the organization’s transition might be a full-

time job in and of itself because it involves handling 

people and their expectations, changes, 

misunderstandings, redundancies, and mistakes.  

• Top management must give their approval and ongoing 

support to the appropriate parties throughout the 

implementation stage of E-HRM for it to be a success 

and avoid any barriers that might halt or slow down the 

process.  

• The backing and participation of senior management in 

the project throughout its duration is a crucial component 

for the successful implementation of an E-HR system. 

Furthermore, the development team and upper 

management should choose an executive sponsor to 

oversee the project’s coordination, communication, and 

integration.  

• According to Zafar (2010), the executive sponsor is 

responsible for conveying, integrating, and approving 

the organization’s common vision, as well as outlining 

the roles and duties of the new E-HRM system.  



Human Resource Management - 316 
 

15.2.4 Benefits of Electronic Human Resource Management 

System 

By reviewing the relevant literature, this paper extracted some 

benefits of E-HRM from various studies which are 

as follows: 

• E-HRM has the potential to influence both efficiency and 

effectiveness. 

• Effectiveness can be affected by improving the 

competence of both managers and employees to make 

better, quicker decisions. 

• A higher internal profile for HR leading to better work 

culture. 

• It leads to a more transparent system. 

• Considerable reduction of administrative burden 

• Provides Integral support for the management of human 

resources and all other basic and support processes 

within the company 

• A more forceful workflow in the business process, 

productivity and employee Satisfaction 

• E-HRM can save costs while maintaining the quality of 

data 

• Decentralization of HR tasks (Kaur, 2013). 

• Standardization 

• Access to ESS training enrollment and self-

development. 

• User-friendly interface. 

• Connectivity with the client’s existing information 

system (payroll accounting, ERP, attendance 

registration, document systems, gradual implementation. 

• Parametric and customizability. 

• Access to archived records and documents Employee & 

time managers self-manage employee mgt. 
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• The generation of HR metrics to support strategic 

decision making (Swaroop,2012). 

• Transforming HR professionals from administrative 

paper handlers to strategic partners 

• The automation of routine HR tasks and replacing “filing 

cabinets” (Davoudi, Fartash, 2012) 

 

15.6 HRIS (HUMAN RESOURCE 

INFORMATION SYSTEM) 

 

An HRIS is a software or web-based solution that helps 

organizations manage their human resources processes by 

collecting, organizing, and analyzing data. 
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organization’s geographical dispersion, its core protocols of 

operation, and its future plans.  

HRIS Processes and Working Components 

All HR departments are currently dealing with a mountain of data 

since the company records and stores every contact between 

candidates and employees. In order to make sense of all this data, a 

human resource information system is essential. This system would 

not only collect and store data properly, but it would also gather the 

information needed for efficient workflow.  

 

Today, most HRIS solutions allow for the creation of personalized 

systems that cater to each organization’s specific needs and future 

objectives. Now we’ll take a look at the six main HRIS procedures 

and how they function, which are necessities for most firms.  

 

1. Database management 

Having a central database that can store and handle all employee 

information efficiently is the main offering of most HR information 

system systems. All personnel data may be readily inputted into the 

system by the HR staff or anybody controlling the portal. All this 

data and pertinent metrics should be available on demand from any 

location in the world.  

 

From past and present contact info, learning measures, and 

performance evaluation scores to emergency contact info, 

remuneration details, and educational background, the system stores 

it all. The database is the backbone of human resources and has the 

potential to support a paperless workplace in the future.  

 

2. Time and labor management 

The time required to keep track of each employee’s clocking in and 

out is substantial. This daily dosage of data requires proper 
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management, since most businesses now enable employees to either 

log on and input their own hours or punch in biometrically.  

In addition to being able to connect the data directly to payroll, 

managers may now approve leave requests. This allows for the 

efficient and non-intrusive monitoring of attendance and punctuality 

by a human resource information system.  

 

3. Payroll functions 

One of the primary responsibilities of human resources is payroll. 

Making deposits to employees is a breeze with a lean HR 

information system that lets you easily download or upload data on 

employee hours and attendance. This will make the numerical 

crunch much easier. Because fewer people are involved, this also 

leads to fewer mistakes. Additionally, for businesses that deal with 

various tax levels, the majority of HRIS payroll software leads to 

better tax compliance. 

 

4. Benefits management 

The term “benefits management” encompasses not just the 

administration of retirement and health plans, but also any and all 

inquiries, comments, data, and correspondence pertaining to these 

topics. These apps streamline processes, increase transparency, and 

serve as a one-stop platform for both companies and employees.  

The benefits strategy and laws impact every employee, and the 

management of these factors impacts the employee’s whole work 

experience.  

 

5. Employee interface 

Employee self-service, even at the moderate level allowed by most 

HR information system software, is a step in the right direction 

toward fostering an environment where workers have greater 

operational autonomy. An easy-to-use, integrated, and time-saving 
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interface is required for the interface that workers utilize to 

accomplish things like examine their pay scales, modify their 
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alignment change {display: inline-block! important; width: 100%! 

important;} 

Figure 1. Input and output model of a basic HRIS 

 

2. Model for HRIS adoption 

Picking the best HRIS is no small feat, what with all the alternatives 

out there (to the point that it appears the market is saturated). The 

correct implementation of the HRIS, however, is essential after that 

to guarantee the organization’s investment in a successful system. 

Choosing the correct HRIS and adjusting to new procedures are both 

outlined in this model. 
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!important;} 

Figure 2. HRIS adoption model 

 

3. HRIS success model 

The successful integrated HRIS model is shown in the image below. 

The quality of the system’s operations, the availability and 

application of information, the convenience of use, and the system’s 

utility all contribute to how users perceive the system.  

Since it is very subjective and needs to make sense to the employee, 

the perceived usefulness of the HRIS is an intriguing component. 

When taken as a whole, these aspects influence how happy users are 

with the HRIS and how successful it is.  

 
Figure 3. HRIS success model 

Talent acquisition, administration, and optimization are the three 

main uses of a human resource information system, and they all rely 

on data. As subsets of these overarching principles, the following 
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application building blocks contribute significantly to the 

development of a more robust organization: 

• Data storage costs are reduced because a one-time 

investment is sufficient. 

• Data retrieval and analysis are rapid.  

• Process duplication is reduced, which saves time, 

money, and energy. 

• The right data is available on demand. 

• Analysis is stronger, leading to more intelligent 

decisions.  

• Better career planning that is relevant to the 

organization’s needs  

• Higher-quality reports and insights 

• More adaptability for the organization due to increased 

awareness of internal and external environments brought 

about by access to accurate information  

• More transparency resulting in an honest and engaging 

experience for employees  

 

15.5 LET US SUM UP 

 

Summarize the core concepts and considerations within each of 

these HR management domains: 

 

International HRM 

International Human Resource Management (IHRM) deals with 

managing the diverse functions and structures of HRM in 

multinational organizations. It encompasses recruitment, selection, 

and development of employees across different countries, 

considering varied cultural, legal, and economic environments. The 

goal is to align HR policies and practices with the strategic 
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objectives of a global organization while accommodating local 

differences. 

Challenges of International HR Managers 

International HR managers face a unique set of challenges, 

including: 

• Cultural Differences: Navigating and reconciling diverse 

cultural norms and workplace behaviours. 

• Compliance Issues: Adhering to varying legal and 

regulatory frameworks across countries. 

• Communication Barriers: Overcoming language 

differences and improving communication across 

geographically dispersed teams. 

• Talent Mobility: Managing expatriate assignments 

including selection, cost, and logistical support. 

• Consistency vs. Localization: Balancing the 

standardization of global HR policies with the need to adapt 

to local practices. 

 

Green HRM 

Green HRM focuses on integrating environmental management into 

HR practices. It aims to encourage sustainable practices within 

organizations through: 

• Eco-friendly HR Policies: Developing policies that reduce 

waste and promote the efficient use of resources. 

• Employee Involvement: Engaging employees in 

sustainability initiatives to create a culture of environmental 

responsibility. 

• Sustainability Training: Educating employees on 

environmental issues and practices as part of their 

professional development. 
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E-HRM 

Electronic Human Resource Management (E-HRM) leverages 

digital technologies to enhance HR functions. It includes: 

• Automation of HR Tasks: Streamlining processes like 

payroll, recruitment, and performance management through 

digital tools. 

• Enhanced Accessibility: Providing employees and 

managers access to HR services anytime and anywhere via 

cloud-based platforms. 

• Data Management and Analytics: Utilizing data analytics 

to gain insights into workforce trends and to inform HR 

strategies. 

 

HRIS (Human Resource Information System) 

HRIS is a software or online solution that supports the management 

of human resource activities and processes. Key features include: 

• Centralized Data Storage: Keeping comprehensive 

employee data secure and accessible. 

• Integrated HR Functions: Combining various HR 

functionalities such as recruitment, payroll, and benefits 

management into a single interface. 

• Decision Support: Offering analytical capabilities that help 

HR professionals make data-driven decisions. 

 

In conclusion, managing human resources today requires a holistic 

understanding of both traditional and emerging areas in HRM. From 

navigating international complexities and fostering environmental 

stewardship to leveraging technology for efficient HR operations, 

each aspect plays a crucial role in shaping the strategic direction of 

organizations in the global business environment. 
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15.6 KEY WORDS 

 

To provide clarity and focus, here is a list of key terms related to 

each of the HRM areas mentioned: 

International HRM 

• Global Talent Management 

• Cross-Cultural Management 

• Expatriate Adjustment 

• International Labor Standards 

• Diversity and Inclusion 

 

Challenges of International HR Managers 

• Cultural Differences 

• Legal Compliance 

• Localization vs. Standardization 

• Global Mobility 

• Language Barriers 

 

Green HRM 

• Sustainable Practices 

• Environmental Awareness 

• Corporate Social Responsibility (CSR) 

• Eco-friendly Initiatives 

• Sustainability Reporting 

 

E-HRM 

• HR Technology 

• Digital Transformation 

• Employee Self-Service (ESS) 

• Virtual HR 

• Cloud-based HR Systems 
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HRIS (Human Resource Information System) 

• Data Security 

• Automated HR Processes 

• Employee Information System 

• Payroll Integration 

• Analytics and Reporting 

 

15.7 ANSWERS TO CHECK YOUR 

PROGRESS 

 

International HRM 

1. What are the key differences between domestic and 

international human resource management? 

