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INTRODUCTION

In all organizations today, there is a separate department that takes care of the
welfare and performance of all those who are part of the organizations’ operations.

Depending on the size of the organization, there is usually an individual or a
team of people involved in organizing programmes, putting processes in place and
setting policies that directly affect all those working with or associated with the
organization.

Such a team is said to be in charge of Human Resource Management. The
Human

Resource Management team is involved in a lot of activities including setting
rules, establishing operation policies and processes, outlining disciplinary procedures,
recruiting new employees, organizing training and educational programmes for the
existing employees and deciding on the compensation.

With increasing globalization of economy, the marketplace has become
increasingly complex, highly uncertain, competitive and transformational. What
makes the ultimate difference is whether an organization is able to develop and
establish competitive differentiation or not. It is here that people provide
organizations with a sustained competitive advantage. Organizations are required
to adopt proactive development programmes towards the attainment of corporate
objectives by nurturing a development oriented culture. Human Resource
Management deals with creating conditions that enable people to get the best out
of themselves and their lives.

The book, Human Resource Management has been written in keeping
with the self-instructional mode or the SIM format wherein each Unit begins with
an Introduction to the topic, followed by an outline of the Objectives. The detailed
content is then presented in a simple and organized manner, interspersed with
Check Your Progress questions to test the student’s understanding of the topics
covered. A Summary along with a list of Key Terms and a set of Questions and
Exercises is provided at the end of each Unit for effective recapitulation.





Introduction to Human
Resource Management

NOTES

Self - Learning
Material 3

UNIT 1 INTRODUCTION TO HUMAN
RESOURCE MANAGEMENT

Structure
1.0 Introduction
1.1 Objectives
1.2 Human Resource Development Systems
1.3 Personnel Management: An Overview
1.4 HRM Trends in a Dynamic Environment
1.5 Answers to ‘Check Your Progress’
1.6 Summary
1.7 Key Terms
1.8 Self-Assessment Questions and Exercises
1.9 Further Reading

1.0 INTRODUCTION

Human resource management traditionally deals with selection, recruitment, training
and employee development. The focus of human resource management is to develop
the latent potential of the workforce so that they can contribute to the achievement
of organizational goals. Every organization, irrespective of its size, aims to achieve
certain specific goals or objectives and the achievement of organizational goals is
largely dependent on th7e nature and skill of the workforce. Since the achievement
of organizational goals is dependent on the skill of the workforce, organizations
devote a considerable amount of time and money to effective training. In this unit,
we will study in detail about the human resource development system, personnel
management and HRM trends in a dynamic environment.

1.1 OBJECTIVES

After going through this unit, you will be able to:
 Explain the human resource development systems
 Describe the concept of personnel management
 Discuss the HRM trends in a dynamic environment

1.2 HUMAN RESOURCE DEVELOPMENT
SYSTEMS

People make things happen. For this, they need a set of ‘circumstances’. However,
it is the people who create these ‘circumstances’. According to T.V. Rao, ‘HRD is
the process of enabling people to make things happen. It deals both with the
process of competency development in people and the creation of conditions to
help people apply these competencies for their own benefit and for that of others.’
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HRD is a continuous process. While the ultimate objective of HRD is to
develop competencies in individuals and groups, developing competencies is a
never-ending process. As one level of competencies is developed in an individual
or a group, another set of needs may arise requiring the development of another
set of competencies.

Definition
HRD has originated from the belief that human beings have potential. It places a
premium on the dignity and tremendous latent energy of the people. According to
T.V. Rao, ‘HRD in the organizational context is a process by which the employees
of an organization are helped in a continuous and planned way to:
 Acquire or sharpen capabilities required to perform various functions

associated with their present or expected future roles.
 Develop their general capabilities as individuals and discover and exploit their

inner potential for their own and/or organizational development purposes
 Develop an organizational culture in which supervisor-subordinate

relationships, team work and collaboration among sub-units are strong and
contribute to the professional well-being, motivation and pride of employees.’
Looking at this definition of Prof Rao, you can say that HRD aims at helping

people acquire competencies required to perform their functions effectively, thereby
allowing their organizations do well.

The HRD process is facilitated by mechanisms (instruments or sub-systems) like:
 Performance appraisal
 Training
 Organizational development (OD)
 Feedback and counselling
 Career development
 Job rotation
 Rewards

Employees are continuously helped to acquire new competencies through a
process of performance planning, feedback, training, periodic review of
performance, assessment of the developmental needs and creation of development
opportunities through training, job rotation, responsibility definition and other such
mechanisms.

HRD: A professional innovation
HRD is not a mere theoretical concept. It is a professional innovation necessitated
by the exigencies of the situation, fuelled by human idealism, supported by growing
knowledge about human systems and chiselled by pioneering practitioners. Since
1980, ‘high performance work systems’ has become increasingly popular. In this
changing context, total human resource management (HRM) — the holistic
approach and not partial personnel management would be relevant.

Describing people as a ‘resource’ is relatively a recent practice in India.
Describing people as a resource underlines the fact that people are as important
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as other resources. Managers and workers together represent the human resources
of an organization.

The personnel department in any organization should have a role in policy,
planning and research, in addition to the role of providing personnel services, such
as recruiting, information and guidance to line managers on matters such as industrial
relations. This contrasts with Drucke’s criticism of the personnel functions that the
work of the personnel department consisted of partly clerical job and partly
firefighting job to settle union troubles.

Last but not least, the personnel function has a key role in facilitating change.
This is because most organizations today must change in order to survive. Change
has mainly to do with people. Many of the industrial problems, which you face
today have to deal with changes—changes in values, changes in methods of working,
changes in technologies, changes in perceived career patterns and changes in
expectations in the country.

There are two conceptual limitations of HRD. First, rather than a general
theory of employee management, HRD is more appropriately viewed as an umbrella
term for a series of practices that have come to prominence during the past decade.
Second, as simply a set of practices, HRD does not represent a conceptual ‘tool
kit’ for the analysis of the more fundamental issues of management–worker relations
and issues of power, control, conflict, consent and dependence. HRD is the latest
management response to these issues, and not an explanation of them.

Similarities and Differences between Personnel Management and HRD
The following are the similarities between PM and HRD
 Both models emphasize the importance of integrating personnel/HRM

practices with organizational goals.
 Both models vest personnel/HRD firmly in line management.
 Both models emphasize the importance of individuals, developing their

abilities for their own personal satisfaction to make their best contribution
to organizational success.
 Both models aim at placing the right people into the right jobs as an important

means of integrating personnel/HRD practice with organizational goals.
The following are the differences between PM and HRD:
 Many statements about personnel management seem to see it as a

management activity which is largely aimed at non-managers. PM appears
to be something performed on subordinates by managers rather than
something that the latter experience themselves. It appears to be nothing more
than a set of rules and procedures that may even constrain their freedom in
managing their subordinates as they think fit. On the other hand, HRD dose
not merely emphasize the importance of employee development, but it
focuses particularly on development of the management team.
 While both personnel management and HRD highlight the role of line

management, their focus is different. In the personnel management model,
line’s role is very much an expression of the view that all managers manage
people, so all managers in a sense carry out personnel management. It also
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recognizes the fact that most specialist personnel work still has to be
implemented within line management’s departments where the workforce is
physically located. In the HRD models, HRD is vested in line management
as business managers are responsible for coordinating and directing all
resources in the business unit in pursuit of bottom-line results. Not only does
the bottom-line appear to be specified more precisely in HRD models than
in the personnel management models HRD models put much emphasis on
quality of product or service, but a clear relationship is drawn between the
achievement of these results and the line’s appropriate and proactive use of
the human resources in the business unit. Personnel policies are not passively
integrated with business strategy but are an integral part of strategy in the
sense that they underlie and facilitate the pursuit of a desired strategy.
 Most HRM models emphasize the management of the organization’s culture

as the main activity for senior management. Although the organizational
development (OD) models of the 1970s proclaimed similar messages, these
were not fully integrated with the normative personnel management models
of this period. OD was always seen as a bit different from mainstream
personnel management and, in fact, was generally kept separate in a formal
institutional sense with separate OD consultants, not always with a
background in or located within the personnel department. Above all, it was
often presented as a fringe activity, an initiative that was nice to have but to
be dispensed with at the first hint of financial cutbacks.

Table1.1 Difference between Human Resource Management and HRD
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Need of HRD
People need competencies (knowledge, attitudes, values and skills) to perform
tasks. A higher degree and quality of performance of tasks requires a higher level
or degree of skills. Without continuous development of competencies in people,
an organization is not likely to achieve its goals. Competent and motivated
employees are essential for organizational survival, growth and excellence.

Over a period of time, an organization may achieve a saturation point in terms
of its growth. Even to maintain such a saturation level of growth, and for organizations
to operate in environments that keep changing, employee competencies need to
be sharpened or developed.

Any organization that is interested in improving its services and its effectiveness
in other ways (for example, cost reduction, reduction in delays, increased customer
satisfaction, improved quality and promptness of services and market image), needs
to develop its employees’ competencies to perform the tasks required to bring about
such improvements.
Thus, HRD is required in each organization that is interested in:
 Stabilizing itself
 Achieving growth
 Diversifying
 Renewing itself to become more effective
 Improving its systems and services
 Changing and becoming more dynamic
 Playing leadership roles

Design of HRD Systems
Designing HRD interventions involves a process which includes a four-step
sequence:
 Need assessment phase
 Design phase
 Implementation phase
 Evaluation phase

The four-phase process approach is explained in Figure 1.1.

I. Need assessment phase
HRD interventions are used to address some need or ‘gap’ within the organization.
A need can either be a current deficiency or a new challenge that demands a change
in the way the organization operates. Identifying needs involves examining the
organization, its environment, job tasks and employee performance.

Once the assessment phase has been completed, it is important to translate
the issues identified in that phase into clear objectives for HRD programmes.



Introduction to Human
Resource Management

NOTES

Self - Learning
8 Material

II. Design phase
In this phase of the HRD intervention, some type of training and development is
carried out. Other activities to be carried out are:
 The objectives of the programme should be outlined.
 The appropriate trainers should be acquired along with the appropriate

material to be used for the trainees.
 Determine how the trainer will deliver the programme.
 Select the most appropriate method to conduct the programme.
 Schedule the programme.

The design phase also involves selecting and developing the content of the
programme. The design phase includes:
 Choosing the setting—classroom, on the job, online, and so on.
 The technique to be used—lecture, role play, stimulation and so on.
 Materials to be used for delivery of the programme— Power point, videos,

films workbooks job aids and so on.
Assessment Design Implementation Evaluation

Fig. 1.1 The Four-Phase HRD Process Model

Source: Desimone, Randy L. Jon M. Werner and David M. Harris. 2003. Human Resource
Development. Singapore: Thomson Asia Pvt Ltd.
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III. Implementation phase
The goal of the assessment and design phases is to implement effective HRD
programmes and interventions. The need assessment may also reveal that training
is not the ideal solution for the issues or problems facing the organization. It may
also be the case that a different type of HRD intervention is called for besides training.
This means that the intervention must be delivered or implemented using the most
appropriate means (methods). Delivering any HRD programme generally presents
numerous challenges, such as executing the programme as planned; creating an
environment that enhances learning and resolving problems that may arise.

IV. Evaluation phase
Programme evaluation is the final phase in the training and HRD process. Careful
evaluation provides information on participants’ reactions to the programme, how
much they learned, whether they use what they learned on the job, and whether
the programme improved the organization’s effectiveness. This information allows
managers to make better decisions about various aspects of the HRD effort.

Development of HRD Strategies
Organizations need to have an objective, mission and strategy to ensure its survival,
development and growth. This requires a strategic alignment of people, organization
and environment. The term ‘strategy’ refers to the art of manoeuvring resources to
attain a decisive advantage in the exploitation of opportunities provided by the
environment and keeping out threats from the external environment.

A case for strategic HRD
For the HRD function, the increasingly competitive business environment and the
consequent streamlining of organizations have created both challenges and
paradoxes. Strategies are policies for action towards the achievement of major
goals; recipes for succeeding, which are planned and emergent. To implement a
strategy means taking up a series of tactical decisions and activities. Human
resources need to be groomed well to ensure proper implementation of strategy
because human resources are seen to be the means. HRD strategies are plans that
define how human resources should be utilized through the use of an integrated
array of training, organization development and career development efforts to
achieve individual, group and organizational objectives.

HRD has traditionally been a function of the personnel department which is
concerned with the carrying out and identification of training and development needs.
There was no systematic approach to training and development. HRD strategies
are policies for action towards achieving major and ongoing performance
improvement, and are a part of creating and sharing new knowledge. The classic
training cycle is given in Figure 1.2.
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Fig. 1.2 Classic Training Cycle

Source: Balderson, Sue. 1999. ‘Strategy and Human Resource Development’ in John P. Wilson
(ed.). Human Resource Development: Learning and Training for Individuals and
Organizations. London: Kogan Page.

The classical training cycle does not look at organizational objectives. This
approach is towards developing and identifying training needs and, therefore, no
reference is made to business objectives within the training cycle. However, when
we look at HRD, we talk about a ‘systematic approach’ to employee development
which has, as its starting point, the business objectives and strategies; only then
are needs identified and training is conducted. HRD is, therefore, about providing
the skills base needed in the organization. It is about enhancing and widening these
skills by training, by helping people grow within the organization and enabling
employees to make better use of their skills and abilities (See Figure 1.3).

Fig. 1.3 Business Objectives Incorporated in the Training Cycle

Source: Winter, R.. 1994. ‘An Integrated Approach to Training and Development’ in S.
Truelove (ed.). The Handbook of Training and Development. Oxford: Blackwell.

The strategic approach to HRD which represents the vision, mission and cause
of the organization and starts with business strategy from which the HRD strategy
flows. Therefore, HRD focuses on the training and development for all employees
which responds to individual and organizational requirements by improving
performance and understanding. HRD strategies deal with many aspects of HRD,
such as training, learning, motivation, empowerment and counselling, in order to
successfully meet the various risks and challenges faced by organizations in the
context of HRD. It is essential that the HRD strategy flows from a corporate strategy.
Only then can the organization proceed to measure whether it has the right people
in place with the right competencies, knowledge, experience or capabilities
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necessary for both current and future responsibilities. Only then can real
development and organizational progress be made. HRD strategy, in simplest terms,
refers to the ways and means for effective resource utilization.

Distinction between strategic approach to training and development and
strategic human resource development (SHRD)
Walton makes a distinction between the strategic approach to training and
development and SHRD. He differentiates organizations into three broad categories:
 Those that undertake piecemeal training which is typically course-based and

not explicitly linked to the overall vision and goals of the organization.
 Organizations with a training and development strategy, where the training

and development provision is derived from the business plans and objectives
of the organization, and where training and development is very much an
outcome of strategy.
 Those that have strategic human resource development (SHRD) which is

more holistic. The belief is that the processes of organizational change occur
through planned learning to ensure that the individual and the organization
are equipped with the skills and knowledge needed to deal with the present
and to create the future.
The notion of SHRD is reflected in the concepts of human and intellectual

capital and the learning organization, where learning is a deliberate business process.
The shift from piecemeal training to SHRD has been driven by growth towards
high-tech industries, reliant on highly-skilled knowledge workers who are seen to
be the path towards competitive advantage, putting HRD at the top of the strategic
agenda of the organization.

Historical perspective of strategy and HRD
It is interesting to look at strategy in an historical context and align it to HRD. Table
1.2 shows how strategy orientations have developed with respect to HRD.

Table1.2 A Historical Perspective on Strategy and HRD

Year Environ- Approaches to Focus/Orientation Approaches to Training,
ment Strategy Development

and HRD
1960s Static Planned Production/ Product No any fixed approach
1970’s Static Incremental Market Development Classic training cycle

(as shown in Fig 1.1 above)
1980s Static Emergent Quality management; No significant deviation

TQM, Customer service from the classic training
cycle

1990’s Dynamic Opportunism/free- Globalisation, HRD strategy based on
wheeling/chaos Liberalization business plan
theory

2000’s Virtual Focus on Human Global e-business Strategic HRD, Learning
Resource organization, Development

of human capital of the
organization

Source: Balderson, Sue. 1999. ‘Strategy and Human Resource Development’ in John P. Wilson
(ed.). Human Resource Development: Learning and Training for Individuals and
Organizations. London: Kogan Page.
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Table 1.2 suggests that considerable advancement has occurred in thinking
about organizational strategy. Models of training and development have moved
from the traditional classic training cycle to one focusing on ‘business objectives’
to, finally, the strategic approach to HRD in the current environment. The HRD-
type model requires the starting point to be in clearly articulating business plans,
from which HRD priorities will naturally flow.

HRD: A strategic perspective
Tony Grundy says, ‘In the absence of HR strategy clearly linked with business
strategy, HRM programmes may easily lack direction, clarity, coherence and critical
marks to add real value.’ Now it is widely acknowledged that the integration of
HR strategy with business strategy is vital for organizational success.

The HRD strategy helps the organization attain its objectives, and can,
thereby, become a key resource for competitive advantage. The HRD strategy
focuses on:

(i) HRD as a competitive advantage
(ii) Linking HR strategy with business strategy
(iii) HRD as a key player in organizational performance

Model of HRD
HRD literature consists of three models. These are:

1. Matching Model of HRD/HRM–This model was developed by the
Michigan and New York Schools. It is also known as the hard variant of
HRM. This model of HRM advocates that human resources be obtained
cheaply, used sparingly and developed and exploited as fully as possible.

2. Soft Model of HRD/HRM – This model of HRM comprises policies that
promote mutuality in goals, influence, respect, rewards and responsibility.
The strategy followed in this model is that mutuality will elicit commitment
on the part of the employees, which in turn will yield better performance
and greater human resource development. This model is also called the
Harvard Model, which is a soft variant of HRM developed by Beer et al.
(1984).This model is concerned with the employer–employee relationship.

3. 5-P Model of HRD–This model of HRD is concerned with the five ps of
strategic HRM, that is, philosophy, policies, programmes, practices and
processes. This strategic HRM model reveals a new trend in which HRM is
becoming an integral part of business strategy. The model stresses on the
human aspect of HRM and is more concerned with employer–employee
relationship.

Check Your Progress

1. What is the ultimate objective of human resource development?
2. What is the goal of the assessment and design phase?
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1.3 PERSONNEL MANAGEMENT: AN
OVERVIEW

Since the 1980s the nature of personnel management is undergoing change and
personnel function is shifting the locus of its focus. Amongst personnel specialists,
the term, ‘Personnel Management’ is being substituted by that of ‘Human Resources
Management’. It is felt that Personnel Management is being directed mainly at
company employees and is not being completely identified with managerial needs.

Personnel men have all along been mediating in between the management
and the employees communicating the needs of each to the other. To maintain
credibility with employees, mediating personnel men have to look after their welfare.
At the same time to justify their existence with management, they must show to
their managers, a concern for the efficiency of labour utilization as well as ensure
that staff interests are always subservient to those of organizational effectiveness.

Human Resources Management, by contrast, is directed mainly towards
managerial needs for people resources in organizations, with greater emphasis being
placed on planning, monitoring and control rather than on problem solving and
mediation. Whereas traditional Personnel Management is committed to the idea
that employees’ needs should be looked after, since employees are effective only
when their needs are satisfied, Human Resources Management reflects a different
set of beliefs. These are that deploying of human resources in correct numbers with
the right skills at the right price is more important than a patronizing involvement
with people’s personal affairs.

HRM (Human Resources Management) is significantly different from
Personnel Management. HRM is proactive rather than reactive, is system-wide
rather than piecemeal, treats labour as social capital rather than as a variable cost,
is goal-oriented rather than relationship-oriented and is ultimately based on
commitment rather than compliance.

Torrington has argued that Personnel Management has grown through
assimilating a number of additional emphases to produce an ever-richer combination
of expertise. HRM is no revolution but a further dimension to a multi-faced role.
While Personnel Management is supply-driven, HRM is demand-driven.

Personnel Management is directed mainly at the employees of the
organization—finding and training them, arranging their pay and contracts of
employment, explaining what is expected of them, justifying what the management
is doing and trying to modify any management action that could produce an
unwelcome response from the employees. In contrast, the human resource manager
starts not from the organization’s employees, but from the organization’s need for
human resources; with demand rather than the supply.

At first sight, a revolution seems to be taking place in Personnel Management
all over the world. Not only are there major changes in practice which go far beyond
the choice of this or that technique, there is also said to be a paradigm shift occurring
in the thinking on Personnel Management which shows a new theoretical
sophistication. The new paradigm seems capable of both describing and explaining
the changes in practice and of providing the rationale for elevating Personnel
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Management or to use the more modern term, HRM to strategic importance in
the running of organizations. Basically, it sees management, faced with ever increasing
competition in the context of the globalization of the economy, forced to rethink
the sources of competitive advantage and to make strategic choices about future
directions. No economy can compete with Japan; they would have to lower wages
and living standards of the workers to socially and politically unacceptable levels
which would not be possible. Instead, they should place emphasis on the quality
of goods and services. Quality goods and services require a quality workforce.
From this it follows that people and the way they are managed, are the major
sources of competitive advantage.

The challenge of HR managers today is to recognize talent and nurture the
same carefully and achieve significant productivity gains over a period of time. The
enterprise is nothing but people. Some will be intelligent, others not so intelligent;
some are committed to jobs, others are not; some will be outgoing, others reserved
and so on. ‘The point is that these differences demand attention so that each person
can maximize his effectiveness so that the society as a whole can make the wisest
use of its human resources.’

The role of an HR manager is shifting from one of a protector and screener
to that of a planner and change agent. In the present-day competitive world, highly
trained and committed employees are often a firm’s best bet. HR professionals
can help an organization select and train employees for emerging roles. Only people
who are involved and intelligent can make a difference. Charles Creer has pointed
out that ‘in a growing number of organizations human resources are now viewed
as a source of competitive advantage … Increasingly it is being recognized that
competitive advantage can be obtained with a high-quality workforce that enables
organizations to compete on the lines of market responsiveness, product and service
quality, differentiated products and technological innovations.’

In the future, the principal issues will be how the HRM function can transform
its outlook from a traditional to a modern one: from being functionally-oriented
internally focused, reactive, activity-driven, centralized and control-oriented to being
business-oriented, customer-focused, proactive, effectiveness-driven, decentralized
and empowerment-oriented.

 Moreover, organizations will need to be concerned with extending their
recruiting efforts, developing careful screening procedures, training employees to
adapt to change, providing appropriate and sufficient educational programmes and
accounting for their investment in recruiting, selecting and training employees. The
new generation of employees will weigh salary and benefits packages against their
personal needs and values. Therefore, compensation and benefits packages will
offer greater flexibility in order to meet individual needs.

Check Your Progress

3. How is HRM significantly different from personnel management?
4. What is the challenge of HR managers today?
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1.4 HRM TRENDS IN A DYNAMIC
ENVIRONMENT

At the beginning of the 21st century, humanity finds itself at the threshold of a great
adventure, which is not related to the conquest of space and time. It is the discovery
of the “human resource development process” and the realisation that this single
variable of human resource development (HRD) can account for all other
developmental processes. While HRD has been known throughout the ages, its
rediscovery as an essential element in development is given sanction by the
deteriorating social conditions. The march of science and technology makes it even
more essential to take the best advantage of human resource management and
attempt to reverse the detrimental trend we see now. Due to the capabilities of
“mind” — the single inexhaustible resource of mankind, we hope that solutions
will be found for social and physical problems.

The world in which human resource managers exist and with which they
interact is continually changing, generating new issues and conundrums to consider.
While in most cases managers have a fair degree of choice about how to deal with
new ideas and new sets of circumstances, the choices themselves are often difficult.
The most significant general issue facing HR managers in the current environment
concerns the appropriate response to intensified competition in product markets.
For many, the gut reaction is to respond by simply maintaining a continual downward
pressure on costs. This may mean fewer people, in which case the HR function is
faced with the need to cut jobs and develop new means of intensifying work. It
may also mean keeping pay levels down at or below market rates.

Cost cutting is not, however, the only approach available. The alternative
involves seeking to compete on grounds other than cost, accepting that prices
charged to customers will be higher than those of some competitors, but providing
greater overall value.

Whatever approach is taken, there is a clear need to develop a greater
capacity for flexibility and agility, than has previously been the case. Whether the
“low cost” or “high value-added” strategy is adopted, there has to be a fundamental
change in the expectations of employees about the role they play and what the
organisation is able to give to them in return.

These new trends that have taken place in the field of HRM are changing
the outlook and approaches towards management of human resources. These recent
trends are explained below:

The “Psychological Contract”
More recently, human resource professionals may have encountered the word
“psychological contract” being used within the domain of organisational behaviour
in order to understand how to improve productivity and performance on the job.

A widespread development that is been seen now is what is known as “the
psychological contract” between employers and the people they employ. In
“psychological contract”, the basic rules that govern the employment relations are
the broad expectations about what each side will gain from the other. This shift has
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ended any expectation of long term or life-time employment. The employee brings
to work his effort and creativity and expects a salary that is appropriate to his
contribution and market work. The relationship between employer and employee
may be a short term one and will continue as long as he receives the developmental
opportunities he needs to build his career.

Psychological contract has been defined by Schein as, “the depiction of the
exchange relationship between the individual employee and the organisation”.

Rousseau defined psychological contract as “the employees” perception of
the reciprocal obligations existing with their employer, as such the employee has
beliefs regarding the organisation’s obligations to them as well as their own
obligations to the organisation”.

Concept of Psychological Contracts
Rousseau and Parks believe that psychological contract is made up of three
concepts:

1. An employee perceives the promise of an obligation by his or her
organisation.

2. The psychological contract has to do with acceptance, which says that when
the psychological contract is developed, both parties are responsible for
holding up their own part of the contract.

3. The organisation’s fulfilment of that promise.
When a person is hired for a particular job or position, whether there is a formal
legally binding contract or not, the individual unknowingly tends to create a
perceived contract with the organisation that he will be working for which is the
person’s beliefs about what he or she “owes” the company and what the company
owes in return. While this contract is typically not something that is discussed
between the new employee and the organisation (for example the employee
completes the job with minimal errors and if he/she does so, the company will
recognise and acknowledge the job as well done) unconsciously, each party ends
up with its own ideas of what is included and / or addressed in it.

Like legal contracts, psychological contracts are important because there is
an underlying sense of satisfaction and responsibility on the part of the employees
and they seek to give back to the organisation what they receive from it
psychologically. It is analogous to the tenet “give and take respect”. McFarlane
asserts that if non-fulfilment of the promise occurs, this will cause the employee to
perceive a breach in the contract to which he or she may react negatively, in a way
that may or may not be obvious to all. For example, the interaction of psychological
contract with the supervisor may be carried out so that it dictates an employee’s
behaviour and attitudes towards the position. It somewhat assures the employee
that if he or she does the job hired for, job security and future reward will come.
This means that, in addition to not requiring constant supervision to ensure that the
job is completed, the employee will be aware of the fact that he or she has a direct
effect on the future.
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Function of Psychological Contracts
1. Psychological contracts helps set the framework for understanding employee-

organisation linkages.
2. They are responsible in reducing uncertainty by increasing predictability.
3. Psychological contracts can occur due to the lack of formalised contracts.
4. Employees develop psychological contracts because the formal contract may

not capture all aspects of a position.
5. A psychological contract helps to reduce the level of uncertainty between

both parties, by having an agreed set of conditions, and thereby promoting
a sense of security for the employee who believes they have understood the
agreement with their employer.

6. Psychological contracts help reduce supervisory surveillance as employees
self-regulate and monitor their own behaviour.

7. Psychological contract gives employees the feeling that they control their fate
based on their actions because they psychologically choose to adhere or
not to adhere to the contractual obligation.

Types of Psychological Contracts
There are two types of psychological contracts. They are:

1. Transactional Contract: A transactional contract is associated with an
economic exchange among parties and involves specific obligations. It is
basically seen as a short term situation, where each party is seen as
independent and objective. In a transactional contract, the employee will
not personally invest too much into the project. The employee’s attitude will
be “I am just here to get the job done because I am paid to do it”.

2. Relational Contract: A relational contract usually involves interpersonal
commitments or attachment to the specific partner. It involves trust and is
usually a long term relationship. Here the relationship is not just transactional
it is something more than that. It is not just a monetary relationship but a
socio-emotional relationship wherein the employees identifies and internalises
the values of the organisation.

Breach in Psychological Contracts
Just as a legal contract can be breached by the parties concerned when they do
not keep up to the terms of the contract so also, there can be a breach of a
psychological contract. A breach is said to have occurred when there is a mismatch
between what an employee is promised and what the organisation actually delivers.
A violation may occur due to ambiguity (vagueness), negative behaviour or negative
organisational outcomes.

Largely, reneging (breaking a promise) and incongruence are likely to be
responsible for violations.

1. Reneging is when the organisation or their agents knowingly break their
promise to the employee.
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2. Incongruence is when the employer or the manager and the employee
have a difficulty in understanding the promise.

Both of these are likely to result in the employee making comparisons
between what was promised and what is delivered, and it is this evaluation or the
interpretation process that moderates the relationship of how the breach occurred.

For breach to have occurred, the employee regards both that they
1. Employees have failed to make contributions for the promise and
2. That which was promised has not been reciprocated as per the terms

and conditions of the psychological contract.

Pressure to Justify HR Functions
Another significant effect of increased competition on the operation of the HR
function has been greater pressure on it to justify its own existence. The presence
of an HR department in an organisation can no longer be accepted as a given
necessity. They survive and gain influence only where they can show that they add
value by making a real contribution to the achievement of business objectives. There
has been an upsurge in interest recently in ways of measuring the HR contribution.
A range of approaches including benchmarking outcomes such as absence rates,
employee turnover rates etc are used. Attitude surveys among staff and line
managers are also carried out more frequently to establish what their perception
of the function is and how it can be improved.

Managing International Operations
One of the chief causes of intensified competition in recent decades has been the
growth of the global economy. Most organisations now have to compete, at least
to some extent, with rivals based in other countries. As a result, a growing proportion
of HR specialists work in organisations which are owned and controlled from
overseas or are home based with substantial international operations.

The key decision to take here is how far it is necessary or desirable to have
in place HR practices which are cross-national and which operate in the same way
in all divisions across the world. Global standardisation also facilitates the movement
of individuals from one country to another, as well as permitting the sharing of “best
practice” on an international basis. However, a number of problems arise when
such a path is taken.

1. It is not always possible to operate in the same way across the world
because of important institutional variations between countries.

2. There are diverse systems of employment law in place, requiring
organisations to operate differently in different locations/countries.

3. Cultural differences need to be taken into account. The way that different
people approach work and work place relations can vary substantially
from country to country.

A balance therefore has to be struck between global and local HR practices.
It is usually possible to put in place an international HR strategy and with certain
limitations, to develop a global HR philosophy. By contrast, their application at the
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local level has to vary considerably depending on what is appropriate in the country
concerned.

Total Quality Management (TQM)
TQM pioneered by Edward Deming, is a broad-based, systematic approach for
achieving high levels of quality. Many leading companies such as Motorola, Cadillac
and Xerox, whose strategies require them to survive against the pressures of world-
class competition, have implemented TQM.

 Total Quality Management began to gain increasing acceptance in the United
States in the mid 1980s. TQM first became popular in manufacturing organisations,
but it has also been widely adopted in service settings. TQM ideas have been clearly
enunciated by experts such as Philip Crosby, Joseph Juran, W Edwards Deming,
Armand J Feigenbaum and Genichi Taguchi. These ideas were adopted and
mastered by the Japanese and only later spread to American companies.

Box 1.1 TQM Principles

Quality is the most important focus of attention in TQM. Employees are
encouraged, both individually and in quality circle teams, to make frequent
suggestions on how the work process or quality can be improved. Great leaps
forward are viewed as resulting from many small steps toward continuous
improvement. The term “Kaizen” (Japanese for “continuous small improvements”)
is widely used throughout the world.

Work-Improvement Teams (Quality Circles) (QCs)
Quality Circles became extremely popular in the 1980s, particularly in the
aerospace, automobile, steel and consumer goods industries. Although, the term
“quality circles” has declined in popularity, the incidence of such groups has grown.
Quality circles are almost always featured in TQM programmes. A quality circle
consists of a small number of volunteers, typically eight to ten employees from the
same department who meet for a few hours each week to examine productivity
and quality problems. QC members identify a problem, study it and present their
recommendations for change and improvement to a committee of higher
management.
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Thus, TQM is a set of principles and practices whose core ideas include
understanding customer needs, getting things right the first time, and striving for
continuous improvement.

Box 1.2 Common Principles underlying Most Approaches to TQM

Table 1.3 Comparison between Traditional Thinking and TQM

Source: Copers and Lybound – Quality Improvement, 1989.

TQM is a set of principles and practices whose core ideas include understanding
customer needs, doing right the first time, and striving for continuous improvement.
Given below is the comparison of traditional HRM approach and Total Quality
HRM approach.
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Table 1.4 Comparison between the Traditional HRM Approach
and Total Quality HRM Approach.

Source: Werther, William B. “Productivity Through People” West Publishing, St. Paul Minn. (1980)
page 336.

Unfortunately, TQM programmes have not been the final answer to customer
satisfaction and productivity improvement. In many cases managers view quality
as a quick fix and are disillusioned when results prove difficult to achieve. When
TQM initiatives do work, it is often because managers have made major changes
to their philosophies and HR programme. In fact, organisations known for the quality
of their products and services strongly believe that employees are key to those
results.

HR and Kaizen
Kaizen is a Japanese term which means continuous improvement or improvement
over improvement. It is based on the assumption that there is always scope for
improvement and therefore it is a never-ending process. Kaizen has its emphasis
on process-oriented way of thinking and management system that supports and
acknowledges people’s process-oriented efforts for improvement. Kaizen involves
a wide range of areas –
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1. Customer orientation
2. Total quality control
3. Quality improvement
4. Zero defect
5. Productivity improvement

The message of Kaizen is that not a single day should go without some kind of
improvement being made somewhere in the company. Kaizen means small
improvements on an ongoing basis. For adopting Kaizen in an organisation, the
role of top management and HR department is crucial. The role of HR department
is to prepare personnel at various levels to participate in Kaizen by providing them
relevant training.

Types of Kaizen
1. Management-oriented Kaizen: This type of Kaizen concentrates on the

most strategic and logistic issues and provides the momentum to keep up
progress and morale.

2. Group-oriented Kaizen: This type of Kaizen is represented by group effort
like in quality circle.

3. Individual-oriented Kaizen. This type of Kaizen is represented by individual
efforts like suggestions for improvement etc. It is a morale booster for the
concerned individual employee.

Steps in Kaizen Programme
Step 1. SERI (Straighten Up): This is the first step in the Kaizen programme. Here
the necessary areas for improvement are identified. A distinction is made between
the necessary and unnecessary areas and the unnecessary areas are discarded or
removed and the necessary areas are retained.
Step 2. SEITON (Put things in order): Things must be kept in order so that they
are ready for use when needed.
Step 3. SEISO (Clean Up): This means that the work place should be kept clean
especially during the opening and closing time.
Step 4. SEIKETSU (Personal cleanliness): This is based on the adage “healthy
mind in a healthy body”. Therefore special attention is paid to personal cleanliness.
Step 5. SHITSUKE (Discipline): Success depends on discipline. This is true for
both personal success as well as organisational success. Therefore discipline
becomes essential for success.

HR and Six-Sigma
TQM programmes are organisation wide programmes aimed at maximising quality
and customer satisfaction, satisfaction through continuous improvement, zero
defects, or six sigma (a reference to the statistical unlikelihood of having a defect).

Achieving six-sigma quality can be an intense experience. The six-sigma
standard aims for only 3.4 defects per million processes, whereas 66,000 defects
per million is where most firms operate now.
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HR methods play a central role in six-sigma programmes. For one thing,
training is crucial. A common practice is to start with top managers and train them
to be experts. Then the firm trains its other employees. In addition, “performance
needs to be measured and reviewed against goals, achievement recognised and
celebrated and rewards and compensation linked to employee participation and
progress”. These are all HR processes.

Technological Innovation
Developments in the field of information technology, telecommunications,
biotechnology and laser-based applications etc., provide opportunities for
organisations as well as posing problems. From an HR perspective, it is possible
to identify three distinct types of challenges that arise from technological innovation:

1. Direct Effects
The direct effect includes the way in which the HR function goes about its business.

1. The use of e-mail and internet as tools for communication.
2. The use of internet as a major source for recruitment;
3. The development of web-based approaches to training and learning.
4. The application of computer technologies for tasks such as Human Resource

Planning (HRP) and pay-roll administration.

2. Effect on Organisation Change
Technology brings change more generally to an organisation in terms of its structure,
job duties, work allocation and culture. Technological change thus drives
organisation change, requiring action of different kinds from the HR function. In
some situations technology can drive radical change in a short space of time,
changing forever long-established ways of carrying out an organisation’s core
functions.

3. Managing Highly Skilled Employees
Another way in which technological developments affect HRM activity relates to
the need to find new ways of managing staff who are employed in research and
development(R&D) functions. It has been convincingly argued that the nature of
this work is fundamentally different in key respects from that performed by others
in an organisation and hence, established management practices are often
inappropriate.

Re-engineering
More recently, organisations have moved beyond TQM programmes to a more
comprehensive approach to redesigning business processes called re-engineering.
Re-engineering is the fundamental rethinking and radical redesign of business
processes to achieve dramatic improvements in cost, quality and speed. A process
is a collection of activities that take one or more kinds of input and creates an output
that is of value to a customer.