2. How does international HRM address the issue of cultural 

diversity in multinational corporations? 

3. What strategies can international HR managers use to ensure 

effective global talent management? 

 

Challenges of International HR Managers 

1. What are some common compliance issues faced by 

international HR managers across different countries? 

2. How do international HR managers handle compensation 

and benefits for expatriates? 

3. What are the major challenges in implementing HR policies 

consistently across multiple countries? 

 

Green HRM 

1. How can HRM practices be modified to support an 

organization’s sustainability goals? 

2. What are some examples of green recruitment practices? 
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3. In what ways can Green HRM contribute to a company’s 

competitive advantage? 

 

E-HRM 

1. What are the technological prerequisites for implementing 

an effective E-HRM system? 

2. How does E-HRM transform the role of HR managers and 

employees’ interaction with HR services? 

3. Can E-HRM improve employee engagement? If so, how? 

 

HRIS (Human Resource Information System) 

1. What are the main functionalities an organization should 

look for when selecting an HRIS? 

2. How does HRIS enhance decision-making in human 

resources management? 

3. What are the security risks associated with HRIS, and how 

can they be mitigated? 
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UNIT 16: HUMAN RESOURCE AUDIT 

 

Structure 

16.0 Objectives 

16.1 Introduction 

16.2 Audit 

16.3 The Need and Purpose of Formal Human 
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16.2 AUDIT 

 

Typically, once an audit is finished, the independent accountant can 

provide a certificate that covers their findings. The time frame that 

the audit was conducted over is mentioned. The certificate includes 

an assurance that the company’s accounting methods and internal 

control system have been reviewed. The scope of the audit is briefly 

stated. This assignment comes with the usual caveats that are 

relevant to the company’s books and the performance of the job. The 

last step is for the independent accountant to provide an opinion on 

the reliability of the company’s financial statements. Certified 

public accountants uphold the highest standards of professional 

conduct. There is no omission or misrepresentation of material 

information.  

Again, traditionally, payroll payments are verified against 

underlying records during manpower audits. To the degree deemed 

essential, this may even necessitate the verification of employee 

signatures on payroll receipts. The reports of the number of pieces 

produced by piece workers are verified, as are the records of the 

times employees arrive and leave. Bonuses and commission on sales 

paid to workers’ payrolls are investigated. Additionally, we ensure 

accuracy and compliance with various social security and welfare 

rules by checking specific payroll deductions and payments.  

 

The following are some of the other areas that have been chosen for 

investigation:  

• permissions to hire new employees, 

• prohibitions on certain incentives, profit sharing, and 

compensation payments, according to salary guidelines.  

The auditor has complete control over the scope and methodology 

of the audit, including the introduction of test checks and surprises.  

It is standard practice for independent accountants to review the 
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hiring and firing decisions made by the firm throughout the audit 

period. You can profit from the opinions of one of the company’s 

senior executives by discussing the net rise or reduction in the 

number of employees in any one function or function occupation.  

 

When deciding on the audit’s scope, the independent accountant 

takes the company’s internal control and check systems into careful 

consideration. The efficiency of the internal control system within 

the organization is obviously a major factor in the scope and 

magnitude of the audit.  

 

Two things are implied by managerial control: (i) checks and (ii) 

measures. By doing checks, you can keep an eye on how different 

aspects of your organization are running, collect input on how 

they’re doing, and make adjustments as needed. Control, in the 

context of measurements, is the practice of using predetermined 

criteria of measurement to evaluate the efficacy of an undertaking.  

 

As a key component of HR planning, audits are among the most 

critical tools at management’s disposal for control, although there 

are many other measurement and control methods available. On the 

contrary, it is seen as the initial stage of human resource planning.  

 

16.3 THE NEED AND PURPOSE OF 

FORMAL HUMAN RESOURCE AUDIT 

 

A human resource audit is an analysis of the current workforce’s 

capabilities, weaknesses, and areas for improvement in relation to 

the company’s overall performance. As stated by Flam Holtz in 

1987.  

An organization’s human resource audit will detail the strengths and 

weaknesses of its workforce. Management inventories include 
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audits of managers, whereas skills inventories include audits of non-

managers. In its most basic form, an audit is a sort of inventory that 

helps planners understand the organization’s workforce by 

cataloguing the talents and competencies of each person. Along with 

Keith Davies, William B. Werther, Jr.  

 

Commonly known audits are the long-standing, periodic audits of 

financial statements conducted in line with certain legislative 

requirements. Enlightened managements have willingly 

acknowledged the value of human resource audits depending on the 

circumstances, even if they are not legally required to do so. Some 

examples of such situations include: 

 

➢ Top-Level Management’s Worry 

➢ External Forces’ Demands for An Audit Of The Current State 

Of Affairs; Changes In The Company’s Direction Brought 

About By Global Business Choices That Have An Impact On 

Hrm; And  

➢  A push by HRM experts to push for better processes and 

practices in the field.  

 

Human Resource Audit (HRA): What it does? 

The human resource audit is founded on the idea that by continuing 

with the present methods, opportunities are being lost. It views HR 

as an evolving process that requires constant refocusing and 

reinvigoration to meet the demands of the modern business world.  

Human Resources Assessments (HRAs) are a type of feedback on 

the responsibilities and performance of the organization’s members. 

As such, it serves as a kind of quality control for an organization’s 

human resource. An HRA might be carried out for a specific 

division or for the entire company. It improves the company’s 

credibility and draws attention to issues that aren’t always related to 
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HR. With HRA, the function of each department is more defined, 

and the company as a whole act more consistently.  

 

The purpose of a human resource audit is to provide an objective 

assessment of the company’s current workforce. That can only be 

achieved if the audit is provided with complete, quantitative, and 

qualitative data. Put simply, the way information and personnel 

records are kept is crucial to the success of this stage of HR 

planning. In order to prepare for the future, the human resource audit 

must take off from the existing condition. Therefore, the data 

requirements of such a crucial activity must be satisfied.  

 

16.4 SCOPE OF AND APPROACH TO 

HUMAN RESOURCE AUDIT 

 

The scope is set every time a human resources audit is going to be 

done. The audit doesn’t have to cover everything; it can just focus 

on one part of human resource management, like pay, performance 

reviews, training and development, or something else. However, 

HRA’s goal and method pretty much stay the same, no matter what 

its reach is.  

 

As part of regular audits, auditors check to see if financial 

information is correct and if an organization’s accounting methods 

make sense. During these audits, the accountants sometimes give 

information that could help the top management understand what’s 

going on with financial planning and accounting.  

 

Basically, evaluations of human resources are not common. In fact, 

these are studies of a very different kind. Behaviour can be 

controlled by self-directed polls, an internal task force, or outside 

experts who are allowed to step in.  
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The audit can be a one-time event, something that happens on a daily 

basis, or something that happens all the time for different parts of 

the organization. For example, in one company, the audit was 

mostly about looking at how well managers and bosses followed the 

rules and policies that were already in place for handling employees.  

 

Outside Consultants and HRA: Some Perceived Advantages 

Many businesses would rather have separate experts do the audit so 

that the reports are more objective and fairer. Consultants with a 

lot of knowledge and expertise in that area are being asked to do the 

HRA. Most of them have an amazing knack for noticing small things 

and facts that you might not think are important. They are supposed 

to be fair and not let their bias affect how they judge the things they 

read and think about. 

 

16.5 AUDITING PROCESS: ESSENTIAL 

STEPS IN HUMAN RESOURCE AUDIT 

 

The steps would be different for each organization, but here are 

some of the most common ones:  

 

1) Briefing and orientation: This is a meeting of key staff members 

to get ready for the audit. They will: i) talk about issues they think 

are important; ii) make a plan for how the audit will be done; and 

iii) come up with a schedule and plans for the audit.  

 

2) Scanning material information: This means looking closely at 

all the available information about the employees, such as 

handbooks and instructions, guides, evaluation forms, information 

on hiring, computer skills, and anything else that is thought to be 

material.  
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3) Surveying employees: To survey employees, you need to talk to 

key managers, department executives, top administrators, and even 

employees’ reps, if needed. The goal is to find problems that need 

to be fixed, skills that are already there, expected needs, and 

management ideas 
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can use both numeric and qualitative data that is available. The goal 

of a human resource audit is to gather information about how the 

company manages its employees and then use that information to 

make decisions about how well it works and what it needs to plan 

and grow in the future. In order to decide whether to do a human 

resource audit and how often to do it, top management’s concerns 

or, more generally, the desire of human resource workers to improve 

the current business practices and processes would be the main 

factors. The audit can be done “in house” by the management or by 

hiring a consultant from outside the company to make the reports 

more objective.  

 

16.7 KEY WORDS 

 

A Human Resource Audit involves a comprehensive assessment of 

the HR function’s effectiveness and compliance within an 

organization. Here are some key terms related to Human Resource 

Audits: 

1. Compliance Audit - Evaluating adherence to legal 

requirements and company policies regarding employment 

laws and regulations. 

2. Best Practices Audit - Assessing HR policies and practices 

against recognized industry standards to identify areas for 

improvement. 

3. Strategic Audit - Reviewing how well the HR strategies 

align with the overall business strategies of the organization. 

4. Function-Specific Audit - Focused checks on particular HR 

functions such as recruitment, payroll, or benefits 

administration. 

5. Policy and Procedure Audit - Examining the adequacy and 

effectiveness of HR policies and procedures in supporting 

the organization’s goals and compliance requirements. 
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6. Culture Audit - Assessing the organization’s cultural 

environment and how it supports the organization’s 

objectives. 

7. Talent Management Audit - Reviewing processes related 

to talent acquisition, development, retention, and succession 

planning. 

8. Compensation and Benefits Audit - Ensuring that 

compensation and benefits programs are competitive and 

compliant with legal requirements. 

9. Performance Management Audit - Evaluating the 

effectiveness of performance management systems and 

practices. 

10. Employee Relations Audit - Checking the mechanisms for 

handling employee grievances, discipline, and satisfaction 

levels. 

11. Workforce Analytics Audit - Assessing the accuracy and 

effectiveness of workforce data collection, analysis, and 

reporting. 

12. Risk Management Audit - Identifying and assessing risks 

associated with human resource management. 

13. Training and Development Audit - Evaluating the 

adequacy and effectiveness of training and development 

programs and their alignment with organizational goals. 

14. Diversity and Inclusion Audit - Assessing how diversity 

and inclusion initiatives align with strategic objectives and 

compliance standards. 

15. Succession Planning Audit - Reviewing processes for 

identifying and developing future leaders to ensure 

leadership continuity. 
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16.8 ANSWERS TO CHECK YOUR 

PROGRESS 

 

1) Human Resource Audit is a systematic assessment of the 

strengths, limitations and developmental needs of its existing 

human in context of organisation performance. Study Sec.9.2 

to expand the above  

 

2) The essential steps in HRA are: 

i) Briefing and orientation 

ii) Scanning material information 

iii) Surveying Employees 

iv) Conducting interviews 

v) Synthesising 

vi) Reporting 
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17.0 OBJECTIVES 

 

This unit’s goals are to: 

• talk about some new developments in financial and 

management accounting;  

• give an overview of specific accounting issues such as 

international accounting, inflation accounting, human 

resources accounting, and environmental accounting;  

• talk about activity-based costing and ways to cut costs; and 

• talk about changes in information technology that have an 

impact on accounting.  
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17.1 INTRODUCTION 

 

Accounting’s main job is to keep track of money transactions and 

summarize them in a way that is useful. The three main financial 

statements that financial accountants make are the Profit and Loss 

Account, the Balance Sheet, and the Cash Flow Statement. They do 

this by summarizing a huge number of financial activities. These 

three are included in their yearly reports, and they also make other 

comments for their own use. Cost Accountants make a lot of 

statements, mostly for their own use. The main goal of the task is to 

find out how much things cost to make. But things are changing 

quickly in the world of accounting. These days, people expect 

accountants to be smarter than just adding up numbers. You could  

have seen that financial software is being used by even smaller 

businesses. The accountant’s job is becoming less important as tax 

rules become easier to understand. What accountants are also asked 

to do is give more details about the unusual data. When machines 

take over the business world, accountants are asked to give more 

details about the company’s important things. Know-how is an 

advantage in many businesses today. Accountants are asked to give 

more information because the above-mentioned financial records 

are not designed to give that kind of information. There are also a 

lot of worries about how the business world acts in social situations. 

So, a lot of people want to know what the companies are doing to be 

socially responsible and protect the earth. To deal with some of these 

problems, special reports are made. We will talk quickly about some 

of these reports and current events in this unit. There is a lot of 

information here, and each topic is a whole subject in its own right. 

If you’re interested, you can choose to specialize in one or more of 

these topics by reading specialized books or taking classes on these 

subjects. It’s important to note that accountants today are expected 
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to be smarter because many companies no longer hire traditional 

accountants.  

 

17.2 SCOPE AND LIMITATION OF 

CONVENTIONAL FINANCIAL 

ACCOUNTING 

 

It’s interesting to know why companies are suddenly paying 

attention to some of the reports we talked about at the beginning. On 

the other hand, what’s wrong with the usual financial reports? There 

is a lot of information in accounting reports like the profit and loss 

account, balance sheet, and cash flow accounts. The question is 

whether this information is enough to know about how businesses 

are doing now or in the future. Second, not all stakeholders are only 

interested in the facts of the income or profit. The future of 

companies rests on how strong they are now. Isn’t shown in the 

financial records. This is especially true for companies that are part 

of the new economy or are based on knowledge. These types of 

businesses have been growing very quickly lately. A lot of people 

would also be interested in business social behaviour. Here are some 

of the most important limitations:  

a) The balance sheet is often based on what the amounts were in the 

past. In that case, it doesn’t show what the company is really worth. 

Let’s say a business owns 10 acres of land in Delhi or Mumbai that 

it bought 40 years ago for Rs. 10,000 an acre. Should the company 

show how much the land was worth at the same price in 2003, even 

though it now costs several hundred times more than what it was 

bought for? This is true for a lot of industrial tools that are used in 

the company but are well taken care of after their normal life. How 

to show what these things are really worth?  

b) Is in-house staff not an advantage to a business? Everyone is 

proud to say that their company has a lot of engineers, doctors, and 
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other professionals these days. If so, how much does the company 

value this kind of invisible pool of knowledge? In traditional 

accounting, pay and wages for these kinds of workers are seen as 

costs, but the value of human resources is not taken into

 account.  

c) Can a business have a narrow goal and always try to make the 

most money? Isn’t it fair to give back to society, especially since 

they damage natural resources when they do their jobs? In order to 

clean up their air, many wealthy countries are moving their polluting 

businesses to third-world countries. When these countries move 

their bases to third-world countries, the people who live there have 

every right to expect that the companies will spend enough to control 

pollution and other problems.  

d) Businesses have changed how they do business. A lot of ideas are 

used today, like “just in time” (JIT), “total quality management” 

(TQM), “flexible manufacturing system,” and so on. But very few 

businesses have changed how they figure out costs. For example, 

pay and wages only make up a small part of the total cost for many 

manufacturing companies. However, our costing system not only 

reports the cost of labour, it also sometimes uses it as a reason for 

allocating costs. Shouldn’t we change the way we figure out costs 

so that we can get more accurate information?  

e) Traditionally, companies only used IT for accounting, and 

accounting operations were separate from the rest of the business. 

Information from accounting is used a lot these days, and so is IT 

throughout the business. Is it right, cost-effective, or useful for each 

functional area to have its own IT system? Isn’t it better to have a 

combined accounting system, or more specifically, companywide 

resource planning (ERP), that handles not only accounting but also 

a number of other business tasks effectively?  
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17.3 INFLATION ACCOUNTING 

 

The inflation rate shows how much prices have changed from one 

time to the next. Inflation accounting’s main goal is to fix traditional 

historical cost accounts that understate the cost of things sold and 

plant used in production, which includes depreciation and inventory. 

This is done to stop capital from being lost during inflation. Indeed, 

inflation accounting gives present and potential investors, creditors, 

and other users information that helps them make decisions and 

figure out how much, when, and how uncertain it is that they will 

get cash from dividends or interest payments and the money from 

selling, redeeming, or maturing securities or loans. When many 

growing economies had inflation rates of 25% or more, people were 

interested in inflation accounting. There is less of a discussion about 

the need for inflation accounting now that rates are in the single 

digits. Some related goals are: a) To show the real profit and loss for 

the period being looked at instead of the profit or loss based on 

historical cost; b) To show the real value of the assets and liabilities 

instead of their historical cost; and c) To make sure that there are 

enough funds to replace the different assets when they need to be 

replaced.  

This goal is usually met by the current cost method, which is also 

much better at meeting the overall goals of financial reporting. Other 

ways can be used, such as the Current Purchasing Power Method, 

the Constant Dollar Accounting Method, and so on. With the current 

cost accounting method, fixed assets, stocks, stocks used up, and 

other things are shown in the financial statements at what they’re 

worth to the company, not what they cost or how much they’ve lost 

value over time. The value of the fixed assets at the beginning of the 

year is used to figure out the annual depreciation. Normally, all of 

these things cause the profit calculated using this method to be less 

than the normal profit based on history. Since going beyond this 
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point is outside the subject’s scope, students who are interested 

should look at Statement of Standard Accounting Practice

 (SSAP)16.  

There are some problems with accounting for inflation that have 

made some ways too hard to use because they aren’t taken into 

account. The effects of inflation on a company can’t be separated or 

summed up into a single profit number by inflation accounting. It’s 

just a better way to measure things that makes financial records 

match up with current prices and costs. These better financial 

records help us figure out how much money a company makes and 

where it stands financially in a time of inflation, taking into account 

any unique effects of inflation.  

 

17.4 HUMAN RESOURCES ACCOUNTING 

 

When a business makes things, most of its assets are real things. 

These were easy to track down and value. So, it’s not hard to figure 

out how much the company is worth. A manufacturing company has 

more assets than just real ones. It is easier to get a rough idea of the 

value of intangible assets like goodwill, brand value, and so on. 

Human capital, or the skills of workers to do the things that make 

the business run and successful, is the most important. This is 

especially true for software companies where people are the most 

valuable asset. Is it possible to value people? Can we give each 

person in the company a value? Have we should have  

to value people just because they are the most valuable asset in IT 

companies? Yes, it’s very important. The projects are done as a 

team, but each person’s skills and input are very important. This is 

typical of most software companies. Also, it’s not just important for 

IT companies; it would be even better if this kind of value was given 

to employees in manufacturing companies as well. That way, 

everyone can see how much value they’re adding to the company 
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and how they can do it better. That’s why accounting for human 

resources became important. But even though they make up as much 

as 80% of a company’s value, not all of them understand how they 

affect the bottom line or know how to lead to even better financial 

results.  

All workers in a company, at every level, need to be measured on 

their abilities so that their knowledge and skills can be put to use. 

Human Resource Accounting (HRA) is a computer system that tells 

the people in charge of a business what changes are happening with 

its employees over time. HRA also takes into account how much a 

company has invested in its people, how much it would cost to 

replace them, and how much money those people are worth. The 

current financial system can’t show how much an employee’s skills 

and information are really worth. As the cost of hiring new 

employees and developing human resources goes up every year, this 

indirectly affects how much a company will spend in the future.  