HR issues are central to the re-engineering of business processes. Re-
engineering requires that managers create an environment and an organisational
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culture that embraces, rather than resists change. The effectiveness of such efforts
depends on effective leadership and communication, both of which are people-
related business processes. In fact, changes in job analysis, selection, training,
performance management, career planning, compensation and labour relations are
all necessary in order to complement and support re-engineering efforts.

HR and Business Process Re-engineering
In the recent past, companies have sought to increase organisational productivity
through radical changes by means of Business Process Re-engineering (BRP). BRP
is about taking a hard look at why the organisation does the things the way it does.
It involves fundamental rethinking. BRP requires that the firm gets out of its
institutionalised or rigid thinking and do rethinking. It includes all those actions that
lead to results in terms of customer satisfaction. It brings in the people and tasks to
achieve the ultimate organisational objective.

Michael Hanner and James Champy define business process re-engineering
as “the fundamental rethinking and radical redesign of business processes to achieve
dramatic improvements in critical, contemporary measures of performance such
as cost, quality, service and speed”. One of business process re-engineering’s basic
assumptions is that the traditional way of organising departments and processes
around specialised tasks is inherently wasteful and unresponsive to the firm’s
customers. In re-engineering a firm’s process, the basic questions are “why do we
do what we do?” and “why do we do it the way we do?”

Re-engineering process substitutes several generalists for all the separate task
specialists, and letting one generalist do all the tasks for a request, rather than having
the process carried out like a relay race.

1. Several jobs are combined into one, so an assembly-line process is
replaced by generalists (or teams) who carry out all the tasks themselves.

2. Workers make more decisions.
3. Re-engineering reduces checks and controls, instead, there’s an emphasis

on selecting and training competent generalists.
4. Re-engineered processes tend to take a “case manager” approach to

dealing with customers: each customer ends up with a single point of
contact when checking on the status of a request.

HR’s Role in Re-engineering Processes
HR plays a crucial role in implementing re-engineering efforts. Here are some aspects
of that role.

1. Building Commitment: The key to re-engineering is winning people’s
commitment to the organisational changes and to what those changes mean.
HR can play a big role here by hiring competent employees, by providing
the right incentives and by installing effective two-way communication
practices.

2. Building Teams: Business process re-engineering generally means
switching from functional departments to process-oriented teams. HR plays
a role in making such teams more effective, for example by hiring carefully
selected “team players” and providing the required training.
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3. Redesigning Compensation: Re-engineering also has significant
compensation implications. The job’s know-how and problem-solving
requirements will raise significantly thereby necessating higher pay to
employees.

4. Redesigning the Work Itself: With re-engineering, jobs generally change
from specialised tasks to multitask, enriched, generalist work. Each worker
becomes responsible for a broader, more enriched job. The employee must
share joint responsibility with team members for performing the whole
process, not just a small piece of it. Each worker needs to be capable of
using a much broader range of skills from day to day.
The BPR approach is considered to be more radical, fundamental and
dramatic. Though BPR and TQM serve the same purpose, the distinction
gained ground because many organisations had accumulated so much rust
and were so confused in their orientation that a radical shift was perceived
to be essential prior to any gradual change. It is evident, the objective and
focus of BPR and TQM are the same i.e., providing the customer the
appropriate service.

5. Moving from Controlled to Empowered Jobs: Selecting and training
employees for re-engineered jobs is a special challenge. “Re-engineered”
employees are empowered to perform a broad set of tasks with relatively
little supervision. This means that in selecting employees, values play a bigger
role.

6. Flexible Work Arrangements: Organisational renewal doesn’t always
require a massive transformation. At many companies, a change as simple
as flexible hours can sometimes provide a good start.

Flexitime
Flexitime is a plan whereby employees determine their own starting and stopping
hours within limits fixed by the employer. For example, the traditional workday
may be 9 A.M to 5 P.M. The employees may opt to work from 7 A.M to 3 P.M
or 11 A.M to 7 P.M.

Conditions for Success
Several things can make a flexitime programme more successful.

1. Management resistance, particularly at the supervisory level, has torpedoed
several programmes before they become operational, so we need to convince
the supervisors about its success.

2. Flexitime is usually more successful with clerical, professional and managerial
jobs and less so with factory jobs where the nature of work demands
interdependence among workers.

3. The greater the flexibility of a flexitime programme, the greater the benefits
the programme can produce.

4. The way you install the programme is important; the fears and
misunderstandings of supervisors and employees have to be cleared up.
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Compressed Workweeks
Many employees do not find the conventional five/six day work week or 40 hour
workweek suitable to accommodate their lifestyle. The compressed work week
is an arrangement of work hours that permits employees to fulfil their work
obligation in fewer days then the typical five/ six-day workweek. A common
compressed workweek is four 10 hour days.

The advantages of compressed workweek are:
1. Working under this arrangement, employees have reported greater job

satisfaction.
2. The compressed work week offers the potential for better use of leisure

time for family life, personal business, and recreation.
3. Employers in some instances have cited advantages such as increased

productivity and reduced turnover and absenteeism.
The disadvantages of compressed workweek are:
1. Employee fatigue problems have been encountered.
2. Compressed week has resulted in lower product quality and reduced

customer services due to employee fatigue.
Nevertheless, it is apparent that a number of organisations feel the advantages

of compressed workweeks outweigh the disadvantages.

Job Sharing
Job sharing is an approach to work that is attractive to people who want to work
fewer than 40 hours per week. In job sharing, two part-time people split the duties
of one job in some agreed manner and are paid according to their contributions.
Sharing jobs has potential benefits that include broader range of skills the partners
bring to the job. For job sharing to work, however, the partners must be compatible,
have good communication skills, and have a bond of trust with their manager. Job
sharing normally occurs below executive ranks. However, this is not always the
case.

Flexible Compensation (Cafeteria Compensation)
Flexible compensation plans permit employees to choose from among many
alternatives in deciding how their financial compensation will be allocated.
Employees are given considerable latitude in determining how much they will take
in the form of salary, life insurance, pension contributions and other benefits.
Cafeteria plans permit flexibility in allowing each employee to determine the
compensation package that best satisfies his or her particular needs.

The rationale behind cafeteria plans is that employees have individual needs
and preferences. A 50 year old woman may not need maternity benefits in a medical
insurance plan but a 22 year old married woman may need maternity benefits
included in a medical insurance plan.

From the Indian context, the existing information regarding employee
satisfaction with flexible compensation plan is limited. However looking at its
success in developed countries like U.S.A, U.K and other west European countries
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we can safely conclude that flexible compensation will lead to overall job
satisfaction, pay satisfaction and reduced absenteeism and turnover.

Telecommuting
Telecommuting is a work arrangement whereby employees, called tele-workers
or telecommuters are able to remain at home (or otherwise away from the office)
and perform their work using computers and other electronic devices that connect
them with their offices. Modern communications and data processing technologies
permit people to work just about anywhere they want.

Telecommuters generally are information workers. They accomplish jobs that
require for example, analysis, research, writing, budgeting, data entry or computer
programming.

The advantages of telecommuting are:
1. Telecommuting eliminates the need for office space.
2. Commuting from home to office is not a factor for tele-workers.

Therefore, they need not live close to their workplace.
3. Firms may hire the best available employees located anywhere.
4. Labour market is broadened through the increased ability to utilise young

mothers who would otherwise not be interested to work.
The disadvantages of telecommuting are:
1. Ties between employees and their firms may be weakened.
2. There is no personal contact between employees and their supervisors.
3. Telecommuting employees may be paid less because employers often

view working at home as a benefit.

Modified Retirement
Is an option that permits older employees to work fewer than their regular hours
for certain period of time preceding retirement. This option allows an employee to
avoid an abrupt change in lifestyle and move gracefully into retirement.

Growing Amount of Legislation
Another major trend with which the HR profession has had to contend in recent
years is the growth in the amount of legislation covering employment matters. Gone
are the days in which there was statutory regulation of the employment relationship.
An individual’s terms and conditions of employment were those that were stated
in the contract of employment and in any collective agreement. The law did not
intervene beyond providing some basic health and safety protection. The situation
today has wholly changed. The individual contract of employment remains significant
and can be enforced in court if necessary, but there has been added to these a
whole range of statutory rights which employers are obliged to honour. In India,
the important statutes are:

1. Child Labour (prohibition and regulation) Act 1986.
2. Maternity Benefit Act, 1961.
3. Minimum Wages Act, 1948.
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4. Equal Remuneration Act, 1976.
6. Payment of Bonus Act, 1965.
6. Payment of Gratuity Act, 1972.
7. Environment Protection Act, 1986.

The extent to which HR practitioners and managers generally should welcome the
growth in regulation remains a matter of debate. Many HR practitioners while
accepting the laudable motives behind the enactment of labour legislation see that
they result in increasing the costs associated with employing people while decreasing
the flexibility organisations enjoy in the running of their businesses. This results in a
reluctance to create jobs in the first place and a tendency especially in the global
context, of moving the organisations operations to less regulated countries.
Therefore, regulation provides more social justice, but does so at a price – namely
higher unemployment than would otherwise be the case.

Emotional Intelligence (EI)
Daniel Goleman is an expert in emotional intelligence, and consults and lectures
business audiences, professional groups and college campuses frequently. He argues
the case for emotional intelligence being the strongest indicator of human success.
Emotional intelligence is the ability to perceive emotions; to access and generate
them; to understand emotions and emotional knowledge, and to reflectively regulate
emotions, so as to promote emotional and intellectual growth.

Daniel Goleman defines emotional intelligence in terms of self-awareness,
altruism (unselfishness / selflessness), personal motivation, empathy (compassion)
and the ability to love and be loved by friends, partners and family members.
Goleman argues that emotional intelligence is not fixed at birth and has shown how
vital qualities can be nurtured and strengthened in all of us. Goleman delineates
(explains) the five crucial skills of emotional intelligence, and shows how they
determine our success in relationships, work and even our physical well-being.

The Emotional Intelligent Manager
It is often said that the managers should control their emotions, and express them
very carefully; and it is considered terribly unprofessional to express emotion while
on the job. David R Caruso and Peter Salevery believe that this view of emotion
is not correct. They view emotion as not just important, but absolutely necessary
for making good decisions, taking action to solve problems, cope with change and
succeed. They have suggested a practical four-part hierarchy of emotional skills:

1. Identifying emotions.
2. Using emotions to facilitate thinking.
3. Understanding emotions, and
4. Managing emotions.
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A manager’s effectiveness in a corporation depends more on his emotional
intelligence which means his ability to manage his emotions in the workplace and
calmly deal with stressful corporate situations than on his IQ or technical skills.
Control of emotions like anger, hatred, frustration, confusion, sadness etc., can
substantially increase performance and effectiveness.

Table 1.5 Types of Emotions

Source: H.M Weiss and R. Cropanzano, “Affective Events Theory” in B.M. Straw and L.L. Cummings
(Eds.) Research in Organisational Behavior, Vol. 18, JAI Press, Greenwich CT, 1996, page 20 – 22.

Emotional Quotient (EQ)
Emotional Quotient (EQ) has become a buzzword today. It focuses on three driving
forces vital to business success – increasing energy and effectiveness under pressure
building trusting relationship and creating the future. Goleman has identified three
elements of emotional quotient:

A. Self Awareness: Includes
1. Recognising one’s emotions and effects.
2. Knowing one’s strengths and limits.
3. Managing disruptive emotions and impulses.
4. Self management and self control.
5. Improve or meet a standard of excellence.

B. Social Awareness: Includes
1. Empathy.
2. Service orientation.
3. Developing others and understanding a group’s emotional currents and

power relationship.

C. Social Skills: Include
1. Leadership.
2. Inspiring and guiding others.
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3. Sending clear and convincing messages.
4. Negotiating and resolving disagreements.
5. Co-operating with others and strengthening relationships.
6. Creating group synergy in pursuing collective goals.

Psychologists are of the opinion that the way a person responds to reverses, either
optimistically or pessimistically, is a good thumb rule to judge his EQ.

1. Self awareness (self-confidence)
2. Self regulation (comfort with ambiguity)
3. Motivation (strong drive to achieve)
4. Empathy (cross cultural sensitivity) and
5. Social skills

These are the main dimensions of EQ.
Emotional intelligence plays a crucial role in career development, management
development, team effectiveness and selection. Understanding and enhancing
emotional intelligence increases management skills. Teams are more than the sum
of the individual parts. The glue which holds teams together can be supplied by
emotional intelligence. Hiring decisions can be better informed through the use of
a thorough job analysis, and an ability-based measure of emotional intelligence.

Business Trends and HR Competencies
Today, organisations have become more complex, dynamic and fast-paced. As a
result, attracting, retaining and managing people effectively are more important than
ever. Schuler R.S., Jackson S.E and Storey J have listed (enunciated) four key
roles for HR professionals:

1. Strategic Partners: Show concern for multiple stakeholders, including
employees, customers, shareholders and society at large. They educate
managers about the values of people as an organisational resource and about
the consequences of both effective and ineffective HRM.

2. Innovators: Innovators help their organisations create an environment that
supports continuous learning and improvement. Rather than relying on what
others are doing, they create new approaches to managing people.

3. Collaborators: Collaborates know how to create win-win situations. They
share rather than compete, and work effectively inside as well as outside
the organisation.

4. Change facilitators: Change facilitators anticipate the need for change and
prepare their organisations to deal with it. They think conceptually and
articulate their ideas clearly. They execute changes in strategy and energise
others to accept and embrace change.
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Table 1.6 Gardner’s Multiple Intelligences

Source: Howard Gardner, “Frames of Mind: The Theory of Multiple Intelligences”, Basic Books,
New York, 1983.

Business Process Outsourcing
Business Process Outsourcing is a broad term referring to outsourcing in all fields,
not just HR. A BPO differentiates itself by either putting in new technology or applying
existing technology in a new way to improve a process.

Human Resource Outsourcing
One of the most significant forces affecting human resource management has been
the outsourcing of human resource functions. Human resource outsourcing is com
monly understood as the permanent contracting out of activities that were previously
performed in-house.

Outsourcing has been pursued for several operational reasons as well, such
as for greater efficiency or better service in the performance of functions.
Outsourcing also has been seen as a vehicle for cutting costs. In addition,
outsourcing has been used to obtain specialised expertise that is not available in-
house. During the past 5 years or so, downsizing has often reduced the number of
human resource specialists in human resource departments. This reduction in staff
has required organisations to go to outside vendors to obtain specialised services,
such as for test validation or in-depth assessments for leadership development.
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Major consultancy firms are predicting a big boom for HR outsourcing as a
whole. With the growing market, there are a number of vendors available who cater
to the diverse needs of various markets and provide HR services, including staffing,
payroll benefits, administration, training, employee relations and compensation.

Reasons for HR Outsourcing
1. HR outsourcing is a viable option, if a company lacks internal expertise and

confidentiality and requires unbiased opinion on human resources.
2. Outsourcing is also gaining importance as most companies do not have the

time or the expertise to deal with situations.
3. Outsourcing helps employees to get rid of routine transactional HR work.
4. External vendors – through technology and economies of scale – provide

more efficient and cost-effective HR services than in-house departments.

Types of HR Outsourcing
HR outsourcing generally falls into four categories:

1. Professional Employer Organisation (PEO): A PEO assumes full
responsibility of the company’s (client’s) human resource administration. It
(PEO) becomes a co-employer of the company’s workers by taking full legal
responsibility of its employees, including having the final say in hiring, firing
and the amount of money employees make. Under this system the PEO
handles all the HR aspects and the business, handling all other aspects of
the company.

2. Business Process Outsourcing (BPO): BPO is a broad term referring
to outsourcing in all fields of business. A BPO differentiates itself by either
putting in new technology or applying existing technology in a new way to
improve a process. A BPO would make sure a company’s HR system is
supported by the latest technologies, such as self-access and HR data
warehousing.

3. Application Service Providers (ASP): ASP provides host software on
the web and rent it to users. Some are well known packaged applications
while others are customised HR software developed by the vendor. These
software programs can manage payroll, benefits etc.

4. E-Services: E-services are those HR services that are web-based.

Benefits of HR Outsourcing
When a number of companies are outsourcing their HR activities, there must be
certain benefits associated with it. The two major advantages are the cost and the
time factor. The other benefits of HR outsourcing are as follows:

1. It frees the internal HR staff to focus on strategic activities that add more
value than transactional, administrative tasks;

2. It enables decentralised structures that support high rates of innovation and
flexibility.

3. It alleviates the bureaucratic burden of centralised HR administration.
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4. It enables the HR department to play its part in overall corporate downsizing
efforts.

5. It facilitates access to new ideas and approaches outside the organisation.
6. It fosters innovation.
7. It increases speed to market.
8. It improves quality.
9. It focuses on core competencies.

10. It reduces the cost of administration.
11. It improves customer services.

Disadvantages of HR Outsourcing
The major disadvantages of HR outsourcing are:

1. Companies can find themselves overly dependent on supplies.
2. Companies can lose strength in strategically core competencies.
3. HR outsourcing is sometimes perceived to have higher cost, lower quality

and the fear of losing control.
From the above discussion, we can conclude that outsourcing any business activity
creates potential risks as well as benefits. Therefore, a company should assess the
pros and cons of outsourcing before outsourcing specific HR functions.

When to Outsource and When not to Outsource?
The pros and cons play out differently for firms of various sizes with respect to
different HR processes. A company should decide what and when to outsource
after considering the following factors:

1. Dependency Risk: If a company has to adapt its operations to do business
with a supplier, it might then find itself dependent on that vendor. Dependency
risks increase when the outsourced activity requires the co-location of
facilities, specialised equipment, dedicated capacity or specialised training.
If the supplier fails to perform the outsourced function that will disrupt other
processes, this factor needs to be considered when we outsource. Thus,
when activities are highly interdependent, a company might be reluctant to
outsource any of them.

2. Spill-over Risks: Contracting with a supplier can expose a company to
the possibility that confidential information might leak, perhaps even to
competitors. Spill-over risks are exacerbated (aggravated) when the interface
between the outsourced activity and other internal functions is complex,
requiring a company to reveal proprietary information to ensure a good fit
between the two.

3. Trust: To protect against dependency and spill-over risks, a company can
rely on detailed legal contracts with vendors. But such documents are time-
consuming and expensive to negotiate, and enforcement is uncertain and
costly, thus discouraging outsourcing.
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4. Relative Proficiency: Outsourcers can take advantage of economies of
scale and scope by aggregating the needs of several clients. Thus companies
need to examine their proficiency relative to that of vendors on a case by
case basis.

5. Strategic Capabilities: A company should not outsource an activity that
directly contributes to its strategic competitive advantage. If a company
believes it can build a sustainable lead in an activity that offers long term
competitive advantage, then it should refrain from outsourcing that function
and instead devote efforts to building superior capability even if its current
relative proficiency is modest and other factors make outsourcing attractive.

6. Commitment versus Flexibility: Irreversible commitments to core
activities can be a powerful weapon for a company to signal to competitors
its intent to defend its advantage. Uncertainty about the future trajectory of
a technology might make a company less inclined to outsource a process
that relies on that technology if the activity is core or critical but more inclined
to outsource if it is neither.