The data that HRA systems produce can be used to help managers 

make choices about things like hiring, analysing employee turnover, 

evaluating employee growth, and planning capital budgets. This can 

save businesses a lot of trouble in the long run. There aren’t many 

companies in India that offer HRA. Only BHEL, Infosys, and 

Reliance Industries do, and more are working on it. Since it started 

listing human resources as an asset on its balance sheet, Infosys has 

been getting a lot of money from the market. 

  

Going with HRA can be good for businesses in many ways. They 

can figure out how to plan their resources based on the return on 

capital spent on all of the organization’s assets, including its people. 

Once businesses understand the real benefit and see it as a way to 

grow, it will only help them increase the value of their shares. It 

helps a company’s own value when it can figure out how much 

someone is worth. Cost-based analysis and value-based analysis are 
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the two main ways to keep track of HRA. The cost-based method is 

based on the cost factors, which could be the past cost, the 

replacement cost, or the potential cost. The value-based method says 

that the ability to make money determines the value of human 

resources. This method can be broken down even further into two 

main groups: non-monetary and monetary.  

 

You can also look at how resources are being used by giving 

different job grades different amounts of human asset values. HRA 

also helps look at how much money is spent on staff and how much 

money is spent on services and training again. Also, the value of 

human assets can be a big deal in mergers and takeovers, where they 

are important to consider. One moreA very important role that HRA 

can help play is in building a company’s trust. The company can say 

that it has best practices and better rules in place. Some experts think 

this could help the group get more capital.  

 

17.5 SOCIAL ACCOUNTING 

 

Being socially accountable means having to answer to the people 

whose lives you have changed because of what you did. At all stages 

of business action and decision-making, leading companies now 

have open, meaningful conversations with all stakeholders that 

matter, such as workers, suppliers, customers, regulators, NGOs, and 

communities. 

 

They also give these interest groups details about their social 

behaviour without being asked, which makes them responsible to 

these groups. In many poor or third world countries, social and 

ethical accounting, auditing, and reporting is still pretty new. But it 

is becoming more and more accepted around the world as the best 

way to show social responsibility. A thorough evaluation process that 
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looks at how a business affects society and all of its different partners 

leads to a social report.  

 

A framework for social accounting and auditing lets an organization 

build on existing records and reports to create a way to track and 

report on its social performance, as well as make a plan to improve 

it. This way, the organization can see how its actions affect the 

community and be responsible to the people who matter to it the 

most. A strict method should be used to gather, analyse, and make 

sense of both numeric and qualitative data as part of the social 

accounting process. Standardizing the financial processes will make 

it easier for a third party to check them. In the same way that a yearly 

report shows how well a company did financially, a social report 

shows how well it did socially.  

 

For businesses, social accounting is more than just a PR practice. It’s 

also a strategic move that helps the company change while also 

showing its social success. By following the idea of full disclosure, 

this strategic result can be achieved. In the final report, both good 

and bad results are listed. Since this happened, the company has to 

do something, and the social report has credibility that regular PR 

efforts don’t have.  

 

Getting and keeping a competitive edge depends a lot on how well 

you handle image risk. These days’ well-informed customers care 

more and more about how responsible a business is. And companies 

whose morals are more in line with what society as whole wants are 

better able to find and keep bright workers. A brand that is linked to 

doing business in an honest way is better protected in the global 

market because people are more loyal to it. Your business will be 

more competitive if you do a social accounting process in a full and 

open way. Here are some of the social indicators:  
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1) The level of management  

2) The Right to Live3) Performance in the environment  

4) Safety and health  

5) Relationships with Stakeholders  

6) Social Investment by Businesses  

7) Fair Pay for Workers  

8) Goods and Services  

 

An organization can find social and moral signs that show how well 

it is doing in relation to its values and goals by talking to the people 

who have a stake in it. To choose the right indicators, the 

organization looks at its mission statement, the standards, codes, and 

guidelines it follows, as well as how stakeholders see the 

organization’s performance in relation to its values and their own 

needs and concerns. It also looks at best practices from other 

societies that fall under the scope of social accounting and compares 

them to the needs of South Africa’s society.  

 

So, the people who make decisions have to figure out which parts of 

the business, like divisions, departments, or places, will be measured. 

It takes time to improve social and ethical performance, and a 

company may decide to keep information from the public while 

setting performance aims and goals for longer-term, more detailed 

reports. If trust is to be kept, these choices should be written down in 

the social report. Once signs have been set up and the parts of the 

company that need to be looked at have been chosen, the right data 

needs to be gathered. At first, this might be hard to do because there 

isn’t usually a way to measure social effects on purpose. The 

company will learn about the type of Social Impact Accounting 

Systems (SIAS) needed to measure performance in a strict and 

objective way by making the first social performance report.  
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A social success report is made after the collected data is analysed. 

The way that publishing and distribution are handled could show 

how committed the group is to doing business in an honest and 

socially responsible way. Because of this, the report should be treated 

with the same care and respect as the usual yearly report on financial 

success. And just like a company’s financial performance is closely 

checked to make sure it’s accurate, its social performance should also 

be closely checked.  

 

The main goal of community and social businesses as well as 

community groups is to help people, the community, or the earth in 

some way. Making money, or being financially sustainable, is 

important for getting that reward, but it’s not the most important 

thing. The organization and everyone who works for or is touched 

by it needs to know if its goals and values are being met and if those 

goals and values are still relevant and appropriate. That’s what the 

process of social accounting is meant to make possible.  

The following are likely to be part of a full set of social accounts:  

1) A report on how well the stated goals were met (How well did we 

do what we said we would do?)  

2) An evaluation of the effect on the neighbourhood (Is this possible 

to measure?  

What do people believe?  

3) What partners think about our values and goals Do we think we’re 

doing the “right” thing? How about “walking our talk”?)  

4) A report on how well the world is doing (Are we “living lightly” 

and using as few resources as possible?)  

5) A report on how we make sure everyone has the same chances 

(Do we really work to bring people together?)  

6) A report on how well we meet quality and procedure standards set 

by law and by ourselves (do we do what is asked of us and more?)  

Having social media accounts lets us know how we’re doing and 
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what people think about what we do and how we do it. This 

information can be both qualitative and quantitative. There is a social 

balance sheet here so that everyone can make their own choice about 

whether to use the organization, work for it, support it, or invest in 

it. By making documented social records, the organization can show 

that it is responsible to the people who matter to it. Social accounting 

and auditing are based on the idea that performance should always 

get better in relation to the stated values and chosen social goals. 

Recent theory and practice have led to the identification of six key 

principles that support the idea and good practice.  

 

17.6 ENVIRONMENTAL ACCOUNTING 

 

Environmental accounting is the contribution of accountants to 

organizations’ environmental consciousness. It became increasingly 

well-known during the 1990s. The social accounting debate of the 

1970s brought to light the preexisting emphasis on the social 

responsibilities of the accountancy profession. The attention of the 

accountancy profession began to be directed towards the social 

consciousness. The legislation aimed to increase stakeholder 

accountability by mandating the inclusion of social information in 

the annual reports of corporations. It was previously believed that 

the accountability function of accounting was satisfied through the 

provision of information (both financial and social) that would be 

beneficial to stakeholders in their deliberations.  

 

This resulted in the voluntary inclusion of environmental, employee, 

and ethical information in the annual reports of contemporary 

corporations. Regrettably, the integration of social accounting into 

the mainstream accounting agenda was thwarted, as previously 

mentioned, primarily because it lacked obligatory standards to serve 

as a guide and value judgments associated with the assessment of an 
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organization’s social responsibilities. Despite this, the 1990s 

witnessed a resurgence of interest in social accounting, which was 

stimulated by the pressing need to address contemporary 

environmental issues.  

 

Research into the practical developments of environmental 

accounting expanded substantially, with accountancy bodies and 

related international organizations presenting a variety of initiatives 

and proposals. Fundamentally, environmental accounting is 

currently an integral component of routine business operations, 

striving to reconcile environmental protection with progress. The 

capacity of accountants to substantially contribute to environmental 

consciousnessin organizations has been anticipated on the basis of 

their expertise in management, auditing, and reporting. There has 

been a growing trend of diverting attention from broad social 

accounting to the more specialized field of environmental 

accounting. In contemporary times, social accounting and social and 

environmental accounting (SEA) have evolved into synonymous 

terms, a connection that appropriately acknowledges the 

significance of environmental concerns.  

 

Environmental accounting is predicated on the notion that 

businesses ought to internalize environmental costs. At present, 

these expenses are externalized, signifying that the repercussions of 

an organization’s detrimental actions on the environment are borne 

by society, primarily on the grounds that such matters constitute a 

“public good.” Efforts are made by internal environmental 

accounting mechanisms, including life cycle costing and 

comprehensive cost accounting, to ascertain the expenses associated 

with the environmental activities of the organization. There is a 

prevailing belief that by holding organizations accountable for these 

expenses, they would be obligated to mitigate the potentially 
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detrimental consequences of their actions. Moreover, in accordance 

with environmental accounting principles, businesses are obligated 

to predict the possible ecological repercussions of their operations, 

calculate contingent liabilities accordingly, and establish provisions 

for environmental risk.  

 

The involvement of accountants in environmental matters 

transcends the oversight of internal operations as exemplified in 

environmental management accounting. They may have the 

capacity to ensure that environmental information is disclosed, 

predominantly via corporate annual reports but also via other 

channels of communication. Environmental reporting serves to hold 

an organization accountable to the broader community for its 

dedication to environmental awareness. Monetary information, 

including environmental costs, liabilities, provisions, and 

contingencies, could be disclosed alongside descriptive and 

quantitative data, including ecological data (e.g., physical 

measurements of environmental impacts), environmental policies, 

objectives, and accomplishments.  