The relative importance of the six factors varies across situations, and companies
need to weigh each accordingly to form an overall assessment.

Typical HR functions that Organisations Outsource
Outsourcing has become increasingly attractive for many organisations. In such
relationships, a company contracts with a vendor that rents its skills, knowledge,
technology, service and manpower for an agreed-upon price and period to perform
functions the client no longer wants to do. When you outsource HR functions an
organisation can pick and choose from the service offered. These services include:

1. Payroll Administration: Produce cheques, handle taxes, and deal with sick
time and vacation time.

2. Employee Benefits: Health, medical plans, canteen facilities etc.
3. HR Management:Recruiting, hiring, and firing. Also background interviews,

exit interviews, and wage reviews.
4. Risk Management: Workers’ compensation, dispute resolution, safety

inspection, office policies and handbooks.

HR Outsourcing and the Indian Scenario
Indian companies are not lagging behind in outsourcing their HR activities. LG Soft
India has outsourced its PF management; Escosoft has outsourced payroll
processing, execution of training programmes and survey conduction. Depending
on their need, outsourcing can be transactional or HR consulting. In India
transactional outsourcing is more prevalent.

The HR outsourcing in India is not only done in large companies but medium
sized companies are also joining in this trend. Salary and benefits processing,
benefits administration and compensation benchmarking and design are the most
frequently outsourced HR activities in India.
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India as an HR Outsourcing Destination
India is emerging as a major player in HR outsourcing. Though there are hardly
five to six names in this market, they are trying to make a mark for themselves and
tap the potential of providing HR outsourcing services. From the tactical and
straightforward handling of payroll and benefits, HR services providers are moving
into the strategic world of BPO. HR-enablers are helping HR managers free
themselves from the routine jobs and work towards taking employee services to a
higher level. India with its intrinsic advantages such as low cost, ready pool of English
speaking manpower and geographic positioning is emerging as a viable destination
for HR outsourcing companies to set up their businesses. The HR outsourcing
business opportunity is large and India is likely to emerge as a major player in this
market.

Is the Market Still Unexploited in India?
Despite the quantum leap in HR Outsourcing activities in India, still many authorities
on the subject consider HR outsourcing to be unexploited. There are a number of
disadvantages that are keeping companies from moving to HR outsourcing. The
basic reasons hampering the growth of HR outsourcing in India are confidentiality
and cost factors. Many companies outsource only a bit of their requirements
because of the above two factors. Besides, the basic cultural mindset and the
acceptance at the psychological level add to the disadvantages. An in-house person
handles certain situation that an outsourcing agency cannot handle well. For
example, things like building employee incentive programmes, taking care of
recognition of employees etc. At times, many employees would want someone in-
house to resolve their work-related problems or disputes. All this is only possible
if there is an in-house HR team which interacts with the employees on a daily basis.

Box 1.3 Outsourcing in the Indian Context
Indian Firms yet to take to HR Outsourcing in a Big WayWith more and more
companies looking to rationalise employees on their payroll, manpower
outsourcing is slowly becoming the new buzz in India. And the trend seems to
have hit not just big multinational companies but the public sector and
government undertakings as well, though on a very low key yet in the latter.
Estimates show that the latent size of HR outsourcing in India is about $2 billion
with a current market of $27 million and it is growing at a rate of about 50 per
cent. Experts, however, say though foreign companies are outsourcing jobs to
India, putting the country in the middle of outsourcing boom, Indian companies
do not seem to be enamored by the opportunity till now and are not adopting
HR outsourcing practices in a big way. “HR outsourcing in India has not seen
the required momentum and is limited to a trickle effect, with companies
outsourcing a few selected low-end HR processes”, says Anil Mahajan, Executive
Director, Talent Hunt Pvt Ltd., a leading HR firm here. A recent survey
“Outsourcing in the Asia-Pacific”, conducted by Hewitt Associates, a global
HR outsourcing and consulting firm, confirms the situation.The survey showed
that many companies in the region are either unfamiliar with the process and
procedures of HR outsourcing, or are unaware of the players operating in the
area.“Even though across the globe companies are realizing that headcount is
directly related to the revenue and are outsourcing most of their transaction
and administration related work, the general opinion among the Indian
companies is that it is still economical to manage all their HR process internally”,
Mahajan says adding “here people are also not very clear about what exactly is



Introduction to Human
Resource Management

NOTES

Self - Learning
36 Material

manpower outsourcing all about”.Explaining about the concept of HR
outsourcing Kris Lakshmikanth, Founder CEO and Managing Director of the
Head Hunter, a recruiting firm in Bangalore, says, “It is a process of outsourcing
involving particular tasks like recruitment, making payroll, training and
development to a third party who have expertise in these respective fields”.
“HR outsourcing can happen in areas such as payroll, employee benefits
administration, fixed assets administration, network, receivable and logistics
management, hardware maintenance, telemarketing, call centers and database
management. In India, the most common processes outsourced are related to
training, payroll processing, surveys, benchmark studies and statutory
compliance”, Lakshmikanth says, “Today, every organisation is aiming at
achieving productivity by enhancing return on investments and achieving the
economies of scale. In this context, it makes sense to focus only on the
organisation’s core competencies and outsource non-critical activities.
Therefore, routine administrative work, although important, can be outsourced
to third party vendors”. Experts say the basic reasons hampering the growth of
HR outsourcing in India are confidentiality and cost factors. Besides the fear of
losing jobs, losing control over confidential data, ethical and quality of
outsourcing vendors, security breaches and overall confidence in the vendors
deters many organisations. Quality at times forms another roadblock. According
to Mahajan, most companies are not sure about the end result, which they will
receive from the vendor.“Also currently there are not standard benchmarks
available so pricing varies a lot from vendor to vendor for similar services. This
gives the customer the feeling that they are not getting best value for their
money”, he adds.But as the Hewitt survey puts it, with economic slump showing
signs of improvement, many HR outsourcing vendors are optimistic that things
will look up in near future.Experts also believe that in present times HR
outsourcing is undergoing a transition phase. “There has also been a transition
on its user acceptance, where it is moving from a corporate domain to Public
Sector Undertakings and the government sector. All this reflects on the growth
of this sector. However, it would still be sometime before we see increased levels
of HR activities being outsourced”, they say.
Source: Madhuri Sehgal “Indian firms yet to take HR Outsourcing in a big way”
Press Trust of India, dated 3rd May 2004.

Outsourcing as an Alternative to Investment in Human Resources
Investments in human resources should support the organisation’s strategies. Unless
there is the potential to build capabilities that provide an advantage over competition,
cost considerations often lead to the rational decision to outsource through
specialised service providers rather than invest in human resources. In general,
strategic outsourcing is advocated where

1. World class capabilities and strategic advantage cannot be developed.
2. The resources devoted to services performed internally will be greater than

those needed to outsource the service and
3. Excessive dependency on suppliers can be avoided. When an activity is

performed internally at a higher cost, the misallocated resources will put the
company at a disadvantage vis-a-vis its competitors.

As a result of the demand for outsourcing, a whole new service industry of personnel
service executives who were downsized during the early 1990s has emerged.
Although many firms have been willing to outsource a wide range of their human
resource activities, virtually all of them have retained the critical and sensitive
functions of performance management, employee relations and labour relations.
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Outsourcing Firms
Outsourcing is the process of transferring responsibility for an area of service and
its objectives to an external provider. By outsourcing certain projects, a company
can save time and resources and redirect its energy to more strategic issues.
Outsourcing may provide advantages in the form of reduced costs, expanded
capacity and enhanced process flows and efficiencies. It also gives companies the
necessary tools to manage the opposing forces of reducing costs while providing
excellent service to a changing and dynamic workforce.

The key to outsourcing success is to determine which functions to outsource,
the extent to which they should be outsourced, and which ones to keep in-house.
Currently HR outsourcing use is highest in benefits administration and payroll
processes, while its use is most limited in hiring, administration, recruiting and
staffing and records management.

Shared Service Centres (SSCs)
SSCs take routine transaction-based activities dispersed throughout the
organisation and consolidate them in one place. A major advantage of this concept
is that HR managers can assume a more strategic role because they are freed from
more routine tasks. For example, a company with 20 strategic business units could
consolidate these routine HR tasks and perform them in one location. The increased
volume makes the tasks more suitable for automation, which in turn results in the
need for fewer HR personnel.

The future of HR Outsourcing
The future of HR Outsourcing in India is very promising because of its intrinsic
advantages such as low cost, and ready pool of English speaking manpower.
Companies are looking to outsourcing the complete range of HR delivery and
designing products on policies, compensation, structure and recruitment.

Indian companies are not only providing services for the clients abroad but
are also catering to the local market.

“Bipolarisation” of Jobs
Technological advances produce a “bipolarisation” – de-skilling some lower level
jobs and increasing the skill requirements at higher level jobs. This condition can
only be cured by periodical job redesign considering the abilities of people and by
continuous effort of human resource development.

Job redesign can be of three kinds:
1. Job Enrichment: Job enrichment increases the amount of job “satisfiers”.

According to Hertzberg “motivators” or “satisfiers” include — achievement,
recognition, work itself, responsibility, advancement and growth. Thus, the
responsibility level (control by oneself), growth level (continued learning
opportunities) and therefore the challenge level could be increased in the
job, thus “enriching” it. Of course, the people should be capable of handling
these higher level demands of the “enriched” jobs.

2. Job Enlargement: It is not always possible to enrich jobs. Instead, one
can increase the variety of tasks in a job. All these tasks do not differ
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significantly in their level of responsibility. This is termed as job enlargement.
Job enlargement is gaining much relevance in the manufacture of automobiles,
for example, which are traditionally made on an assembly line. The
enlargement process tries to make the jobs as “complete” as possible. The
worker, therefore not only has variety but is also held responsible for a
“complete” job.
The job redesign methods will not only produce more motivated workers,
less defects in quality and higher productivity, but will also mean less
supervision, and less movement of men or materials. Of course, there will
be additional costs of training which will be small compared to the benefits
gained.

3. Job Rotation: The third method is that of job rotation, whereby at periodic
intervals people are posted at jobs of different nature (although of the similar
level). For instance, production employees could be rotated in the
maintenance department and vice versa. Both production and maintenance
workers would have learnt different skills and would appreciate one
another’s problems. Where jobs enlargement cannot be done due to physical
reasons, variety and integration is brought in through a carefully planned
periodic rotation.

The 21st Century Corporation
Management systems that produce profits through people seem to share seven
dimensions in common. They are:

1. Employment Security: Employment security is fundamental for innovative
work practice leading to increased productivity. The reason is that workers
fear that by increasing productivity they will work themselves out of a job.
Therefore, organisations will be motivated to hire sparingly in order to keep
their labour forces small and more productive.

2. Selective hiring: Selective hiring requires several things. They are:
1. Having a large applicant pool from which to select.
2. The organisation needs to be clear about the most critical skills and

attributes in the applicant pool.
3. The skills and abilities sought should be consistent with particular job

requirements and the organisation’s approach to the market.
4. They screen attributes that are difficult to change through training.

3. Self-Managed Teams and Decentralisation: Teams substitute peer-
based control for hierarchial control of work. This increases the sense to
responsibility and stimulates more initiative and effort on the part of every
employee. Teams permit removal of layers of hierarchy and reduce the
tasks performed by administrative specialists.

4. Extensive Training: Training is an essential component of high-
performance work systems because these systems rely on front-line
employee skill and initiative to identify and resolve problems, to initiate
changes in work methods, and to take responsibility for quality.
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5. Reduced Differences in Status: Reducing the status distinctions that
separate individuals and groups, causing some to feel less valued, helps
make all members of an organisation feel important and committed. The
organisation is able to tap ideas, skill and effort of all its people.

6. Sharing of Information: Even motivated and trained people cannot
contribute to enhancing organisational performance if they don’t have
information. The sharing of information on such things as financial
performance, strategy and operational measures conveys to the employees
that they are trusted.

7. Comparatively High Compensation Contingent on Organisational
Performance:The organisation should pay its staff well. It should emphasise
on a philosophy and culture that incorporates practice such training and
delegation of responsibility.
It may appear easy to create a high-performance organisation but
implementation of the ideas mentioned above in a systematic, consistent
fashion is tough. The message at this century’s dawn is that management is
a human art and getting more so as information technology takes over routine
tasks. Progressive managers must understand that they will provide
competitive advantage by tapping employees’ most essential humanity, their
ability to create, judge, imagine and build relationships.

Case Studies
Case 1: Flexi Compensation
Arun has an excellent academic record. He is a gold medallist in BBM from
Mangalore University. His specialisation in BBM is Personnel Management. He
is not only a serious student but is also an NSS volunteer and has taken active
part in social activities.
Arun has a good reference from the principal of his college. In short he is a very
promising candidate for the post of personnel executive in the HR department of
Mangalore Steels Ltd.
The company offers Arun a good salary. Besides salary there is a year ending
bonus which is usually 50% of the profits earned by the company during the
previous financial year. The company pays all the medical bills of the employee
and his family on the production of bills. The employee gets one week’s paid
vacation after the first year’s service and two weeks after two years with the
company. Finally the company pays full tuition fees for MBA/MSW degree
course and allows employees 2 years study leave with pay to attend classes.
Questions:
1. What aspects of Mangalore Steel’s compensation and benefit programme are
likely to appeal to Arun? Explain.
2. What additional benefits might be more attractive to Arun? Explain.
Case 2: Influential Employee
Alban had recently graduated with an MBA degree specialising in finance.
Alban was quite bright but his marks card did not reflect this. Even after 8
months of getting his MBA degree, he has not found a job, though many of his
class mates are placed in good companies. His father was extremely upset when
he discovered this, and he took it upon himself to see that Alban gets a job.
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Alban’s father Michael, was vice-president of a medium sized manufacturing
firm. One of the people he contacted in seeking employment for Alban was Mr.
Raman, the president of Lamina Software. Mr Michael purchased many of his
firm’s supplies from Lamina Software. After telling Mr. Raman his problem, Michael
was told to send Alban to Lamina Software. Alban went as instructed by his
father and before he left Mr. Raman’s office, he was surprised to learn that he
had a job in the accounting department. Alban may have been lazy, but he
certainly was not stupid. He realised that Mr. Raman had hired him because he
hoped that his action would lead to future business from his father’s company.
Although Alban’s work was not challenging, it paid better than the other jobs in
the accounting department.
It did not take long for the employees in the department to discover the reason
he had been hired. When a difficult job was assigned to Alban, he normally got
one of the other employees to do it, implying that Mr. Raman would be pleased
with that person if he or she helped him out. He developed a pattern of coming
late for work, taking long lunch breaks, and leaving early. When the accounts
manager attempted to reprimand him for these undesirable activities, Alban
brought up the close relationship that his father had with the president of the
company. The accounts manager did not know what to do as it resulted in him
not being able to implement any rules in his department.
Questions:
1. From an ethical standpoint how would you evaluate the merits of Mr. Raman
employing Alban? Discuss.
2. Now that Alban is employed, what course would you follow to address him on
the job behaviour?
3. Do you feel that a firm should have policies regarding practices such as hiring
people like Alban? Discuss.

Check Your Progress

5. What is “Psychological Contract”?
6. Define “Business Process Re-engineering”.

1.5 ANSWERS TO ‘CHECK YOUR PROGRESS’

1. The ultimate objective of HRD is to develop competencies in individuals
and groups, developing competencies is a never-ending process.

2. The goal of the assessment and design phases is to implement effective
HRD programmes and interventions.

3. HRM (Human Resources Management) is significantly different from
Personnel Management. HRM is proactive rather than reactive, is system-
wide rather than piecemeal, treats labour as social capital rather than as a
variable cost, is goal-oriented rather than relationship-oriented and is
ultimately based on commitment rather than compliance.
Personnel Management is directed mainly at the employees of the
organization—finding and training them, arranging their pay and contracts
of employment, explaining what is expected of them, justifying what the
management is doing and trying to modify any management action that could
produce an unwelcome response from the employees.
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4. The challenge of HR managers today is to recognize talent and nurture the
same carefully and achieve significant productivity gains over a period of
time.

5. Psychological contract has been defined by Schein as, “the depiction of the
exchange relationship between the individual employee and the organisation”.
Rousseau defined psychological contract as “the employees” perception of
the reciprocal obligations existing with their employer, as such the employee
has beliefs regarding the organisation’s obligations to them as well as their
own obligations to the organisation”.

6. Business Process Re-engineering (BRP) is about taking a hard look at why
the organisation does the things the way it does. It involves fundamental
rethinking. BRP requires that the firm gets out of its institutionalised or rigid
thinking and do rethinking. It includes all those actions that lead to results in
terms of customer satisfaction. It brings in the people and tasks to achieve
the ultimate organisational objective.

1.6 SUMMARY

 HRD is not a mere theoretical concept. It is a professional innovation
necessitated by the exigencies of the situation, fuelled by human idealism,
supported by growing knowledge about human systems and chiselled by
pioneering practitioners.
 People need competencies (knowledge, attitudes, values and skills) to

perform tasks. A higher degree and quality of performance of tasks requires
a higher level or degree of skills.
 Organizations need to have an objective, mission and strategy to ensure its

survival, development and growth. This requires a strategic alignment of
people, organization and environment.
 It is felt that Personnel Management is being directed mainly at company

employees and is not being completely identified with managerial needs.
 Human Resources Management, by contrast, is directed mainly towards

managerial needs for people resources in organizations, with greater
emphasis being placed on planning, monitoring and control rather than on
problem solving and mediation.
 Personnel Management is directed mainly at the employees of the

organization—finding and training them, arranging their pay and contracts
of employment, explaining what is expected of them, justifying what the
management is doing and trying to modify any management action that could
produce an unwelcome response from the employees.
 Designing HRD interventions involves a process which includes a four-step

sequence:
o Need assessment phase
o Design phase
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o Implementation phase
o Evaluation phase

 More recently, human resource professionals may have encountered the
word “psychological contract” being used within the domain of organisational
behaviour in order to understand how to improve productivity and
performance on the job.
 Just as a legal contract can be breached by the parties concerned when

they do not keep up to the terms of the contract so also, there can be a
breach of a psychological contract.
 TQM pioneered by Edward Deming, is a broad-based, systematic approach

for achieving high levels of quality. Many leading companies such as Motorola,
Cadillac and Xerox, whose strategies require them to survive against the
pressures of world class competition, have implemented TQM.
 In the recent past, companies have sought to increase organisational

productivity through radical changes by means of Business Process Re-
engineering (BRP). BRP is about taking a hard look at why the organization
does the things the way it does. It involves fundamental rethinking.
 Daniel Goleman is an expert in emotional intelligence, and consults and

lectures business audiences, professional groups and college campuses
frequently. He argues the case for emotional intelligence being the strongest
indicator of human success.

1.7 KEY TERMS

 Human Resource Development: It is the integrated use of training,
organization, and career development efforts to improve individual, group,
and organizational effectiveness. HRD develops the key competencies that
enable individuals in organizations to perform current and future jobs through
planned learning activities.
 Personnel management: It is defined as an administrative specialization

that focuses on hiring and developing employees to become more valuable
to the company.

1.8 SELF-ASSESSMENT QUESTIONS AND
EXERCISES

Short-Answer Questions
1. What is the need of HRD?
2. State the difference between HRD and HRM.
3. State the common principles underlying most approaches to TQM.
4. What do you mean by Quality Circles?
5. What is HR’s role in re-engineering processes?
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Long-Answer Questions
1. What is HRD? Explain the differences between human resource management

and HRD.
2. Examine how HRD systems are designed.
3. Explain the functions of psychological contract? How does a breach occur

in psychological contract?
4. Explain the challenges faced by HR due to technological innovation.
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2.0 INTRODUCTION

Human resource planning is concerned with ensuring that the right number of people
and the right kind of people are working in an organization. A human resource plan
is prepared keeping in mind the objectives of the organization. Without human
resource planning, the needs of the organization are reduced to mere guesswork.
Job analysis is an important component of personnel management. It refers to the
procedure by which information about a job is obtained. Closely associated with
job analysis is the concept of job description and job specification. This unit will
discuss the objectives and importance of human resource planning. The component
of job analysis, job description and job specification will also be discussed. It is
important to ensure that the right kind of people and the right number of people
are working in an organization. In case of any vacancy, employers usually resort to
a recruitment of new employees. There are two sources of recruitment: internal
and external. In the present scenario, with the increase in multinational enterprises,
the recruitment process has also changed. This means that employees are not only
hired domestically but internationally as well. With the growth of the Internet, there
are more means available both to the employer and the applicants. It is to be
noted that while recruitment is a positive process, selection is negative. Selection
is considered negative as it involves rejection of applicants who have applied for
the jobs. This unit will discuss in detail the external and internal sources of
recruitment. The essential elements of the selection procedure will also be
examined.
Human resource management traditionally deals with selection, recruitment, training
and employee development. The focus of human resource management is to develop
the latent potential of the workforce so that they can contribute to the achievement
of organizational goals. Every organization, irrespective of its size, aims to achieve
certain specific goals or objectives and the achievement of organizational goals is
largely dependent on the nature and skill of the workforce. Since the achievement
of organizational goals is dependent on the skill of the workforce, organizations
devote a considerable amount of time and money to effective training. Training per
se is not only of importance for the organizations, but it is also of significance for
the employees/workers. From the organization’s perspective, training involves
imparting of skills, knowledge and abilities to enable the worker to work effectively
and make a contribution to the organization. For an employee/worker, training
implies not only acquiring knowledge, but also adding to his already existing skills.
To understand the term training, its importance, and its nature, one has to distinguish
training from learning, education and development. For a casual observer, all the
terms may sound synonymous, but there is a subtle difference between each of
them. We shall learn more about the difference as we proceed further. ‘How to
teach’ is the most important question to which every trainer seeks an appropriate
answer. The answer to this question provides the answer to other questions like,
how much a trainee can retain and recall. From the learning point of view, it is the
method adopted for the training programme that decides the learning outcome.
Since the learning outcome depends on training methods, the trainer should be
careful in selecting the right combination of training method. There are a range of
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methods at the disposal of the trainer, but for effective learning the trainer has to
select the most appropriate method. Every organization, after a careful study of
training needs, decides on the training objective. It is on the basis of the training
objective that the training methods are decided. Training methods differ not only in
their instructional style, but also in the way they influence knowledge and skill
development. It is the responsibility of the training designer to evaluate the methods
vis-à-vis the objective and choose the appropriate training method. The significance
of executive or management development has broadened over the years. Managers
are considered as the most important asset of a company and are usually equipped
with the right skills. However, there is need of enhancing the skills and competence
of managers. Most of the companies seem to have realized the importance of
management development and have introduced a number of methods and practices
that will help them sharpen their skills.

2.1 OBJECTIVES

After going through this unit, you will be able to:
 Discuss the objectives and importance of human resource planning
 Explain the purpose and uses of job analysis along with the methods of

collecting job analysis data
 Understand the component of job description
 Examine the content of job specification
 Discuss the internal and external sources of recruitment
 Analyse the impact of Internet on the recruitment process
 Discuss the elements of a selection procedure
 Discuss the meaning, need, and objectives of training
 Differentiate between training, development, and education
 Explain the purpose of instructional objectives
 Interpret career planning and management
 Describe the career development model

2.2 JOB ANALYSIS AND EVAULATION

The growth and development of an organization structure results in jobs that have
to be staffed. ‘Work’ is an organization’s primary function. The ‘basic work
activities’ may relate to three categories—data, people and things. Data includes
synthesizing, coordinating, analysing, compiling, computing, copying and comparing
activities. People relate to monitoring, negotiating, instructing, supervising, diverting,
persuading, speaking, signalling, serving and taking instructions. Things are
concerned with setting up, precision working, operating-controlling, driving-
operating, manipulating, feeding-off bearing and handling.

Before we proceed to discuss job analysis in detail, certain terms relating to
job need to be understood. These terms are as follows:



Procurement
and Development

NOTES

Self - Learning
48 Material

 Job: A job may be defined as a ‘collection or aggregation of tasks, duties
and responsibilities which as a whole is regarded as a regular assignment
to individual employees’.

 Job Analysis: It is a procedure by which pertinent information is obtained
about a job, i.e., it is a detailed and systematic study of information relating
to the operations and responsibilities of a specific job.

 Job Description: It is a written record of the duties, responsibilities and
requirements of a particular job. It ‘is concerned with the job itself and
not with the work’. It is a statement describing the job in such terms as
its title, location, duties and working condition hazards.

 Job Specification: It is a standard of personnel and designates the
qualities required for an acceptable performance. It is a written record
of the requirements sought in an individual worker for a given job. In
other words, it refers to a summary of the personal characteristics
required for a job. It is a statement of the minimum acceptable human
qualities necessary for the proper performance of a job.

 Job Design: It is the division of the total task to be performed into
manageable and efficient units — positions, departments and divisions
— and to provide for their proper integration. The subdivision of work
is both on a horizontal scale with different tasks across the organization
being performed by different people and on the vertical scale, in which
higher levels of the organization are responsible for the supervision of
more peoples, the coordination of sub-groups, more complex planning,
etc.

2.2.1 Purpose and Uses of Job Analysis
A comprehensive Job Analysis (JA) programme is an essential ingredient of sound
personnel management. It is the major input to forecasting future human resource
requirements, job modifications, job evaluation, determination of proper
compensation and the writing of job descriptions. It is of fundamental importance
to manpower management programmes because of the wider applicability of its
results. The information provided by JA is useful, if not essential, in almost every
phase of employee relations.

(i) Organization and Manpower Planning: It is helpful in organizational
planning, for it defines labour needs in concrete terms and coordinates the
activities of the workforce, and clearly divides duties and responsibilities.

(ii) Recruitment, Selection: By indicating the specific requirements of each
job (i.e., the skills and knowledge), it provides a realistic basis for the hiring,
training, placement, transfer and promotion of personnel. ‘Basically, the goal
is to match the job requirements with a worker’s aptitude, abilities and
interests. It also helps in charting the channels of promotion and in showing
lateral lines of transfer.’

(iii) Wage and Salary Administration:By indicating the qualifications required
for doing a specified job and the risks and hazards involved in its performance,
it helps in salary and wage administration. Job analysis is used as a foundation
for job evaluation.
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(iv) Job Re-engineering: Job analysis provides information which enables us
to change jobs in order to permit their being manned by personnel with
specific characteristics and qualifications. This takes two forms, which are
as follows:

(a) Industrial engineering activity, which is concerned with operational
analysis, motion study, work simplification methods and improvements
in the place of work and its measurement, and aims at improving
efficiency, reducing unit labour costs and establishing the production
standard which the employee is expected to meet.

(b) Human engineering activity, which takes into consideration human
capabilities, both physical and psychological, and prepares the ground
for complex operations of industrial administration, increased efficiency
and better productivity.

(v) Employee Training and Management Development: Job analysis
provides the necessary information to the management of training and
development programmes. It helps to determine the content and subject
matter of in-training courses. It also helps in checking application information,
interviewing, weighing test results and checking references.

(vi) Performance Appraisal: It helps in establishing clear-cut standards which
may be compared with the actual contribution of each individual.

(vii) Health and Safety: It provides an opportunity for identifying hazardous
conditions and unhealthy environmental factors so that corrective measures
may be taken to minimize and avoid the possibility of accidents.

Contents of Job Analysis
A job analysis provides the following information:

(i) Job identification: Its title, including its code number.
(ii) Significant characteristics of a job: Its location, physical setting,

supervision, union jurisdiction, hazards and discomforts.
(iii) What the typical worker does: Specific operation and tasks that make up

an assignment, their relative timing and importance, their simplicity, routine
or complexity, the responsibility or safety of others for property, funds,
confidence and trust.

(iv) Which materials, and equipment a worker uses: Metals, plastics, grains,
yarns, milling machines, punch presses and micrometers.

(v) How a job is performed: Nature of operation, e.g., lifting, handling, cleaning,
washing, feeding, removing, drilling, driving, setting up and many others.

(vi) Required personnel attributes: Experience, training, apprenticeship,
physical strength, coordination or dexterity, physical demands, mental
capabilities, aptitudes, social skills.

(vii) Job relationship: Experience required, opportunities for advancement,
patterns of promotions, essential cooperation, direction or leadership from
and for a job.
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2.2.2 The Steps in Job Analysis
There are five basic steps required for doing a job analysis, viz.,

Step 1: Collection of Background Information
Step 2: Selection of Representative Position to be Analysed
Step 3: Collection of Job Analysis Data
Step 4: Developing a Job Description
Step 5: Developing Job Specification

Methods of Collecting Job Analysis Data
The determination of job tasks, the concomitant skills and abilities necessary for
successful performance, and the responsibilities inherent in the job can be obtained
through such methods or approaches as the following:

(i) Personal observation: The materials and equipment used, the working
conditions and probable hazards, and an understanding of what the work
involves are the facts which should be known by an analyst. Direct
observation is especially useful in jobs that consist primarily of observable
physical ability, like the jobs of draftsman, mechanic, spinner or weaver.

(ii) Sending out questionnaires: This method is usually employed by engineering
consultants. Properly drafted questionnaires are sent out to job-holders for
completion and are returned to supervisors. However, the information
received is often unorganized and incoherent. The idea in issuing
questionnaires is to elicit the necessary information from job-holders so that
any error may first be discussed with the employee and, after due corrections,
may be submitted to the job analyst.

(iii) Maintenance of log records: The employee maintains a daily diary record
of duties he performs, marking the time at which each task is started and
finished. But this system is incomplete, for it does not give us any desirable
data on supervisor relationship, the equipment used and working conditions.
Moreover, it is time-consuming.

(iv) Personal interviews: Interviews may be held by the analyst with the
employees and answers to relevant questions may be recorded. But the
method is time-consuming and costly.

2.2.3 Job Design
The enthusiasm with which HRM has been embraced by many working within the
theory and practice of job design is founded upon its prediction and promise that
individuals will be provided with stimulating and enriching jobs. Not only will
individual employees perform far more varied and skilled jobs but through the
resulting quantitative and qualitative performance improvements, organizations will
become far more competitive. Hence, one of the most important components of
organizational effectiveness and economic prosperity is the attention and paid to
the detailed designing of work tasks.
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The Two Approaches to Job Design
The first approach is a focus, that is, the discrete and autonomous active interventions
made by the management in the employment relationship designed to increase
performance by, for example,

 Increasing motivation
 Commitment
 Placating discontent and alienation
 Improving the flexibility of employee utilization

The second approach is called structuralist approach, which emphasizes
constraint and the economic necessity of restructuring and redesigning jobs.

Job Evaluation Systems
Determining the relative worth of all jobs in the enterprise is difficult. This is so,
because jobs differ with respect to the demands made on the employees as well
as the value of the job to the enterprise. The comparison and evaluation may be
made on two bases:

I. Non-analytical or non-quantitative system
This system utilizes non-quantitative methods of listing jobs in the order of difficulty.
The comparison and evaluation made on non-quantitative basis is made by ranking
or classifying the jobs from the lowest to the highest. Non-analytical system is usually
of two types. These are as follows:

(i) Ranking system: This is a very simple method of job evaluation. Under
this system, the job raters simply rank one job against another without
assigning point values. The ranking method consists of ranking the jobs in
the organization from the lowest to the highest.
As the size and complexity of an organization increase, it becomes difficult
to find raters acquainted with all jobs to be ranked.

(ii) Job classification or grading system: Under this system, a number of
pre-determined grades or classifications are first established and then various
jobs are assigned within each grade or class. Job classification system begins
with an overall comparison of all jobs, on the basis of common sense and
experience. For each class, a general specification is prepared indicating the
nature of work and responsibility that are included. Each class is assigned a
salary range with maximum and minimum limits. After that, actual jobs are
fitted into these predetermined classes.

II. Analytical or quantitative system
In the ranking system and grading system, the relative ranking of jobs was
determined without reference to any numerical values (points). However, in the
quantitative system, various factors of a job are considered and points are assigned
to them according to their relative worth. The analytical or quantitative systems of
job evaluation are as follows:
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(i) The point rating system: The point rating system is based on the assumption
that it is possible to assign points to the different factors as well as to each
degree of each factor involved in jobs and that the total of the points will
give an index of the relative value of jobs. The method was originally designed
and developed by the Western Electric Company. The point rating system
is based on the assumption that it is possible to assign points to respective
factors which are essential for evaluating an individual’s job.

(ii) The factor comparison system: This system is similar to the point rating
system. The factor comparison system was developed by Eugene J. Benge
at the Philadelphia Rapid Transit Company in 1926. He developed this system
in order to solve the two problems faced by the point rating system, i.e.,
determining the relative importance of factors and describing their degrees.
This method begins by finding out the major factors which are present in
more or less degree in all the jobs in a particular organization. Each job is
ranked several times—once for each compensable factor selected. For
example, jobs may be ranked first in terms of the factor skill. Then, they are
ranked according to their mental requirements. Next, they are ranked
according to their ‘responsibility’, and so forth. Then these ratings are
combined for each job in an overall numerical rating for the job. Thereafter,
it is easy to assign money value to these jobs in some direct proportion to
the points assigned under evaluation.

Check Your Progress

1. What is job analysis?
2. What is industrial engineering activity concerned with?
3. What are the five steps required for doing a job analysis?
4. Why is it difficult to determine the relative worth of all jobs in the

enterprise?

2.3 HUMAN RESOURCE PLANNING

Human resource planning (HRP) is the predetermination of the future course of
action chosen from a number of alternative courses of action for procuring,
developing, managing, motivating, compensating, career planning, succession
planning and separating the human element of enterprise. It determines a conscious
choice of staffing decisions in an organization.

2.3.1 Characteristics of HR Planning
According to Geisler, ‘HR planning is the process (including forecasting, developing
and controlling) by which a firm ensures that it has the right number of people and
the right kind of people at the right places at the right time doing work for which
they are economically most useful.’

According to Wendell French, human resource planning may be defined as
‘the process of assessing the organization’s human resources needs in the light of
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organizational goals and making plans to ensure that a competent, stable workforce
is employed.’

From the above definitions, we can gather some general characteristics of
human resource planning as follows:

1. Human resource planning must incorporate the human resource needs
in the light of organizational goals.

2. A human resource plan must be directed towards well-defined
objectives.

3. Human resource planning must ensure that it has the right number of
people and the right kind of people at the right time doing work for
which they are economically most useful.

4. Human resource planning should pave the way for an effective
motivational process.

5. A human resource plan should take into account the principle of
periodical reconsideration of new developments and extending the plan
to cover the changes during the given long period.

6. Adequate flexibility must be maintained in human resource planning to
suit the changing needs of the organization.

The HR manager must follow a systematic process for HR planning as given
in Figure 2.1.

Fig. 2.1 Flow Chart Depicting ‘Human Resource Planning Model’

2.3.2 Objectives of HR Planning
From Figure 4.1, it is clear that the failure in HR planning will be a limiting factor in
achieving the objectives of the organization. If the number of persons in an
organization is less than the number of persons required, then, there will be
disruptions in the work—production will be hampered, the pace of production will
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be slow and the employees burdened with more work. If on the other hand, there
is surplus manpower in the organization, there will be unnecessary financial burden
on the organization in the form of a large pay bill if employees are retained in the
organization, or if they are terminated the compensation will have to be paid to the
retrenched employees. Therefore, it is necessary to have only the adequate number
of persons to attain the objectives of the organization.

In order to achieve the objectives of the organization, the HR planner should
keep in mind the timing and scheduling of HR planning. Furthermore, the
management has to be persuaded to use the results of manpower planning studies.

Manpower planning can also be used as an important aid in formulating and
designing the training and development programmes for the employees because it
takes into account the anticipated changes in the HR requirements of the
organizations.

2.3.3 Importance of HR Planning
HR planning is a highly important and useful activity. Without clear-cut planning,
an estimation of the organization’s human resource needs is reduced to mere
guesswork. If used properly, it offers a number of benefits. These are:

1. Planning defines future manpower needs and this becomes the basis of
recruiting and developing personnel.

2. Employees can be trained, motivated and developed in advance and this
helps in meeting future needs for high-quality employees.

3. Change in technology has attached more importance to knowledge and skill
resulting in surplus manpower in some areas and shortage in other areas.
HR planning helps in creating a balance in such a situation.

4. Jobs are becoming more and more knowledge-oriented. This has resulted
in a changed profile of HR. Because of increased emphasis on knowledge,
recruitment costs have also increased. To avoid the high cost of recruitment,
proper HR planning is necessary.

5. The organization can have a reservoir of talent at any point. People with
requisite skills are readily available to carry out the assigned tasks.

6. Planning facilitates the preparation of an appropriate manpower budget for
each department. This in turn, helps in controlling manpower costs by
avoiding shortages/excesses in manpower supply.

7. Systematic HR planning forces top management of an organization to
participate actively in total HR management functions. When there is active
involvement of top management, they will appreciate the real value of human
resources in achieving organizational effectiveness.

8. Systematic HRP forces top management of an organization to participate
actively in total HRM functions. When there is active involvement of top
management, they will appreciate the real value of human resources in
achieving organizational effectiveness.
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Check Your Progress

5. List any two characteristics of human resource planning.
6. What happens when the number of persons in an organization is less

than required?

2.4 RECRUITMENT AND SELECTION

There are two denominators to the recruitment process. One is that in all cases
recruitment involves locating and attracting adequate human resources to fill existing
vacancies. The other is that recruitment is an absolutely critical management activity.
If the right people cannot easily be identified, sooner or later there will be no
tomorrow for the organization. No employer can survive in the absence of human
resources. Recruitment is also an area in which there are important social and legal
implications.