 

Environmental accounting was initially recognized as a distinct 

discipline within accounting in 1998 by the Intergovernmental 

Working Group of Experts on International Standards of 

Accounting and Reporting (ISAR) of the United Nations. ISAR has 

been collaborating with IAPC (International Auditing Practices 

Committee) on the formalization of a set of audit standards intended 

to verify the environmental performance disclosed in financial 

statements. The work group placed significant emphasis on the 

necessity for environmental accounting to encompass the 

subsequent fundamental goals: (a) soliciting the input of experts in 

other domains; (b) providing an assessment of the analysed 

company’s information system in terms of its ability to furnish 
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financial accounting with pertinent data on environmental aspects; 

and (c) ensuring the effective involvement of diverse external 

intervenors, as per the consulting specifications.  

 

With the rapid adoption of the concept of sustainable development, 

corporations and industries worldwide are progressively integrating 

environmental considerations into their routine business activities. 

They are unequivocal in their belief that environmental safety is an 

equally crucial element in the success of a business, alongside 

quality.  

 

17.7 INTERNATIONAL ACCOUNTING 

 

Numerous Indian businesses, especially in the software and 

pharmaceutical sectors, have international operations. The 

implementation of trade liberalization would position a significant 

number of Indian firms as potential multinationals in the future. 

When an organization expands its operations globally, 

encompassing not only manufacturing and marketing but also 

investors, it becomes challenging to consolidate accounting for 

diverse business operations situated in various countries under one 

structure. An accountant may encounter two prospective challenges 

when confronted with the process of consolidation.  

 

Several nations have distinct accounting standards, and investors 

from those nations require financial statements prepared in 

accordance with those standards so they can compare the company 

to others. For example, in the case of Hindustan Lever Ltd. or 

Castrol India Ltd., as shareholders, you may request the financial 

statements to be prepared in accordance with Indian GAAP. 

Consider an investor situated in the United Kingdom or the 
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Netherlands who owns a dominant stake in Hindustan Lever on 

behalf of Unilever. Investors of Unilever anticipate that when 

Hindustan Levers Ltd.’s financial statements are consolidated with 

those of Unilever, the financial data will also conform to the 

Generally Accepted Accounting Principles (GAAP) of both 

countries. The task becomes even more intricate when considering 

shareholders situated in various countries. For example, numerous 

FIIs with investors situated worldwide hold shares of Infosys and 

numerous other esteemed Indian companies. Additionally, investors 

of ADRs in these companies are also dispersed throughout the 

world. They will be dissatisfied if Infosys prepares financial 

statements exclusively in accordance with Indian GAAP. In 

accordance with agreements with foreign stock exchanges, Infosys 

might be obligated to disclose a distinct financial statement in 

accordance with US GAAP. However, what about the Japanese 

investors who have acquired Infosys shares through FII, whether 

directly or indirectly? Numerous businesses have begun to provide 

distinct financial statements in accordance with the GAAP of 

significant countries in order to reassure the investors of those 

nations. It increases the expense of preparing financial reports but 

generates considerable goodwill. Businesses operating in multiple 

nations also encounter a number of unique challenges. For example, 

if a currency depreciation occurs in the country, a foreign venture of 

your company that previously generated higher profits may report a 

decrease in profit when converted to your currency. This could 

cause concern if the profit has actually decreased from the previous 

year. Conversely, the performance of a foreign nation may have 

declined, but if our currency appreciated during the period, the 

performance could have improved when the foreign currency was 

converted to our own. Consolidating multi-currency business 

operations represents an additional intricate undertaking within the 

realm of international accounting.  
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17.8 STRATEGIC COST MANAGEMENT 

 

Additionally, management accounting has undergone significant 

transformations in recent years. During periods of limited 

industrialization, economies experienced internal competition and 

closed doors to external competition. As a result, managers’ 

decision-making authority was typically confined to operational 

matters such as optimizing production, determining product mix, 

and establishing discount policies, among others. For such 

decisions, conventional cost and financial accounting provide 

sufficient information. However, as time has passed, the business 

environment has undergone a radical transformation, and both 

internal and external competitions have become the norm. Strategic 

decision-making is receiving heightened attention from the upper 

echelons of organizations, regardless of their size (small, medium, 

large, or multinational). In addition to cost and financial data, input 

from the external environment, including competitors’ financial and 

non-financial information, is also extensively incorporated. These 

concerns are addressed by a new field known as “strategic cost 

management” or “strategic management accounting.” The following 

concerns are commonly resolved through the application of cost 

input from a strategic standpoint:  

 

The value chain analysis entails: To enable comprehension of the 

concept, consider a product that we utilize on a daily basis, such as 

television. The television set in question provides some form of 

value to the user, whether it be educational or entertainment value. 

A multitude of organizations are engaged in the production and 

distribution of the television to the consumer. Each of these 

organizations contributes value to the product at each stage, and the 

ultimate product is the sum of all value additions. The value chain 

analysis determines the proportion of value addition that has 
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occurred at each process stage. It assists organizations in 

determining the precise location where they should be in order to 

optimize their returns while leveraging their specialized knowledge. 

The endeavour to decrease the overall cost of the value chain by all 

organizations ultimately benefits the consumers. For example, in the 

case of producing PET bottles, which are utilized by numerous 

mineral water manufacturing companies, there are two potential 

configurations for your manufacturing facility. One approach is to 

construct a centralized, massive facility in order to realize 

economies of scale; however, this will require your customers to 

maintain a greater quantity of stock, as the plant becomes 

operationally unfavourable without bottles. You may also construct 

lesser facilities in close proximity to the manufacturer. Although this 

will result in increased manufacturing costs, it will decrease the 

level of inventory. If you are a manufacturer of PET bottles, you 

must consider the value chain in addition to your costs.  

 

b) Activity-based costing (ABC): Since ABC views a company as a 

collection of activities, it places greater emphasis on activity 

analysis, the costs associated with conducting those activities, and 

ultimately, cost-saving strategies for performing those activities 

more efficiently. ABC offers superior accuracy in cost data 

compared to conventional costing systems, and strategic decision-

making frequently necessitates such dependable costing. ABC is 

also useful for distinguishing activities that add value and those that 

do not.  

 

c) Customer cost analysis: In your opinion, do all of your consumers 

hold equal value? If you ask the MD of a large company this 

question, the likely response would be “Yes,” given that in the 

twenty-first century, every company strives to be customer-centric 

and the size of the consumer is irrelevant. Suppose you inquire 
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further of the same MD whether the profitability of each of his 

clients is identical. ‘No’ is frequently the correct response, although 

‘Yes’ is not always the case. As a result of the increasing demands 

of consumers, the cost of providing services to individual customers 

varies considerably. What is the number of businesses that account 

for customer-level costs? Typically, the costing exercise is 

terminated at the product level, and even then, only with an 

improvised allocation of overhead. Accurate cost data is essential 

for assessing consumer profitability.  

 

d) Analysis of competitor costs: Is it feasible to manage a business 

without a comprehensive understanding of competitors? A decade 

and a half ago, the likely response would have been affirmative; 

however, the prevailing sentiment is one of dissent at present. Which 

details are you seeking regarding the competitor? In addition to 

various other considerations, you are interested in their cost 

structure. Gaining insight into their cost structure is advantageous in 

multiple respects. For example, in the event that your company’s 

material costs are lower than those of your competitors, you may 

consider exploring alternative sources of procurement or modifying 

the quality of your materials.  

 

Target costing is a method in which the cost of a product is 

determined prior to its entry into production. Numerous specialists 

agree that the most effective method for reducing expenses is to 

invest time during product development. After the completion of a 

product design, approximately 80% of the expenses are pre-

established. Consider the scenario where you wish to build and 

operate a profitable hotel. When compared to fixed costs, the 

expenses associated with administering a hotel are comparatively 

modest. Therefore, the most effective method for cost reduction is 

to devote more time and effort to creating construction plans and 
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utilizing space, materials, and other components efficiently. This is 

true of numerous manufactured goods, including watches, 

televisions, and air conditioners. Target costing is accomplished 

with the assistance of a group of personnel selected from various 

functional domains, who collaborate in the development process 

with the overarching objective of creating a product whose price 

falls below the target cost.  

 

17.9 ACTIVITY BASED COSTING 

 

Cost information that is precise and pertinent is essential for any 

business that wishes to maintain or enhance its competitive position. 

Companies have long maintained the belief that their cost 

information accurately represented the expenses associated with 

their services and products when, in actuality, it had no such effect. 

In reality, overly generalized cost systems misled decision makers, 

resulting in choices that were incongruent with the requirements and 

objectives of their respective organizations, primarily due to the 

misallocation of costs.  

 

Activity-based costing (ABC) is an advantageous principle that has 

the potential to rectify the deficiencies observed in previous cost 

systems. It is a method of establishing a framework that ultimately 

allocates the expenses of an organization to the specific products and 

services that necessitate the incurrence of those expenses. ABC 

provides an integrative, cross-functional view of the organization, 

its activities, and its business processes, which enables this 

application.  

 

Consequently, ABC has progressed beyond the mere development 

of more precise and pertinent product, process, service, and activity 

costs in a number of organizations. These organizations implement 
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ABC in order to enhance operational efficiency through the 

management of the cost-generating activity drivers. In addition to 

facilitating significant decisions regarding product lines, market 

segments, and customer relationships, they employ ABC to replicate 

the effects of process enhancements. As a system of measurement, 

organizations implementing Total Quality Management utilize both 

the financial and non-financial data of ABC.  

 

ABC differs fundamentally from conventional cost accounting in 

the following ways: Conventional methods of cost accounting 

assign expenses to products according to the characteristics of an 

individual unit. Typical attributes consist of the quantity of days 

occupied, the purchase cost of merchandise that is resold, or the 

number of direct labour hours necessary to produce a unit. As a 

result, allocations are directly proportional to the number of days a 

consumer is occupied, the cost of merchandise sold, or the quantity 

of units produced. ABC systems, on the other hand, concentrate on 

the activities necessary to manufacture or deliver a specific product 

or service, in accordance with the levels of activity consumption by 

that product or service.  