Vacancies in an organization occur through someone leaving or as a result of
expansion. Recruiting a new employee may be the most obvious step when a
vacancy occurs but it is not necessarily the most appropriate. Some of the other
options are as follows:

1. Reorganize the work: Jobs may be rearranged so that the total amount of
work in a section is done by the remaining employees without recruitment.

2. Use of overtime: Extra output can be achieved by using overtime. Few
HRD managers like the extensive use of overtime and it lacks logic at a time
of high unemployment but it may be the best way of dealing with a short-
term problem, i.e., during sickness or maternity leave of an employee.

3. Mechanize the work: There are ways in which the work of a departing
employee can be mechanized, though it is seldom feasible to mechanize a
single vacancy.

4. Make the job part-time: Replacing full-time jobs with part-time jobs has
become a widespread practice. It also provides flexibility by turning one full-
time job into two part-time posts.

5. Sub-contract the work: This means, the employer avoids ongoing costs
and obligations of employing people by transferring those obligations to
another employer. It is easy to do this, when the work can be easily moved
elsewhere, such as computer programming.

6. Use an agency: Another strategy is to use an agency to provide temporary
personnel, who is not a permanent liability to the company.
Once the employer has decided that external recruitment is necessary, a cost

effective and appropriate method of recruitment must be selected.
Recruitment or employee selection is the first step in the employment of labour

and the methods through which labour is brought into the organization has much to
do with the ultimate success or failure of the company.
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Recruitment is a process that not only helps to fill a vacancy physically,
mentally and temperamentally but also helps to develop an employee into a desirable
asset. The selection process finds persons with potential to grow in the organization.

If the HR department fails to identify the quality and the number of persons
to be recruited and also fails to procure the services of persons with required
qualifications, skill and calibre continuously, a time may come when all the qualified
persons would have retired and no qualified person would remain in the organization.
Therefore, the importance of recruitment and selection of the right type of persons
at the right time is indispensable to the organization.

According to Flippo, recruitment ‘is a process of searching for prospective
employees and stimulating and encouraging them to apply for jobs in an
organization’.

 In the words of Mamoria, ‘recruiting is the discovering of potential applicants
for actual or anticipated organizational vacancies’.

Recruitment and Selection
Technically speaking, recruitment and selection are not synonymous. Recruitment
means announcing job opportunities to the public in such a way that a good number
of suitable people will apply for them. Selection means choosing from that number,
those applicants who are most likely to succeed in the jobs. An interview is the
most widely used technique for selection.

Selection is a process of weeding out the unsuitable candidates and finally
arriving at the most suitable one. In this sense, recruitment is a positive process
while selection is a negative process of rejecting most of the candidates, leaving
only a few who are considered suitable.

A properly planned and systematic recruitment policy is necessary to minimize
disruption of work by constantly changing personnel and achieve equitable
distribution of employment opportunities.

Recruitment policy should take into account that high calibre personnel are
essential to have but hard to find. Despite tremendous unemployment, it is not easy
to find the right type of personnel. In the expanding industrial economy of India,
the demand for top management, technical and scientific personnel is expanding at
a fast rate with the result that an all-round shortage of such personnel is being felt.
Many companies indulge in ‘pirating’ i.e., attracting executives from sister
organizations on higher salaries. But this does not, in any way, expand the supply
of such personnel. Therefore, a sound recruitment policy has to be based on a
comprehensive programme of management development.

Recruitment needs fall into three broad categories—planned, anticipated and
unexpected. The planned needs arise from changes in organizational decisions and
retirement policies, unexpected needs arise from individuals’ decisions to leave the
company and from ill health, accidents or deaths. The anticipated category
comprises those jobs which the organization, by studying the trends within and
outside the company, can predict.

Careful recruitment of employees is particularly important in India for two
reasons: first, under the existing legal conditions, when an industrial worker is
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discharged, an industrial dispute can be made by the employee in regard to such
discharge and the Tribunal would determine whether the termination of service was
justified and to order reinstatement if the order was not appropriate. As a precaution
against unjustified discharge, certain rules of procedure are required to be strictly
followed by the employers before the order of discharge is passed. Failure to carry
out this procedure undermines the case if it goes to an industrial court. Secondly,
the chances of mismatching the job and the person are much higher in India. Matching
the job with the suitable applicant is naturally a two-way process. Under the present
labour market conditions in India, the employee’s choice is very much limited and
he will accept any job irrespective of his suitability. Under such conditions, the
pressure to properly match man and job is only one-sided—from the employer’s
side only.

In India, the organizational practices in selection vary widely. The private
and public sector organizations differ in their selection practices. Selection for public
sector undertakings is done through Public Service Commission, Banking Service
Commission, Subordinate Services Commission, etc.

2.4.1 Forecasting
Recruiters commonly make use of two tools to ascertain their staffing needs, taking
account of the sales projections and historical sales to personnel relationships. These
are the ratio analysis and trend analysis methods.

The most basic process involves forecasting revenues first of all and then
estimating the number of personnel required to meet these revenue goals. For this,
the HR managers have several techniques at their disposal.

1. Trend analysis: Trend analysis involves examining and analysing the changes
in an organization’s employment levels over the last few years. This can be
done by computing the number of workers in your organization at the end
of each of the last five years, or may be the number in each sub-category
(such as sales, production, secretarial and administrative) at the end of each
of those years. The chief aim is to recognize and pick up trends that are
capable of continuing into the future. With the help of trend analysis, the HR
manager can easily get an initial estimate of staffing requirements, but
employment levels can hardly be derived based only upon the passage of
time. There are several other factors such as variations in the volume of sales
and productivity that influence the recruitment needs of an organization.

2. Ratio analysis: Another common approach to forecasting staffing needs
is ratio analysis. This involves forecasting staffing requirements based upon
the ratio between (i) some causal factor like sales volume and (ii) the number
of employees required (for instance number of sales people).
One underlying assumption between trend analysis and ratio analysis is that

there is no change in productivity. It argues that the sales personnel cannot be
instigated to increase productivity. If there is a variation in sales productivity, there
would also be a variation in the ratio of sales to sales personnel. In this case, a
forecast based on historical ratios would then no longer be accurate.
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2.4.2 Sources of Recruitment: Internal Vs External
There are two main sources of recruitment from which employees may be recruited:
(1) Internal sources, i.e., recruitment from within the organization and (2) External
sources, i.e., recruitment from outside the organization.

Internal Sources
It is better to look for the candidate first within the company by examining the list
of personnel for jobs being considered. Sometimes suitable candidates can be found
within the organization itself. Recruitment from within the organization should be
encouraged as a method of recruitment because it contributes to building up good
morale among workers. Existing employees should be given an opportunity to
switch over to another job which they consider more congenial. A planned
promotion policy will take care in many vacancies in the higher grade. Many
progressive organizations of India follow this practice and whenever a vacancy arises
it is filled by promoting a suitable employee from the lower cadre.

Promotion from within has several advantages, such as the following:
(a) It builds up morale.
(b) It encourages efficient people who have ambition.
(c) It is less costly than outside recruitment.
(d) It improves the probability of a good selection, since information on

the individual’s performance is readily available.
The policy of preferring internal candidates, however, suffers from some

disadvantages. It may lead to inbreeding, discouraging new blood from entering
an organization. If promotion is based on seniority, the really capable hands may
be left out.

Promotion from Within: Sources
Job opening for employees within the organization stimulates the possibility of
transfer or promotion, increases the general level of morale, and provides more
information about the candidate through analyzing his performance in the
organization. Personal data bank of employees can identify a list of those with
minimum qualifications for the job requirements. This provides flexibility and greater
control over career progress.
Job Posting: Jobs are posted on the bulletin boards, internal circular or on the
internet. Some carry listing in the company newspapers and newsletters. Internal
applicants are often restricted to certain employees. Such guidelines include: 1)
performance review of the last 3 to 5 years, 2) dependable attendance record, 3)
having been in the present position for certain years, 4) has had no disciplinary
action or penalty, 5) has had certain specific work experience in the organization.

The present supervisor must at some point be informed of the subordinates
interest in another job. Some require immediate notification while others inform
only if the employee becomes a prime candidate for the listed opening.

Job posting can reduce turnover by sending the message to the employees
that they do not have to go elsewhere in order to find opportunities for advancement
and development. Posting jobs create an open recruitment process which helps to
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provide equal opportunities for advancement of all employees. But job posting,
though with definite advantages, is not fool proof. If decisions are already made
when posting appears, the system loses credibility. At Citigroup, internal job
advertisement policy is diligently practiced for all job openings. Internal staff is
encouraged to apply for positions across the franchise locally and globally.
Talent Inventories: HR department has the data of all the employees. Some
organizations identify high potential employees to create talent pools and
replacement charts for succession planning, while other organizations have devised
a systematic method of keeping track of talent at all levels and all functions. The
employer monitors the internal talent and facilitates the process of matching internal
applicants to suitable positions. They ensure that all the suitable employees for
various positions are considered.
Transfers:Transfers involve moving from one position to another of a similar status,
and generally there is no increase in the pay. These are lateral job transfers. These
are considered valuable opportunities for employees as it gives a broader
perspective of the working of various functions in an organization, which may play
an important role in the long-term development of employees.

External Sources
Some of the external sources of recruitment are:
Employment exchanges: Employment exchanges have been set up by the
government for bringing together seekers of employment and the employers who
are looking for workers. Compulsory notification of all vacancies up to the level of
supervisory positions to the employment exchanges is now required by law; but
while notification of vacancies is compulsory, selection of applicants rests with the
management who are at liberty to call on other sources as well.

Employment Exchanges are however still unpopular sources of recruitment
among most private sector companies. This source has not been found effective,
particularly for skilled personnel.
Advertisement: Advertisement in newspapers is the most widely used method
for attracting qualified and experienced personnel. The higher the position in the
organization, the more widely dispersed the advertisement is likely to be. When
qualified and experienced persons are not available through other sources,
advertising in newspapers and professional and technical journals is resorted to.
Whereas all types of advertisements can be made in newspapers, only particular
types of posts should be advertised in the professional and technical journals. For
example, only accounting jobs should be advertised in the journal of Chartered
Accountants. In preparing an advertisement, great care has to be taken to ensure
that only qualified people will think of applying. If the advertisement is clear and to
the point, candidates can assess their abilities and suitability for the post and only
those who possess the requisite qualifications will apply. Important newspapers
like the Statesman, The Hindu, The Times of India publish classified advertisements
and certain days of the week are fixed for recruitment advertising.

Many firms use what it called ‘blind advertisement,’ in which the organization
does not reveal its identity. Blind advertisements use Box NO. and do not publish
the name of the company that is advertising. Respondents are asked to reply to a
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Box No. The use of box number will prevent a large number of applicants from
canvassing for the job but they do not attract good candidates who feel that it is
not worthwhile to apply without knowing the name of the organization. That is why
large organizations with a national reputation do not use blind advertisement.
Casual applications: Candidates send applications for jobs on their own initiative
or after learning about vacancies from reliable sources. The personnel manager
should see all such casual callers, for sometimes a most desirable type of employee
could be discovered in this way. This source is clearly inexpensive and it can fill
vacancies, particularly of the clerical variety.
Candidates of present employees: Candidates introduced by present employees
may be a good source from which employees may be drawn and many firms recruit
such persons as something of their background is known. Moreover, if the candidate
of an existing employee gets preference in the matter of recruitment, it is sure to
develop a sense of belonging amongst workers. Many organizations actively
encourage ‘employee referrals.’ This, however, is likely to encourage nepotism i.e.,
persons of one’s own community or caste may only be employed. This may create
problems for the organization.
Educational institutes: Educational institutions are an important source of
recruitment. For technical, managerial and professional jobs, specialized institutes
like the IITs and IIMs and university departments are used. The specialized institutes
have a placement officer who normally provides help in attracting employers and
arranging for campus interviews. College recruitment which is one of the important
sources of recruitment in the USA is completely neglected in India. This may be
due to excess of supply over demand for college graduates.
Employment agencies: These days special agencies or consultants are emerging
for searching out suitable candidates for their clients. They are retained by
companies to select suitable candidates for vacancies. Very often, these agencies
also recruit on behalf of the organization without necessarily disclosing the identity
of the organizations. They go as far as short-listing the candidates for the
organization, but the final selection is made by the representative of the organization.
Generally, services of such consultants are utilized for filling specialized and
managerial vacancies.

This is an expensive method of recruitment and as such it is restricted to high
level job openings. The consultant, using its own name, can serve a company that
does not wish to be identified until suitable candidates have been found.
Raiding: Raiding means attracting the employees working elsewhere to join the
organization. Even though many hiring companies believe that it is unethical to directly
contact the employees of other organizations, some companies do engage in such
raiding. This is particularly true where the need to recruit is especially pressing.

The above mentioned sources of recruitment are commonly used by both
the public and private sectors in India. While there is little difference in policy, the
public sector depends more heavily on the institutionalized sources. In many cases,
public sector undertakings follow the policy of giving preference to scheduled castes
and scheduled tribes and displaced persons. Certain percentage of vacancies is
reserved for them. As per Mandal Commission’s recommendations, 50% jobs in
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the public sector are to be reserved for scheduled castes, scheduled tribes and
other backward classes.

A large number of companies in India are family-controlled. In these
companies, managerial personnel are selected from among members of the
controlling family and their position as well as upward mobility is determined by
family considerations. Thus in many Indian firms, managers are selected not on the
basis of degree but by pedigree. The required qualifications for managerial posts
are ‘good family connections’ or recommendation by an influential minister. Since
Indian companies encourage aristocracy instead of meritocracy, of rewarding status
rather than talent, many well qualified young men without pedigree feel frustrated.
Since, widespread nepotism there is they cannot attract talented people from the
market.

However, the employer in this country is not always free to choose the best
candidate. Agreement with unions may influence the selection process. Sometimes,
it may be necessary to take candidates from the union. Moreover, the government’s
influence in the recruiting process should not be overlooked. In public sector
appointments, a small percentage of posts are kept reserved for schedule castes
and tribes, OBCS and sometimes for the physically handicapped.
Headhunting: Very senior managers are sometimes recruited by a process known
as ‘executive search’ or ‘headhunting.’ Its advocates believe that the best candidates
are not only those who reply to advertisements or look for new jobs but also those
who are successful in their present jobs and are not thinking of moving elsewhere.

On receipt of a commission from a client, the headhunter will search for
potential candidates:

(i) In competing businesses
(ii) In the membership lists of professional bodies, newspapers
(iii) Through confidential headhunting network

Selected candidates are then approached discreetly and one or two of them
are introduced to the client firm.

The advantage in headhunting is that, top managers already in employment
will not bother to read job advertisements, newspapers and other media and can
be reached only by this means. Secondly, senior managers prepared to consider a
move sometimes make this known to leading headhunters, even though they would
not openly apply for the post.
Headhunting has its disadvantages.

1. Headhunting is highly disruptive to successful business, which stands to lose
expensively trained senior managers

2. A headhunted individual might subsequently be enticed by other headhunters
to leave his new firm after a short period. To avoid this, some companies
attach golden handcuffs to senior management position i.e., they pay large
cash bonuses which are only available to executives who stay with the firm
for a certain number of years.

3. An unsuitable candidate might bribe the headhunter to recommend him for
the vacant job.
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Domestic Vs Global Sources
Recruitment practices differ depending on the type and level of employment
employee require, of course, but they also differ between countries. Recruitment
is an issue that is becoming more international. Not only has the growth of
multinational enterprises meant that they now recruit in many countries, but there
has also been a growth in organizations that recruit for their domestic workforce.
This is particularly the case in the European Union, where work permit and other
barriers have been abolished. It applies to such areas as business services and IT,
and to the public sector for staff such as nurses.  It is more common in the smaller
EU countries, and it is dynamic. The Republic of Ireland, or example, which used
to export labour through emigration, now imports qualified workers.

Governments are also involved in the recruitment process, through both the
provision of recruitment services and legislation—mainly concerned with
discrimination. Discrimination against job seekers for reasons of race, gender, age
or legal history, or because they belong to a disadvantaged group in society, is seen
as undesirable from a moral, legal and, sometimes, organizational point of view.
Monitoring staffing practices and outcomes to avoid discrimination is, therefore,
relevant to many HR managers.

There are three specific areas of country difference that international HR
managers must be aware of:

 The type of labour legislation—which varies from one country to another
in terms of scope, whether it conveys an employer or employee bias,
how recent the codification and particular areas of deficiency in the
behaviour of individuals, organizations and institutions

 The type of labour market—which may be internal or external
 The recruitment sources usually tapped to attract people

Internal and External Labour Markets
There are also marked differences across countries in terms of labour markets.
Germany, Japan, France and Switzerland are noted for generally having internal
labour markets where recruitment tends to be focused on specialized entry points
at low levels of the hierarchy, and wherein promotion is through internal assessment.
Internal labour markets are considered to have such benefits as improved morale,
commitment and security among employees, more opportunities to assess (and
more accurate assessment of) competencies and accrued knowledge, more control
over salary levels given the lower exposure to market forces, and more specialized
HR skills around dedicated entry points (such as graduate recruitment). The
downside, however, can be high levels of political behaviour associated with
advancement, informal ‘glass ceilings’ that go unchallenged, complacency and
structural shocks when major market and technological changes force changes in
the whole vocational educational and training system and require a significant
overhaul of the whole HR system.

Britain, the US, Denmark, the Netherlands and Hong Kong tend to be
characterized as external labour markets where candidates can move in and out
of the hierarchy at any level. How do you get promoted in Britain? You change
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jobs. The advantages of such labour markets can be the opportunity to bring in
new blood as part of culture-change processes, insights into competitor capabilities,
and the ability to respond to equal opportunities.

IT and Recruiting on the Internet
In accordance with the research by the Society for Human Resource Management,
the Internet is used by 96 per cent of all job seekers. This makes it the most
commonly used mode of searching. On the other hand, the Internet is used by 88
per cent of recruiters to advertise for new opportunities and vacancies. This
approach is considered cheaper, faster and highly efficient by firms and candidates.
Applicants can make use of a number of websites that can be availed on the Internet,
for this purpose. The applicants can make use of these websites for submitting their
resumes and similarly, prospective employers can check these resumes for
candidates who may suite their requirements. These websites also have a system
to match the requirements with the skills of the candidates. Recently, firms have
found it more convenient and effective to construct their own websites, wherein
they advertise the job vacancies. Websites prove to be speedy, convenient and
cost-effective for applicants who use the Internet to submit their resumes. The
resumes are then converted into a standard format that uses the software to make
a short list of candidates. This is in accordance with the set criteria such as
qualifications, experiences, etc. The requirements are furnished by the HR
department which also generates the profiles of candidates from the company’s
database.
Recruitment alternatives: Recruiting sources are equipped for locating and hiring
full-time and permanent employees. Nevertheless, economic facts, combined with
the trends of management such as rightsizing, have caused the emergence of slightly
different focus. A large majority of companies is presently hiring temporary
employees, leased employees and are using independent contractors.
Temporary help service: Temporary employees prove to be specifically valuable
when meeting short-term fluctuations in the need for human resource management.
Though they are traditional in their way of handling office administration, yet
temporary staffing services have expanded to a broad range of skills. It is possible
to hire temporary computer programmers, accountants, technicians, administrative
assistants, etc.
Leased employees: Leased employees tend to be with a firm for a long time.
They work are employed with the organization in accordance with a leasing
arrangement. If a firm is on the lookout for employees who are specifically skilled,
it gets in touch with leasing firms. These firms cater them with leased employees.
Leased employees are trained well. The leasing firm screens them, as required and
gives them proper training. They are assigned to organizations with absolute
guarantee. In case a leased employee does not perform, the organization is given
a replacement or the paid fee is returned. This is also beneficial to the employee
who is being leased. There are a few workers who like their lives to be flexible.
When they are on lease, it allows them the choice to work at their convenience
and for as long as they desire.
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Independent contractors: Independent contracting is an alternative method of
recruitment. Firms may prefer hiring of independent contractors for specific jobs
that are located within or outside its premises. The system of independent contracting
is beneficial for the organization as well as for the worker. In this case, the worker
is different from an employee, since it is more economic for the company with full
or part-time employees, in terms of social security schemes such as provident fund,
insurance, gratuity, etc. In addition, this is also a good way to keep ideal workers
in association with the firm. If an individual is allowed the freedom to work from
home, as per his convenience of time, it is beneficial to both, the firm and the
individual.

2.4.3 Selection
Selection, either internal or external, is a deliberate effort of organizations to select
a fixed number of personnel from a large number of applicants. The primary aim of
employee selection is to choose those persons who are most likely to perform their
jobs with maximum effectiveness and remain with the company. Thus, an attempt
is made to find a suitable candidate for the job. In doing so naturally many applicants
are rejected. This makes selection a negative function.

According to Yoder, ‘the hiring process is of one or many ‘go-no-go’ gauges.
Candidates are screened by the employer and the short-listed applicants go on to
the next hurdle, while the unqualified ones are eliminated.’

Essential Elements of Selection Procedure
The selection procedure adopted by an organization is mostly tailored made to
meet its particular needs. The thoroughness of the procedure depends on three
factors:

First, whether the nature of selection is faulty or safe because a faulty selection
affects not only the training period that may be needed but also results in heavy
expenditure on the new employee and the loss that may be incurred by the
organization in case the job-occupant fails on his job.

Second, the policy of the company and the attitude of the management. As
a practice some companies usually hire more than the actual number needed with
a view to removing the unfit persons.

Third, the length of the probationary or the trial period. The longer the period,
the greater the uncertainty in the minds of the selected candidate about his future.

The hiring process can be successful, if the following preliminary requirements
are satisfied:

(i) Someone should have the authority to hire. This authority comes from
the employment requisition, as developed by an analysis of the
workload and workforce.

(ii) There must be some standard of personnel with which a prospective
employee may be compared, i.e., there should be available,
beforehand, a comprehensive job description and job specification as
developed by a job analysis.
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(iii) There must be a sufficient number of applicants from whom the required
number of employees may be selected.

Developing and Using Application Forms
The application blank or application form and employment interview are the two
most widely used selection methods and they are often used in combination to
supplement each other. Let us discuss the application form here.

The application form provides the following information:
(i) Identifying information such as name, address, telephone number
(ii) Personal information such as marital status, age, dependents, place of

birth
(iii) Physical characteristics, such as, height, weight, health, defects,

identifying marks
(iv) Family background
(v) Education, academic, technical and professional
(vi) Experience
(vii) References
(viii) Miscellaneous comments including hobbies, financial status,

membership of professional bodies
(ix) Reasons for seeking job in the organization

Some are of the opinion that application forms should be used to secure
quantitative information whereas interviews should be used to gather qualitative
information. But actually it is difficult to draw a clear line of demarcation between
qualitative and quantitative information. A more practical approach is to gather as
much factual information as possible on the application blank and then follow up in
the interview with detailed questions on them.

Building Employee Commitment
Some of the measures to build high employee morale in an organization include:
 Unity of interests: Integration of worker’s goals with organization’s

objectives will create employee’s confidence and build up high morale.
 Leadership confidence: Managers who are sincere, sympathetic and

democratic in their attitude towards employees can easily establish confidence
in their leadership.
 Sound wage structure: Complete wage plan incorporates guaran-teed base

wage incentive for productivity and other fringe benefits.
 Favourable work environment: Good working conditions create job

satisfaction. A satisfied labour force is an invaluable asset of an enterprise.
 Higher-order need satisfaction: Workers should be given ample

opportunities to satisfy their social and egoistic needs.
 Other measures: Employee counselling, good promotion policy, grievance

redressal procedure, proper selection techniques, induction training,
collective bargaining are some of the other measures to enhance employee
morale.
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Check Your Progress

7. What is the difference between recruitment and selection?
8. Which is the most widely used technique for selection?
9. Why should recruitment from within the organization be encouraged?

10. What are the disadvantages of internal recruitment?
11. What is blind advertisement?
12. What is raiding?
13. Why is selection considered a negative process?
14. State two measures that can be taken to build high employee morale.

2.5 PLACEMENT

After selecting a candidate, he should be placed on a suitable job. It involves
assigning a specific rank and responsibility to an employment. Most organizations
put new recruits on probation for a given period of time (say 6 months or 1 year)
after which their services are confirmed following successful completion of the
probationary period. If the performance is not satisfactory, the organization may
extend the probation or ask the candidate to quit the job. However, if the employee’s
performance during the probation period is satisfactory, his services will be
regularized and he will be retained permanently on the job.
The employee placement process is shown figure 2.2.

Fig. 2.2 Employee Placement Process
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Placement is an important HR activity. If neglected, it may create employee
adjustment problems leading to absenteeism, turnover accidents, poor performance,
etc. Pigors and Myers have defined placement as ‘the determination of the job to
which an accepted candidate is to be assigned and his assignment to that job. It is
a matching of what the supervisor has reason to think he can do with the job
demands; it is a matching of what he imposes in terms of strain, working conditions,
etc., and what he offers in the form of pay roll, companionship with others,
promotional possibilities, etc’. Proper placement helps to improve the employee
morale. If a candidate adjusts himself to the job and and continue to perform as
per expectations, it might mean that the candidate is properly placed. However if
the new employee has problems in adjusting to the job and continues to perform
below expectations, he might be misplaced. Such new recruits should be assigned
some other more suitable jobs, or they must be given further training to make them
fit for the job.
Problems of placement: Some problems might crop up while placing an employee
on a job. These problems could include the following:
 Expectations of the employee from the job.
 Expectations from the employers are more than the employee’s abilities or

skills.
 Technological changes might result in mismatch between the job and the

employee.
 Change in the organizational structure may result in changes in the job. These

changes result in a misfit between the employee and the job.

Probation and Confirmation

Confirmation of employment post probation period: letter to employee
This is a formal letter to employees who have completed their probation period
successfully. It confirms their appointment to the new post. It aids compliance with
employment legislation.

About this document
This letter is to be used by any employer, to send to their employee when the
employee has completed their probationary period of employment. This is usually
after three months of employment. However it may differ, depending on the
conditions that have been agreed with the employee.

This confirmation and end of probationary period letter contains a paragraph
that relates to the probationary period in the employee’s employment contract. This
letter states that the employee’s performance has been satisfactory and it confirms
the employee’s appointment to the designated job.

Application and features
This letter is:
 Suitable for any employee and any employer
 A formal letter that aids compliance with employment law
 Written in plain English
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Contents
This letter contains the following:
 Correspondence address of employee
 Background to the letter
 Reference to contract of employment, statement of particulars as appropriate
 Confirmation of appointment

2.5.1 Induction
According to R.P Billimoria, induction or orientation is ‘a technique by which a
new employee is rehabilitated into the changed surroundings and introduced to the
practices, policies and purposes of the organization’. A formal orientation tries to
bridge the information gap of the new employee. When a person joins an
organization, he is a stranger to it. He may experience a lot of difficulties which
could lead to tension and stress in him. This in turn can reduce his effectiveness.

Need for Orientation
In an organization, orientation is required for overcoming employee anxiety, reality
shocks and for accommodating employees.
 New employees experience a lot of anxiety in an organization. This is a natural

phenomenon which can be overcome through orientation.
 An employee joins an organization with certain assumptions and expectations.

When these expectations do not match with reality, the new employee
experiences a reality shock. Effective orientation programmes help to reduce
this reality shock by providing a more realistic expectation on the part of the
new employee.
 Proper employee orientation helps to accommodate the new employee with

existing employees by developing new acquaintances and understanding of
the various aspects of the job.

Content of the Induction Programme: Keith Davis has listed the following
topics that need to be covered in an employee’s induction programme:

Table 2.1 Topics of an Induction Programme

1. Organizational Issues
 History of the company
 Names and titles of key executives
 Employees’ title and department
 Layout of physical facilities
 Probationary period
 Products/ Services offered
 Overview of production processes
 Company policies and rules
 Disciplinary procedures
 Employees’ handbook
 Safety steps

2. Employee Benefits
 Pay scales, pay days
 Vacations, holidays
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 Rest pauses
 Training avenues
 Counselling
 Insurance, medical, recreation, retirement benefits

3. Introductions
 To supervisors
 To co-workers
 To trainers
 To employee counsellors

4. Job Duties
 Job location
 Job tasks
 Job safety needs
 Overview of jobs
 Job objectives
 Relationship with other jobs

Types of Induction Programmes
Let us discuss different types of induction programmes.
(a) General Induction Programme
Once an offer of employment has been extended and accepted, the final stage in
procurement function is concluded. The individual has then to be oriented towards
the job and the organization. This is formally done through a process known as
induction or orientation. Induction is a welcoming process—the idea is to welcome
the candidate, make him feel at home in the changed surroundings and to introduce
him to the practices, policies and purposes of the organization. The necessity of an
induction programme is that when a person joins an organization, he may feel
strange, shy, insecure and/or nervous. Induction leads to reduction of such anxieties.
(b) Specific Orientation Programme
Specific orientation is conducted by the foreman. Induction is specific and requires
skill on the part of the foreman. A new employee must be provided operational
knowledge that is specific to the position and location. The immediate boss
(foreman) is responsible for such induction and training. Every new employee should
know

(i) the people he/she works with
(ii) the work he is responsible for
(iii) the result to be accomplished
(iv) the current status of the work
(v) his relationships in the organization
(vi) reports and records he must understand and maintain
(vii) operating policies, procedures and rules
(viii) service group available to help him

The purpose of specific induction is to enable an employee to adjust himself to his
work environment.
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(c) Follow-up Induction Programme
The purpose of the follow-up induction programme is to find out whether the
employee is reasonably satisfied with the job. It is usually conducted by the foreman
or by a specialist from the personnel department. Through guidance and counselling,
efforts are made to remove the difficulties experienced by the newcomer. Usually,
follow up induction takes place after about one or two months from the time of
appointment.

2.5.2 Internal Mobility: Promotion and Transfer
A promotion is the transfer of an employee to a new position which commands
higher pay, privileges or status compared with the previous position. A promotion
takes place when an employee moves to a position higher than the one formerly
occupied. In other words, it is a vertical move in rank and responsibility. Some
definitions given by authorities on the subject are repro-duced below:

‘A promotion is the transfer of an employee to a job which pays more
money or one that carries some preferred status.’

—Scott and Clothier
‘Promotion is a term which covers a change and calls for greater
responsibilities, and usually in-volves higher pay and better terms and
conditions of service and, therefore, a higher status or rank.’

—Prof Mamoria
‘Promotion is the upward reassignment of an individual in an
organization’s hierarchy, accompanied by increased responsibilities,
enhanced status, and usually with increased income, though not always
so.’

—Arun Monappa and Saiyadain

From the above definitions, we can conclude that promotion usually implies
several things to the person concerned - higher status, both at work and in the
outside community, more pay and fringe benefits, perhaps greater job security and
a more senior position from which a person renders better service to his
organization. Employees expect to be informed about ladders of promotion, how
they can prepare themselves for advancement and what will be expected of them
from the higher-rated jobs.

Types of promotion
The different types of promotions are described below:

1. Limited promotion: It is also known as upgrading. It is the movement of
an employee to a more responsible job within the same occupational unit
and with a corresponding increase in pay. Thus, upgrading means an increase
of pay on the same job or moving to a higher scale without changing the
job.

2. Dry promotion: It is a promotion as a result of which there is no increase
in the employee’s pay. Dry promo-tions are given in lieu of increases in
compensa-tion. It is usually made decorative by giving a new and longer
job title to the employee.
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3. Multiple chain promotion: It provides for a systematic linking of each
position to several other posi-tions. Such promotions identify multi-
promotional opportunities through clearly defined avenues of approach exist
in the organization.

4. Up and out promotion: Up and out promotion leads to termination of
services. In this type of promotion, a person must either earn a promotion
or seek employment elsewhere.

Bases of promotion
Different promotion systems are in vogue in a variety of organizations. Of them the
following are considered as most important:

1. Promotion based on seniority
2. Promotion based on merit
3. Merit cum seniority promotion
4. Promotion by selection
5. Time bound promotion
6. Temporary promotion
1. Promotion based on seniority: Seniority-based promotion systems are

based on the length of service of an employee in an organization. Seniority
systems put a premium on the length of serv-ice and job experience. In the
case of promotion based on seniority, the employees are promoted to higher
positions purely based on the length of service irrespective of their
qualifications, experience, per-formance and track record of the work. Trade
unions prefer sen-iority as a basis of promotion because; by-offs, recalls
and discharges are frequently based on seniority. The seniority promotion
plan is as old as civilization. In business, however, it is not always dependable
as a promotional policy. It survives simply because no better system has been
evolved. If the seniori-ty principle is adopted, capable young men will quit
to look for better prospects elsewhere. Normally this method of promotion
policy is seen in government services and in services of quasi governmental
organizations. Unless the official has a very poor and bad work record, he
is automatically promoted to higher position purely based on his service
seniority.
Arguments for promotion by seniority:
 The system is simple to understand. All employees are assured of

promotion which will be effected automatically, when it is due.
 Seniority is a factor which can be measured quantitatively; it is easily

explained and understood and therefore, escapes charges of favouritism
and discrimination.

 The management will have a familiar person. This reduces the risk
associated with bringing an unknown person from outside.

 Seniority as a criterion for promotion makes its impact on the reduction
in employee turnover.
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 Seniority is considered to contribute to the employees’ abili-ty on the
assumption that the longer a person does a job, the more he learns about
it.

 Promotion by seniority satisfies the personal aspirations of the
employees. This results in better morale of the employees.

Arguments against promotion by seniority:
 If the seniority principle is adopted, capable young men are likely to

become impatient and will quit to look for better prospects.
 The internal sources may be quite inadequate to meet the growing

requirements of the organizations.
 If the worth of an employee is not appreciated and given due recognition,

it results in frustration and low morale of the employees.
 With the fast changing world of technology it is necessary to infuse new

blood into the organization. This is denied when the policy of promotion
is by seniority.

2. Promotion based on merit: Under promotion based on merit, employees
are promoted to higher positions purely on their per-formance and work
record. Here, the management will look into the qualifications, experience,
previous work record, performance capability, etc. The service seniority of
the employee would not be considered for promotion. In principle, it is agreed
by all that promotion should be based on merit. The use of merit as a basis
for promotion causes difficulties because what management regards as merit,
trade union may consider as favouritism. Therefore, as far as possible, merit
rating should be based on operating facts.
Promotion by merit method is normally followed in majority of commercial
and industrial enterprises, where the main considera-tion is assessment of
an employee for promotion based on his efficiency and work performance.
Arguments for promotion by merit:
 Promotion by merit brings rewards for meritorious work. This encourages

an employee to work hard and advance in the organization.
 Promotion by merit enhances organizational efficiency and maximizes

utilization of talent.
 Promotion by merit acts as a motivator. This leads to in-creased

productivity.
Arguments against promotion by merit:
 When management adopts merit as a basis for promotion, it must evolve

controls to recognize merit objectively, which will refute the allegations
of favouritism. This is very difficult to achieve.

 Trade unions regard merit as favouritism. They distrust the sincerity of
management when it claims the right to promote solely on merit.

 Efficiency in the present job does not necessarily predict ability to do
well in a job with greater responsibility.
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 The devices used for judging ability such as performance appraisal ratings
and confidential reports are not above subjec-tivity. It is this problem of
bias in judging merit that makes employees oppose merit as a base for
promotion.

3. Merit cum seniority promotion: Promotion based on ‘Merit Cum
Seniority’ would have a blend of the advantages of both the systems
discussed above. Both the service seniority and work efficiency will be taken
into account in promoting an employee. These two possibly conflicting
factors—seniority and merit—frequently pose problems in considering
employees for promotion. From the point of view of organizational efficiency,
merit seems to be the logical basis of promotion and therefore, management
would like it to be the only factor. Trade Unions, want seniority to be
considered as the basis for promotion, since it is an objective and impartial
method of judging employees for promo-tion. A sound management will
pursue a policy of properly balancing these two factors, i.e., seniority and
merit. An employee who has service seniority with the desired level of merit
and effi-ciency would be given priority in promotion to the next cadre over
others having only one of them. Merit cum seniority method has been
considered as the best method of promotion as it gives due weightage to
the skill efficiency and better service record of the employee.

4. Promotion by selection: It is a process through which employees are
promoted after undergoing rigorous tests and screening. The service records
of all the employees due for promotion are screened and scrutinised by a
committee appoint-ed for that purpose. The committee will scrutinise the
past records, the merit, the qualification and experience of the employees
due for promotion to a cadre. Under this system employees with service
seniority or better qualifications and experience need not be promoted
automatically. The employees are put to various tests and interviews before
a final selection is made and some employees are promoted.

5. Time-bound promotion scheme: Under this method, employees would
be promoted according to the standards of time set for promo-tions to higher
cadre, subject to the condition that they possess the minimum qualification
required for entry into a higher position. Neither seniority nor merit will be
considered here. The employees may have to pass some departmental
examinations or tests for being considered for such a promotion.

6. Temporary promotion scheme: This is also known as officiating
promo-tion scheme. Under this method, officials are promoted temporari-ly
to higher positions in case there are vacancies and if they are due for
promotion. Such temporary promotion is no guarantee for a permanent
promotion, though normally temporary promotions are automatically made
permanent, if the service of the employee during the officiating period is
satisfactory. It is like keeping the employee under some sort of probation at
the higher position before he is confirmed.
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Promotion Policies and Procedures
Whatever may be the type of promotion fol-lowed by the management, there
should be a definite promotion policy which should be effective and protect the
interest of the employees due for promotion. A concrete, comprehensive and
real-istic promotion policy should be evolved covering the following points:

1. Promotion policy statement: A corporate policy on promotion helps to
state formally the organization’s broad objectives, and to formulate both the
organization’s manpower and individual career plans.