 

ABC enables the tracing of administrative expenses to specific 

products and services through the identification of the resources, 

activities, costs, and quantities required to generate output. Utilizing 

a unit of output (a driver), the cost of each activity is computed. The 

cost of a product or service can be determined by quantifying the 

quantity of output units consumed by each activity within a specified 

time period. An ABC system is observable from two distinct 

perspectives. The cost assignment view presents data pertaining to 

cost objects, activities, and resources. Operational (often non-

financial) information regarding cost drivers, activities, and 

performance is presented in the process view.  
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ABC is applicable not only to manufacturing organizations but also 

to service organizations, including government entities, financial 

institutions, and medical care providers. Indeed, certain financial 

institutions have implemented this notion for years under an 

alternative designation—unit costing. The cost of banking services 

is determined using unit costing, which involves identifying the cost 

and consumption of each unit of output function necessary for the 

provision of the service.  

 

17.10 IT DEVELOPMENTS IN 

ACCOUNTING 

 

Accounting was among the initial industrial processes to implement 

computerization in the business sector. Presently, the predominant 

method of conducting accounting operations is via computerized 

systems. What function do computers serve in accounting? 

Bookkeeping is a repetitive task that is more effectively executed by 

machinery rather than human labour. Additionally, the quickness 

and precision of the operation are significantly enhanced. Most 

significantly, every transaction is executed by the machine and is 

entered only once. This is in contrast to manual processes, which 

involve the maintenance of fundamental day accounts, the posting 

of entries to the ledger, the preparation of trial balances, and the 

generation of financial reports. An expansion of computerization to 

encompass numerous additional business operations results in a 

significant improvement in the task at hand.  

 

Many businesses utilize Enterprise Resource Planning (ERP) 

applications such as SAP, Peoplesoft, and others. ERP endeavours 

to unite every department and function within an organization under 

a single software application that operates from a single database. 

For example, in the case of meticulous planning, the ERP system 
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functions in this manner. Assume that the inventory level has fallen 

below a specified threshold. The procurement system promptly 

generates a purchase order and transmits it electronically to the 

designated vendor. When the material is supplied by the vendor, two 

entries are created: one at the store level to reflect the material’s 

receipt, and one at the accounts department to record invoice 

information. The machine generates a statement for payment after 
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incorporated into the process of making strategic decisions. 

Accountants are responsible for gathering information regarding 

competitors as well as details regarding products, geographies, and 

customers, among others. Inputs from accountants are utilized 

extensively for benchmarking exercises and decisions including 

outsourcing. Due to the global dispersion of stakeholders, numerous 

corporations present financial outcomes in accordance with diverse 

accounting standards in order to gratify the requirements of 

investors, employees, suppliers, customers, and government 

authorities from multiple nations. Additionally, contemporary 

accountants must possess computer literacy and be accustomed to 

operating within a computerized networking setting. Organizations 

invest significantly in IT and integrate their entire operations. 

Although the role of accountants is diminishing due to 

computerization, their contribution and involvement are growing at 

the highest levels. Presently, accounting processes are centralized, 

and emerging concepts include shared service operation. The shared 

service operation provider manages the accounts of multiple 

companies and provides numerous value-added services in general. 

Submits reports to administration. In essence, the accounting 

profession is both exceedingly demanding and gratifying, 

comparable in nature to other vocations.  

 

Students who are interested may consult the Shareholders 

Information section (pages 137 to 162) of the Annual Report of 

Infosys Technologies Limited. The subject matter includes a value-

added statement, a score sheet for intangible assets, an accounting 

statement for human resources, a valuation of the brand, a balance 

sheet that includes intangible assets, current-cost-adjusted financial 

statements, an economic value-added (EVA) statement, ratio 

analysis, statutory obligations, value reporting, and management 
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5) Is environmental accounting a propaganda endeavour? How does 

one conduct audits and environmental accounting for a fertilizer 

company?  

6) In what ways does activity-based costing diverge from the 

conventional costing methodology?  

7) How do cost accounting and cost data contribute to the field of 

strategic management?  

8) Consider a business that desires to implement a product 

differentiation strategy. In what ways will your expertise as an 

accountant benefit this exercise?  

9) Enumerate several significant advantages that a business can 

derive from implementing a computerized accounting system.  

10) What distinguishes ERP implementation from the 

computerization of accounting functions?  
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organizational cultures and impacts business outcomes. Here is a 

brief introduction to each: 

 

Moonlighting refers to the practice where employees hold 

additional jobs outside their primary employment. This 

phenomenon is becoming increasingly common as individuals seek 

additional income, pursue personal passions, or aim to develop new 

skill sets. While offering benefits, moonlighting also presents 

challenges such as potential conflicts of interest and issues with 

work-life balance. 

Employee engagement is a critical driver of organizational success. 

Engaged employees show a greater level of commitment to their 

organization, contributing positively to its culture and productivity. 

Engagement is influenced by factors such as workplace 

environment, recognition, communication, and professional growth 

opportunities. 

Flexi timing is an approach to work arrangements that allows 

employees to have variable start and end times for their workday, 

within certain limits. This flexibility supports a better work-life 

balance, potentially increasing job satisfaction and productivity, 

while posing challenges for coordination and consistency within 

teams. 

The psychological contract represents the unwritten, perceived 

expectations between employees and employers regarding their 

mutual obligations. These expectations, if unmet, can lead to 

dissatisfaction and turnover. Maintaining a healthy psychological 

contract is essential for employee retention and organizational 

loyalty. 

A protean career is managed by the individual, not the 

organization. This approach is characterized by a focus on self-

directed career development, with an emphasis on flexibility and 

adaptability. Individuals who manage their careers provenly often 
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seek continual personal growth and learning opportunities, adapting 

to changing environments and needs. 

Layoffs involve the reduction of a company’s workforce to cut costs 

or respond to changes in market conditions, restructuring, or 

changes in the demand for products and services. Handling layoffs 

with care is crucial for the well-being of both affected employees 

and those who remain, as well as for maintaining the organization’s 

reputation. 

18.2 MOONLIGHTING PHENOMENON  

 

The moonlighting phenomenon refers to the practice of holding 

more than one job at a time, where individuals engage in secondary 

employment alongside their primary job. This practice has become 

increasingly prevalent due to various socioeconomic factors and 

personal motivations. Here are the key aspects of the moonlighting 

phenomenon. 

 

18.2.1 Reasons for Moonlighting 

Absolutely, the reasons you’ve outlined for moonlighting 

encapsulate the primary motivations that drive individuals to pursue 

secondary employment alongside their main job. Each of these 

motivations can significantly impact a person’s career path and 

personal fulfillment. Let’s delve a bit deeper into each one 

 

Financial Necessity 

The need for extra income is often the most straightforward and 

pressing reason for moonlighting. With rising living costs, stagnant 

wages, and unexpected expenses, many find that their primary job 

does not provide sufficient financial security. Moonlighting can be 

a vital strategy to ensure stability, allowing individuals and families 

to cover essential costs, reduce debt, and build savings. This 
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economic reality underscores the necessity of accessible secondary 

job opportunities. 

 

Skill Development 

Moonlighting for skill development is particularly advantageous for 

individuals looking to transition into new roles or industries, or who 

wish to climb the career ladder faster. Secondary jobs can offer 

practical experience in areas not covered by one’s main 

employment, serving as a form of on-the-job training. For instance, 

someone in a non-technical role might take up a part-time tech job 

or course to learn coding or digital marketing, making them more 

versatile and competitive in the job market. 

 

Pursuit of Passion 

Often, individuals engage in moonlighting to align more closely 

with their personal interests and passions that their primary job 

might not fulfil. This can lead to greater job satisfaction and mental 

well-being. For example, a corporate employee might be passionate 

about photography and decide to start a freelance photography 

business during their off-hours. This not only provides a creative 

outlet but can also open up new career paths that are more aligned 

with one’s interests. 

 

Networking and Opportunities 

Moonlighting can dramatically expand professional networks by 

exposing individuals to new colleagues, industries, and professional 

environments. This networking can be invaluable for career 

development and might lead to unexpected job offers, 

collaborations, or business opportunities. For someone looking to 

change careers, the networks formed through moonlighting can 

provide insights and connections that are critical for such transitions. 
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18.2.2 Potential Impacts of Moonlighting 

Positive Impacts 

Increased Income 

Moonlighting directly contributes to a person’s financial health by 

providing an additional income stream. This additional income can 

help alleviate financial stress by allowing individuals to: 

• Pay off debts more quickly, such as student loans or credit 

card debts. 

• Save for future goals, including down payments on a home, 

education, or retirement. 

• Afford necessities or even luxuries that their primary income 

does not cover, enhancing their quality of life. 

The increased financial stability can also provide a safety net, 

making individuals feel more secure during economic downturns or 

unexpected personal financial challenges. 

 

Skill Diversification 

Having multiple jobs can significantly enhance a person’s skill set 

in areas that might not be explored through their primary 

employment. This diversification can include: 

• Technical skills, such as learning new software tools or 

programming languages. 

• Soft skills, such as improved time management, adaptability, 

and communication skills which are often honed by 

managing different roles and responsibilities. 

• Industry-specific skills by working in different sectors, 

providing insights and expertise that make an individual 

more attractive to current or future employers. 

This broader skill set not only makes a person more marketable and 

competitive in the job market but also provides more career choices 

and pathways for advancement. 
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Personal Fulfilment 

Moonlighting can significantly enhance personal fulfilment by 

allowing individuals to: 

• Pursue interests and passions that they are not able to 

incorporate into their primary jobs. This can include creative 

endeavours like writing, arts, or crafts, which can provide a 

mental break and boost overall well-being. 

• Achieve personal goals and ambitions outside the scope of 

their main employment, contributing to a greater sense of 

accomplishment and satisfaction. 

• Find meaning and enjoyment in diverse activities, which can 

reduce job burnout and increase overall life satisfaction by 

not being solely dependent on the primary job for personal 

identity. 

 

Broadening the Perspective 

Engaging in different types of work can broaden one’s perspective, 

fostering a greater understanding of various industries, cultures, and 

professional environments. This can enhance a person’s adaptability 

and empathy, skills that are highly valued in today’s global and 

diverse workplace. 

 

Negative Impacts 

Work-Life Balance 

Maintaining a healthy work-life balance while moonlighting can be 

challenging, particularly when the demands of multiple jobs 

consume time and energy that could otherwise be spent on personal 

activities and relationships. Issues that may arise include: 

• Fatigue and Stress: Managing two or more jobs often means 

longer hours with less time for rest and recuperation, which 

can lead to physical and mental exhaustion. 
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• Reduced Personal Time: Time for hobbies, relaxation, 

family, and friends can become severely limited, which 

might affect personal relationships and overall quality of 

life. 

 

To mitigate these effects, individuals can: 

• Prioritize and manage time effectively, ensuring that 

personal life and health are not consistently compromised. 

• Set clear boundaries for work hours and be disciplined about 

keeping work within those times. 

• Communicate openly with family and friends about their 

schedule and the reasons for moonlighting, helping to 

manage expectations. 

 

Job Performance 

The risk of decreased job performance is a major concern in 

moonlighting scenarios due to: 

• Divided Focus: Splitting time and energy between multiple 

jobs can lead to reduced focus and effort in either or both 

jobs. 

• Burnout: Prolonged periods of excessive work can lead to 

burnout, which not only impacts job performance but also 

overall health. 

Strategies to manage job performance include: 

• Ensuring that the total workload is manageable and leaving 

sufficient time for rest. 

• Maintaining a high level of organization to keep track of 

responsibilities and deadlines for both jobs. 

• Choosing a second job that complements rather than 

conflicts with the primary job in terms of time and energy 

requirements. 
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Legal and Ethical Issues 

Legal and ethical considerations are crucial when evaluating the 

possibility of moonlighting. Issues might include: 

• Conflict of Interest: The second job could directly compete 

with the primary employer, leading to ethical dilemmas and 

legal issues. 

• Breach of Contract: Many employers include clauses in 

employment contracts that restrict secondary employment, 

particularly if it might impact an employee’s performance or 

compete with the business. 

 

To address these concerns: 

• Review the employment contract and company policies of 

the primary job to ensure that taking on a second job does 

not violate any terms. 

• 
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4. Customer Satisfaction: Engaged employees often deliver 

better service, leading to higher customer satisfaction and 

loyalty. 

5. Overall, Company Success: Numerous studies have shown 

a link between high employee engagement and improved 

business outcomes, including profitability and shareholder 

value. 

 

Measuring Employee Engagement 

• Surveys and Questionnaires: The most common method 

for assessing employee engagement is through periodic 

surveys that ask questions about aspects such as job 

satisfaction, perceived organizational support, and 

alignment with company values. 

• One-on-One Interviews: Personal interviews can provide 

deeper insights into the individual experiences and feelings 

of employees. 

• Focus Groups: These can be useful to explore specific 

themes or issues in more detail and gather qualitative data. 

• Pulse Surveys: Short, frequent surveys to get quick insights 

into the current state of engagement. 

• Employee Net Promoter Score (eNPS): This measures 

how likely employees are to recommend their workplace to 

friends and family, serving as an indicator of overall 

employee satisfaction and loyalty. 

 

Strategies to Enhance Employee Engagement 

1. Effective Communication: Ensuring open lines of 

communication between management and employees, 

including transparency about company operations and 

decisions. 
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2. Recognition and Rewards Systems: Implementing 

programs that recognize employee achievements and 

contributions. This can be through formal recognition 

programs, performance bonuses, or informal praise from 

leadership. 

3. Professional Development: Providing opportunities for 

career growth and development, including training, 

seminars, mentorship programs, and clear career pathways. 

4. Work-Life Balance: Supporting policies that promote a 

healthy balance between work and personal life, such as 

flexible working hours, remote work options, and sufficient 

time off. 

5. Inclusive and Supportive Culture: Creating a workplace 

where all employees feel valued and included regardless of 

their background. This involves active efforts in diversity, 

equity, and inclusion initiatives. 

6. Leadership Engagement: Leaders and managers should be 

role models of engagement, showing enthusiasm and 

commitment to the organization’s goals. Effective 

management training can equip leaders with the necessary 

skills to motivate and engage their teams. 

7. Feedback Mechanisms: Regular and constructive feedback 

can help employees feel valued and clarify expectations. 

This should be a two-way street where employees also feel 

comfortable providing feedback to management. 

8. Physical and Mental Health Support: Implementing 

programs that support not just the physical health of 

employees through wellness programs but also their mental 

health through initiatives like counselling services and 

mental health days. 
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18.4 FLEXI TIMING 

 

Flexi timing, or flexible working hours, is a work arrangement that 

allows employees to choose their start and end times within agreed 

limits. This system is designed to accommodate personal needs, 

lifestyle preferences, and work-life balance, while still meeting the 

operational requirements of the employer. Let’s explore the key 

aspects of flexi timing, its benefits, and potential challenges. 

 

Key Aspects of Flexi Timing 

Core Hours and Flexi Bands: Most flexi timing policies include 

core hours during which all employees must be present. The hours 

outside of these can often be adjusted based on personal preference. 

 

Flexi-Time Window: Employers usually set a timeframe (e.g., 7:00 

AM to 7:00 PM) during which all work hours must be completed. 

 

Banking of Hours: Some systems allow employees to “bank” extra 

hours worked and use them to take time off on other days, 

effectively creating a form of accrued time off. 

 

Benefits of Flexi Timing 

For Employees 

1.Improved Work-Life Balance: Employees can schedule their 

work hours around personal obligations, such as school runs, 

medical appointments, or exercise routines, which can help reduce 

stress and increase job satisfaction. 

2.Reduced Commuting Stress: By avoiding peak commuting 

times, employees can experience less stress and potentially shorter 

travel times, which contributes to overall well-being and 

productivity. 
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3.Greater Autonomy: Having control over one’s work schedule 

can enhance job satisfaction, increase engagement, and boost 

morale. 

1. Increased Productivity: Employees are likely to be more 

productive when they work hours that fit their natural rhythms and 

personal circumstances. 

2. Enhanced Employee Attraction and Retention: Offering 

flexible working arrangements can make an organization more 

attractive to potential hires and help retain current staff by meeting 

their evolving life needs. 

3. Reduced Absenteeism: With 
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3. Regular Reviews: Periodically reviewing the flexi timing policy 

can help address any issues that arise and ensure the system benefits 

both the employer and the employees. 

 

In conclusion, flexi timing can be a highly beneficial arrangement 

for both employees and employers when implemented thoughtfully. 

It accommodates individual work styles and personal circumstances, 

potentially leading to a happier, more productive workforce. 

However, it requires careful management to ensure that business 

needs are met and that the system is used fairly and effectively.  

18.5 PSYCHOLOGICAL CONTRACT  

 

The concept of a psychological contract refers to the unwritten set 

of expectations and obligations that exist between an employee and 

their employer. Unlike formal contracts of employment, which are 

documented and specify tangible duties and rewards, the 

psychological contract is more abstract and encompasses the 

intangible aspects of the employment relationship. Understanding 

this concept is crucial for maintaining a healthy workplace 

environment and ensuring mutual satisfaction in the employer-

employee relationship. 

 

Components of the Psychological Contract 

• Expectations: Both parties have expectations of each other 

that include not just what is formally agreed upon, but also 

what is assumed to be part of the agreement. For example, 

employees might expect job security, respect from their 

superiors, or career development opportunities, while 

employers might expect a certain level of commitment, 

initiative, or loyalty. 

• Perceptions: The psychological contract is significantly 

influenced by how each party perceives the other’s actions. 
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Perceptions can be shaped by communication, past 

experiences, and individual values. 

• Informal Promises: These are often made during 

recruitment or day-to-day management and can strongly 

influence expectations. For example, a comment made by a 

manager about a potential future promotion can become a 

part of the psychological contract. 

• Trust and Fairness: A strong psychological contract is built 

on trust and a sense of fairness, which can enhance job 

satisfaction and commitment to the organization. 

Benefits of a Healthy Psychological Contract 

• Enhanced Employee Engagement: Employees who feel 

that their employer is fulfilling their psychological contract 

are more likely to be engaged with their work. 

• Increased Job Satisfaction: Fulfilment of mutual 

expectations tends to increase job satisfaction, which can 

reduce turnover rates and foster loyalty. 

• Improved Performance: When employees feel that the 

balance of give and take in the relationship is fair, they are 

often more motivated to perform well. 

Challenges and Breaches of the Psychological Contract 

A breach occurs when one party feels that the other has failed to 

fulfil their obligations. Breaches can have several negative 

consequences: 

• Decreased Trust: If employees feel that employers have not 

lived up to their expectations, it can lead to a breakdown of 

trust. 

• Lowered Morale and Engagement: Perceived breaches 

often result in decreased morale and reduced engagement 

and productivity. 
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• Increased Turnover: Persistent unmet expectations may 

lead employees to look for new jobs where they believe their 

needs and aspirations will be better met. 

Managing the Psychological Contract 

• Clear Communication: Regular, open communication 

helps clarify expectations and reduce misunderstandings. 

It’s important for managers to be as transparent as possible 

about changes and decisions that affect employees. 

• Fulfilling Promises: Organizations should strive to fulfilled 

any promises made, and if circumstances change, these 

changes need to be communicated promptly. 

• Feedback Mechanisms: Regular feedback sessions can 

help monitor satisfaction levels and address any issues 

before they lead to breaches. 

• Adaptability: Being adaptable to changing expectations on 

both sides, especially in dynamic business environments, 

can help maintain a healthy psychological contract. 

 

18.6 MANAGING PROTEAN CAREER 

 

A protean career is a modern approach to career management that is 

driven by the individual, rather than by the organization. This type 

of career is characterized by self-direction, adaptability, and a focus 

on personal values and needs for fulfilment. The term “protean” is 

derived from the Greek god Proteus, who could change shape at will, 

symbolizing the flexibility and continuous transformation that 

defines this career model. 

Key Characteristics of Protean Careers 

• Self-Directed: Individuals take personal responsibility for 

their career choices and development, making decisions 

based on their own values, interests, and goals rather than 

organizational needs. 
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• Values-Driven: Career decisions are strongly influenced by 

personal values and what provides meaning and satisfaction 

to the individual. 

• Adaptive: Those with protean careers are highly adaptable, 

able to change paths and develop new skills in response to 

changing work environments and personal aspirations. 

Managing a Protean Career 

Managing a protean career requires a proactive approach and a set 

of strategies tailored to ensure continuous growth, learning, and 

fulfilment: 

 

1. Self-Assessment 

• Understand Personal Values and Goals: Regular self-

assessment to clarify one’s values, interests, strengths, and 

weaknesses is crucial. This understanding guides career 

decisions and transitions. 

• Career Planning: Develop short-term and long-term career 

plans based on these assessments. Be ready to adjust these 

plans as circumstances and personal goals evolve. 

2. Continuous Learning and Skill Development 

• Lifelong Learning: Commit to continuous education and 

skill acquisition to remain competitive and adaptable in the 

job market. This could include formal education, online 

courses, workshops, or self-study. 

• Diverse Skill Set: Develop a broad range of skills, including 

technical, interpersonal, and cross-cultural competencies. 

This diversity enhances adaptability and opens up new 

opportunities. 

3. Networking 

• Build and Maintain a Professional Network: Networking 

is crucial in a protean career. A robust network can provide 
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support, advice, and access to opportunities that might not 

be otherwise available. 

• Mentorship: Seek mentors who can provide guidance, 

feedback, and potentially open doors to new opportunities. 

4. Personal Branding 

• Develop a Personal Brand: Clearly articulate who you are, 

what you stand for, and what you excel at. This personal 

branding will help distinguish you in the job market. 

• Online Presence: Maintain a professional online presence 

on platforms like LinkedIn, which can be instrumental in 

showcasing your skills and attracting opportunities. 

5. Flexibility and Adaptability 

• Embrace Change: Be open to changing career paths or 

industries, and see disruptions as opportunities to grow and 

learn. 

• Risk Tolerance: Develop the resilience and willingness to 

take calculated risks, which is often necessary for significant 

career shifts or advancements. 

6. Work-Life Integration 

• Balance Multiple Aspects of Life: Strive for a work-life 

balance that respects personal life, health, and other 

commitments. Protean careers often blend personal life 

values and work in a way that complements each other. 

18.7 LAYOFFS. 

 

Layoffs are a significant and often challenging aspect of business 

management, typically involving the termination of employees due 

to economic downturns, organizational restructuring, or other 

financial pressures. Managing layoffs effectively and sensitively is 

crucial for the well-being of both departing employees and those 
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who remain, as well as for maintaining the reputation of the 

organization. 

Reasons for Layoffs 

• Economic Downturn: Economic recessions or downturns 

often force companies to reduce labour costs by laying off 

employees. 

• Business Restructuring: Changes in business strategy, such 

as mergers, acquisitions, or shifts in market focus, can lead 

to workforce reductions. 

• Technological Changes: Automation and new technologies 

can make certain jobs obsolete, leading to layoffs in affected 

sectors. 

• Cost Cutting: Companies might implement layoffs to 

reduce operational costs and improve financial health. 

 

Effects of Layoffs 

• On Employees: Layoffs can lead to financial hardship, 

emotional stress, and diminished career prospects for 

affected individuals. The uncertainty can also impact 

morale, productivity, and loyalty among remaining 

employees. 

• On the Organization: Beyond the immediate financial 

relief, layoffs can affect the organization’s public image, 

internal morale, and future hiring capability. They can also 

lead to a loss of institutional knowledge and decrease overall 

productivity. 

 

Best Practices for Managing Layoffs 

1. Transparent and Clear Communication 

• Be honest and clear about the reasons for the layoffs. 

Effective communication helps to minimize rumours and 
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misinformation that can lead to additional stress and 

uncertainty. 

2. Respect and Dignity 

• Treat departing employees with respect and dignity. How 

layoffs are handled can significantly impact the company’s 

reputation and the morale of remaining employees. 

3. Adequate Notice 

• Provide as much notice as possible to employees about 

impending layoffs, allowing them to prepare and seek other 

employment opportunities. 

4. Severance Packages and Support 

• Offer fair severance packages that might include financial 

compensation, benefits continuation, and outplacement 

services to help affected employees transition to new jobs. 

5. Support for Remaining Employees 

• Address the concerns and morale of the remaining staff. 

Open lines of communication and transparent discussions 

about the future of the company can alleviate some of the 

uncertainty and stress. 

6. Legal Compliance 

• Ensure all actions comply with labor laws and regulations, 

including the Worker Adjustment and Retraining 

Notification (WARN) Act in the U.S., which requires 

employers to provide 60 days’ notice in advance of covered 

plant closings and mass layoffs. 

Long-Term Strategies to Minimize Layoffs 

• Workforce Planning: Regular assessment and planning can 

help align the workforce with the current and future needs of 

the business, potentially avoiding sudden layoffs. 

• Flexible Work Arrangements: Implementing part-time 

work, job sharing, or temporary leaves can reduce costs 

without permanent layoffs. 
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• Employee Development: Investing in employee training 

and development can help staff adapt to new roles or changes 

within the organization, reducing the need for layoffs. 

 

18.8 LET US SUM UP  

 

Moonlighting refers to the practice of holding multiple jobs 

simultaneously, usually with the primary job being full-time and the 

secondary job(s) part-time. This phenomenon is driven by various 

factors including financial necessity, the desire to pursue passions, 

or the need to gain additional skills. While moonlighting can offer 

financial stability and personal growth, it can also lead to potential 

conflicts of interest, job performance issues, and work-life balance 

challenges. 

 

Employee engagement is the emotional commitment and 

involvement an employee has towards their organization and its 

goals. Highly engaged employees are more productive, more 

customer-focused, and less likely to leave their job. Engagement is 

influenced by work environment, management style, personal 

recognition, and opportunities for professional growth. Companies 

focus on boosting engagement to improve retention and overall 

performance. 

 

Flexi timing involves flexible work schedules that allow employees 

to choose their working hours within specified limits. This 

flexibility aims to accommodate personal needs and preferences, 

leading to improved job satisfaction, reduced absenteeism, and 

enhanced work-life balance. However, it requires careful 

management to ensure it does not affect teamwork, communication, 

and overall productivity. 
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The psychological contract comprises the unwritten, implicit 

expectations and promises between an employer and an employee. 

It includes beliefs about mutual obligations, based on things like 

loyalty for job security. Violations of this contract can lead to 

decreased job satisfaction and engagement. Maintaining a healthy 

psychological contract is crucial for employee retention and 

organizational trust. 

 

Managing a protean career involves an individual taking control 

of their professional life, emphasizing personal fulfilment and 

adaptability rather than traditional corporate career paths. This self-

directed approach encourages continuous learning, flexibility, and 

the development of a diverse skill set to navigate the changing work 

landscape. Organizations can support protean careers by offering 

varied development opportunities and recognizing individual 

achievements. 

 

A layoff is the temporary or permanent termination of employees 

due to reasons not related to personal performance, such as 

economic downturns, company restructuring, or changes in industry 

demand. Layoffs are difficult for both employees and organizations 

and need to be handled sensitively. Effective management involves 

clear communication, fair severance packages, and support for those 

laid off, as well as consideration for the morale of remaining 

employees. 

 

18.9 KEY WORDS 

 

Moonlighting Phenomenon 

• Secondary employment 

• Dual job holding 

• Side hustle 
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• Work-life balance 

• Conflict of interest 

Employee Engagement 

• Job satisfaction 

• Organizational commitment 

• Employee retention 

• Motivation 

• Performance management 

Flexi Timing 

• Flexible work hours 

• Work from home 

• Remote working 

• Time management 

• Work-life integration 

Psychological Contract 

• Expectations 

• Implicit agreement 

• Employee loyalty 

• Trust 

• Organizational behaviour 

Managing Protean Career 

• Self-directed career path 

• Career autonomy 

• Personal development 

• Career adaptability 

• Lifelong learning 

Layoff 

• Downsizing 

• Redundancy 

• Severance package 

• Workforce reduction 

• Employee separation 
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18.10 ANSWERS TO CHECK YOUR 

PROGRESS 

 

Moonlighting Phenomenon 

1. What policies should organizations implement to address 

moonlighting without infringing on employees’ personal 

time? 

2. How can companies assess the impact of moonlighting on 

employee performance and workplace dynamics? 

3. In what ways can moonlighting benefit both the employee 

and the primary employer? 

Employee Engagement 

1. What are the most effective strategies for measuring 

employee engagement within an organization? 

2. How can technology be leveraged to improve employee 

engagement? 

3. What role do managers play in fostering a culture of 

engagement at work? 

Flexi Timing 

1. How can organizations ensure productivity while 

implementing flexible working hours? 

2. What are the potential challenges of flexi timing for team 

cohesion and how can these be mitigated? 

3. Can flexi timing be effectively integrated into all industries, 

including those with traditional work models? 

Psychological Contract 

1. How can an employer effectively manage the psychological 

contract in a remote work environment? 

2. What are the consequences of breaching the psychological 

contract, and how can these breaches be repaired? 



Human Resource Management - 394 
 

3. What strategies can HR use to identify and address 

mismatches in the psychological contract among 

employees? 

Managing Protean Career 

1. How can organizations support employees in managing their 

protean careers while ensuring alignment with 

organizational goals? 

2. What tools and resources are most effective in helping 

individuals plan and navigate their protean career paths? 

3. How do protean career perspectives impact succession 

planning within organizations? 

Layoffs 

1. What are the long-term impacts of layoffs on an 

organization’s culture and employer brand? 

2. How can organizations prepare for potential layoffs in a way 

that minimizes disruption and maintains morale? 

3. What are the best practices for communicating about layoffs 

to employees, investors, and the public? 
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