2. Ratio of internal promotion Vs external recruitment: A promo-tion
policy statement must state the ratio of internal promotions to the external
recruitment at each level. Such a statement will help manpower planners to
project the numbers of internally available candidates for vacancies.

3. Decide the basis for promotion: A promotion policy statement must
decide the basis on which promotions are to be given. Usual-ly promotions
are decided on the basis of performance appraisals.

4. Decide the routes for promotion: We have to identify the network of
related jobs. Such an exercise will help in succession planning and also help
aspirants to acquire the necessary formal qualifications or on-the-job training.
This process would help in identifying the promotion channels. Once it is
finalized, it should be made known to the employees concerned.

5. Communicate the promotion policy: The organization should
communicate its promotion policy to its employees. Such an exer-cise will
help aspirants to acquire the necessary formal qualifi-cations, encourage them
to attend suitable external development programmes etc.

6. Lack of promotional avenues: In an organization there may be some
deserving candidates who will not get promoted due to lack of available
positions. In such cases where employees perform adequately in their present
jobs, wage increments should be forthcoming.

7. Determination of seniority: A ticklish area in the formation of a promotional
policy is the determination of an employee’s seniority. Should the seniority
be plant-wise, unit-wise or occupation-wise? Generally, seniority is unit wise.

8. Relationship of disciplinary action to promotion: Another area to look
into while formulating a promotional policy is whether there is any relationship
between any disciplinary action taken against an employee and promotion.
Does a disciplinary action cause a loss in employee seniority? If yes, then to
what extent?

Advantages of promotion policy:  The following are the benefits of a good
promotional policy:

1. A good promotion policy provides an incentive to work more effectively as
it recognises an employee who comes out with better work. It must however
tell employees in advance what avenues exist for advancement.

2. It develops employee loyalty by rewarding him and placing him in a higher
position in the organization for his efficiency.

3. It facilitates and increases job satisfaction.
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4. It increases work effectiveness in the organization.
5. It also attracts efficient employees to the organization.
6. It increases employee interest in training and self-development.
7. A promotion policy causes employees to believe that their turn will come

next and so they remain with the company. This reduces the labour turnover.

Demotion
Demotion is a process by which the employee is downgraded and sent to a lower
position from his current position. When an employee is moved to a job with less
responsi-bility, status or compensation, he is said to be demoted. Demo-tion is
the reverse of promotion. It is usually a punishment for inefficiency or incompetence.
According to D.S. Beach, demotion is ‘the assignment of an individual to a job of
lower rank and pay usually involving lower level of difficulty and responsibili-ty’.
According to Arun Monappa and Saiyadain, demotion ‘is a downward assignment
in the organization’s hierarchy to a lower level job which has less responsibility,
pay and status. Due to this hierarchical repositioning it has a negative connotation
and may lead to employee dissatisfaction. Demotions, being a serious penalty, must
be handled tactfully. The usefulness of demotion as a punitive measure is questioned
on many grounds. A demoted employee will be always dissatisfied and his
dissatisfac-tion may spread to co-workers affecting adversely the morale,
produc-tivity and discipline of the work-force.

Causes of demotion
 Demotion may be used as a disciplinary weapon.
 Demotion may be resorted to when, employees because of ill health or

personal reasons, cannot perfrom their job properly.
 If a company curtails some of its activities, employees are often required to

accept lower-level position until normalcy is restored.
 If an employee finds it difficult to meet the job requirement standards,

following his promotion, he may be reverted to his old position.

Conditions for demotion
Demotions serve a useful purpose in the sense that they keep the employees alert
to their responsibilities and duties. Demotion will serve its purpose if it satisfies the
following conditions:
 Violations of rules and regulations of the organization would subject an

employee to demotion. Here, it should be noted that serious violations of
rules and regulations would only warrant such a drastic action. Demotion
should never be made as penalty for violation of the rules of conduct, poor
attendance record or insubordination.
 There should be a proper and detailed investigation of any alleged violation

of rules and regulation.
 If any violations are found, there should be consistent and equitable

application of the penalty. A hasty decision should be avoided.
 There must be a provision for review.
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 Demotions have a serious impact and emotional turmoil on the employees.
Therefore, demotions are made quite infrequently.

Job Rotation
Job rotation involves moving employees from one job to another to broaden their
experience. Jobs themselves are not actually changed, only the employees are
rotated among various jobs. An employee who works on a routine job moves to
work on another job for some hours/days/months and returns back to the initial
job. Transferring of employees from job to job and from department to department
in a systematic manner is called job rotation. The idea behind this is to give the
employees the required diversified skills and a broader outlook, which is very
important for the employees and managers. Many organizations are now showing
greater interest in having their employees  perform several job functions so that
their workforce is more flexible and interchangeable. Organizations should provide
a variety of job experiences for those judged to have the potential for higher ranks
before they are promoted. Organizations may also require all managerial trainees
to participate in an extensive job rotation programme in which the trainees must
perform all jobs they will eventually supervise. This helps managers develop a
broader background required for future managerial positions. For example,
management trainees in a HR department may be rotated to a variety of HR
departments (e.g. recruiting, selection, compensation) to gain broader experiences
as HR professionals. Departments can exchange personnel for a certain period so
that each employee understands how other departments are functioning. Job rotation
increases the interdepartmental cooperation and reduces the monotony of the work.
Job rotation provides the following advantages to the organizations as well as the
employees:
 Employees gain rich experience in handling diverse jobs. They become more

versatile and adaptable.
 The employee can decide in which job he is more suitable after handling

different and diverse jobs.
 He is also able to understand how other fellow workmen are able to perform

under a different set of constraints, and therefore able to understand others
work in a better fashion.
 An employee can fill in for other employees who are absent. It is also easier

for the supervisor, as he can be more flexible while scheduling the work.
 A broader perspective of understanding work results in the reduced need

for supervision.
 Job rotation relieves the employee from boredom and monotony, improves

the employee’s skills regarding various jobs and prepares worker’s self-
image and provides personal growth.

Job rotation may pose several problems:
 Job rotation especially poses problems when the trainees are rolled on various

jobs at frequent intervals. In such a case, employees do not usually stay long
enough in any single phase of the job to develop a high degree of skill and
expertise.
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 The system is also not good for slow learners, as there is little room for them
to fully learn the job properly.
 A substantial amount of managerial time is lost when trainees change positions,

because they must be acquainted with different people and techniques in
each department.
 Frequent job rotations are not advisable in view of their negative impact on

the organization and the employee.

Transfer
A transfer is a change in job assignment. It does not involve a change in responsibility
and status. A movement of an employee between equivalent positions at periodical
intervals is know as ‘transfer’. Transfers may be either organization initiated or
employee initiated. An organization may initiate a transfer to place employees in
positions where they are likely to be more effective or where they are better able
to meet work schedules of the organization. This is known as organization initiated
transfer. Employee initiated transfers also known as ‘person-nel transfers’ may be
initiated for several reasons which may include a need to have a change of boss or
a change of location or to avoid interpersonal conflicts with their present colleagues
or to join their friends and relatives.
The following are some of the proposed definitions of transfer:

‘A lateral shift causing movement of individuals from one position to
another usually without involving any marked change in duties,
responsibilities, skills needed or compensation’.

—Yoder
‘Transfer is a change in assignment in which the employee moves to
another job at approximately the same level of responsibility,
demanding about the same skill and at about the same level of pay’.

—Arun Monappa and Mirza Saiyadain
‘A lateral movement of an employee, not involving promotion or
demotion, is described as a transfer. A transfer therefore does not
involve a material change in responsibility or compensation’.

—R.S. Davar

A transfer may be either temporary or permanent, depending upon the need,
and may occur within a department, between departments and divisions, or between
plants within a company. A transfer may require an employee to change his work
group, work place or organizational unit. It should be the aim of any company to
change positions of employees as soon as the capacities increase and vacancies
warrant.

Types of transfers
There are different types of transfers depending on the purpose for which the
transfers are made. Judg-ing from the viewpoint of purpose, there are nine type of
trans-fers. They are:

1. General transfers
2. Production transfers
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3. Replacement transfers
4. Shift transfers
5. Remedial transfers
6. Versatility transfers
7. Punishment transfers or Penal transfers
8. Request transfers or Personal transfers
9. Mutual transfers
1. General transfers: These are normally affected during a particular period

of the year, wherein all employees having completed a particular period of
service in a post, or at a place are involved. Definite rules and regulations
are to be followed in effecting such transfers. These transfers are followed
in big organizations, quasi-governmental organizations and government
departments.

2. Production transfers:These are normally made from one department where
the need of the employee is less, to another department where employee
demand is more. This type of transfer is made to avoid lay-off of efficient
and trained employees by providing them with alternative positions in the
same organization. These changes help to stabilize employment in an
organization and therefore require centralized control. Al-though it is called
production transfer, similar situations can also exist in non-manufacturing
enterprises or divisions where an employee is transferred from one
department to another for simi-lar reasons.

3. Replacement transfers: These are transfers of long-service employees
to similar jobs in other departments where they replace or ‘bump’ employees
with shorter service. Replacement transfers are also affected to replace
persons leaving the organization, due to resignations, retirements, dismissal
or death. Quite often such transfers are affected to change a new employee
who has proved to be ineffective in the organization. The object of these
transfers is also to retain the efficient and trained employees as long as
possible, but in this process some short-service employees may be thrown
out of employment.

4. Shift transfers: These are transfers of workers from one shift to another
on the same type of work. Workers generally dislike second or third shift,
as it affects their participation in community life. To minimize this, shift
trans-fers are affected. Shift transfers also help workers to escape routine
fatigue.

5. Remedial transfers: These are transfers made to remedy some situation
primarily concerned with employee on the job. Remedial transfers provide
the 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.

6. Versatility transfers: The objective of these transfers is to increase the
versatility of the employee by shifting him from one job to another. In this
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way, the employee is provided a varied and broad job experience. This
transfer is also known as ‘rotation’ transfer. Versatility transfers, besides
resulting in greater satisfaction of the workers through job enlargement, also
creates a work force, which can be conveniently shifted to other jobs in time
of necessity.

7. Punishment or penal transfers: These transfers are punishments meted
out to erring employees. Quite often the employees are transferred from one
place to another so that they are made to work in a situation of risks and
hazards. Sometimes, transfer is used as a concealed penalty. A trouble-maker
may be transferred to a remote branch where he cannot continue his activities.

8. Request transfers: These type of transfers are done on the request of the
employee. It is normally affected on humanitarian grounds, to help the
employee to take care of his family and person-al problems.

9. Mutual transfers: When transfers turn out to be mutual be-tween two
employees, such transfers are known as mutual trans-fers. Usually the
organization concedes to the request of employees for transfer, if another
employee is willing to replace. Therefore, request transfer turn out to be
mutual trans-fers.

Transfer Policies and Procedures
It is clear that transfers are made for a number of reasons and are initiated by either
the supervisor or the subordinate. If transfers are left entirely to the discretion of
supervisors or employees, a number of problems are likely to occur such as
favouritism or victimization. To avoid these problems it is necessary that every
organization should evolve a transfer policy. Every organization should have a just
and impartial transfer policy which should made aware to each employee. It is,
therefore, important that the company should formulate a policy to govern the
administration of all types of employee transfers, rather than decide each case solely
on the characteristics of that case. The absence of a well-formulated transfer policy
will undoubtedly breed a state of uncertainty amongst the employees. For a
successful transfer policy, proper job description and job analysis should be done.
Further, care should be taken to ensure that frequent or large-scale transfers are
avoided by laying down adequate procedures for the purpose. A systematic transfer
policy should provide for the following:

1. It should clarify the types and circumstances under which transfers will be
affected. The organization should specifically clarify the types of transfers
and the conditions under which these will be made.

2. It must locate the authority that may initiate and implement the transfer. In
other words, it should indicate who would be responsible for initiating and
approving the trans-fers.

3. It should indicate whether the transfer could be made only within a sub-unit
or also between departments, divi-sions and plants.

4. The transferability of both jobs and individuals should be examined in terms
of job descriptions, streams of specializa-tion, individual background and
training.
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5. It should indicate the basis for transfer. Should it be on the basis of seniority
or skill and competence?

6. It should prescribe whether, an employee previous seniority credit will be
retained, after he is transferred.

7. It should indicate to the transferee the pay scales, the exact wage and
perequisites that he would receive in the transferred job. If there is any
difference, it should be specified.

8. It should provide for timely communication of the transfer decision. The
transferee should be intimated about the transfer well in advance.

9. A transfer should be in writing and duly communicated to all concerned.
10. Transfer should not be made frequently.

Industrial practices vary and each organization must formulate its own policy
and rules in connection with transfers. In making transfers, it is advisable for the
organization to reimburse the employee the actual cost of moving the household to
the place of transfer. A transfer policy will help effective employee rede-ployment
and protect employees from arbitrary transfers.

Transfer procedure
1. Intra-departmental transfers: Transfers may be from one section to

another is the same department. Such cases of transfer are decided upon
by the Plant Manager and oral order is enough, there is no need to issue
transfer letter to the employee. It is however desirable that the personnel
manager be informed of such transfers.

2. Inter-departmental transfers: Transfers may be from one department to
another department within the same organization. Such transfers are known
as Inter-departmental transfer. These types of transfers are made by mutual
consultations between the concerned Plant managers. If such transfer is
permanent, a letter of transfer should be issued communicating to the
con-cerned employee that he has been transferred. Written orders, signed
by the personnel manager are issued to the employees.

3. Branch transfers: Transfers may be from one branch to another, or from
the head office to the branch office or vice versa. Since this type of transfer
involves transferring a worker to a new working environment, it should be
discouraged. Branch transfer involves a considerable change in working
conditions for the employees. It is also very expensive from the point of view
of the organization. In case of such transfers, advance notice should be served
to the employees.

2.5.3 Separations
Employee separation is a process which ensures that an employee who is leaving
the organization makes his exit in a structured and systematic manner. Several
companies take this process very seriously and therefore have a dedicated
department to handle the exit of employees from the organization. There are two
types of employee exits. They are:
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 Voluntary separation
 Involuntary separation

 Voluntary separation: When an employee leaves the company on his or her
own accord, it is known as voluntary separation. This type of separation is the
most common in organizations. In this type of separation, an employee gets most
of the benefits and perquisites due to him or her.
 Involuntary separation: However, in times of recession, the act of the
management’s request to an employee to leave the organization has become quite
common. This type of employee separation is known as involuntary separation. In
this type of separation, a separation package might be given to the employee.
However, if the separation is due to a disciplinary issue, the employee might not
get anything at all.

The Process of Employee Separation
The employee separation process begins from the moment the employee puts
forward his notice to the employer about his intention to leave the organization. In
earlier times, this process, usually known as ‘putting in one’s papers’, was done
by submitting a formal resignation letter. However, in recent times, resignation is
generally given through email.

Once the employee gives his/her notice to leave the organization, the human
resource (HR) department of the company ‘freezes’ all the financial transactions
and records of the employee. The employee’s manager is responsible for ensuring
that the employee has properly handed over or completed the tasks assigned to
him/her.

The notice period usually ranges from one to three months. However, this
depends on the level at which the employee is working and the policies of the
organization. Moreover, the employee’s manager should have a proper handover
plan, which should cover all aspects of closing out on the work that the employee
was assigned.

Participants in the Employee Separation Process
Usually, the process of employee separation takes place along two parallel tracks.
One track involves the employee and the manager who is responsible for ensuring
that the tasks assigned to the employee have been handed over or completed
properly. The other track involves the employee and the HR department dedicated
for the separation process, who handle the employee benefits, such as provident
fund (PF), gratuity (if applicable), etc.

The separation process requires the HR manager at every step and in the
final exit interview. The final exit interview is conducted to assess the reasons as to
why the employee is leaving the company. It also takes the views of the employee
on work and in general. The employee is also asked to give the ‘de-motivating
factors’, if any, that might have been the reason for him/her to leave.

It recent years, the service sector is witnessing high levels of attrition. As a result,
it has become essential for organizations to have a structured process of separation
for systematic exits of employees. Organizations should ensure that this process is
dealt with in a professional and mature manner, especially without any bias.
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Dismissal
Dismissal is the process of separating a worker where the employer asks the
employee to leave, generally for the fault of the employee. The term is used in the
colloquial sense as ‘getting fired’ in America and ‘getting sacked’ in Britain.

Lay-off
Lay-off means the inability or refusal of a company to provide job to an employee
on the grounds of shortage of coal, power, or raw materials, or the breakdown of
machinery. A laid-off employee is not retrenched. In a lay-off, the name of the
employee must be in the muster rolls on the date they have been laid off.

Retrenchment
Retrenchment means the termination of service of an employee for any reason; but
it certainly isn’t a punishment imposed as a disciplinary action. The job can be either
terminated due to economy, installation of labour-saving machinery or other any
such industrial or trade reasons. Usually, the employee is given a month’s notice in
writing or is offered payment in place of such notice.

Termination
Termination of job can be of two types: (1) Voluntary termination, (2) Involuntary
termination. Also termed as the ‘pink slip’, job termination happens at the hand of
the employer. The terminations that occur due to a mutual agreement between the
company and the worker are termed as involuntary terminations. The end of an
employment contract for a particular period of time is one such example. There
are also age-related job terminations, where the employee leaves the company as
he reaches the pre-determined age of retirement.

Suspension
A company resorts to suspension of an employee for the violation of company
policy, or major breaches of policy. Work suspensions happen when a reporting
manager or supervisor considers an action of an employee, to be a violation of
policy that should amount to punishment. Depending on the company’s policy, it
might decide not to pay the employee during the suspended period. Some
companies which have paid suspensions will bar the worker from coming to work
but will still offer pay.

Death or Incapacity
In the case of death of a person, the company provides death benefits to the
surviving members of the deceased. The benefits may come in the form of cash
payments, where the family is provided some monetary relief, besides the monthly
pension. In case of labourers, who die during their working tenure, their spouse or
child is appointed in their place.

And when an employee is unable to perform any gainful employment due to
some physical or mental disability, illness, physical injury, advanced age, or intellectual
deficiency, the company initiates the separation method. Generally, the companies
provide for the employees who are separated on grounds of incapacity.
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Voluntary Retirement Scheme
The voluntary retirement scheme (VRS) was initiated to off-load excess manpower
without putting any pressure on the employee to quit. Usually, employees who have
attained 40 years of age or completed 10 years of service are eligible for this
scheme. The scheme can be availed by all employees, including workers and
executives, barring the directors of a company. Anybody who opts for voluntary
retirement is permitted 45 days’ emoluments for each completed year of service.
Or they are entitled to monthly emoluments at the time of retirement multiplied by
the left over months of job before the normal date of service, whichever is less. In
addition, the employees also receive their provident fund and gratuity dues. The
compensation gained at the end of VRS is not taxable, on the condition that the
retiring employee is not employed elsewhere.

Golden Handshake
Golden handshake method is the way of a company asking its senior executive to
leave in lieu of a huge sum of payment. A very profitable separation agreement is
offered to the employee as an incentive to retire.  A golden handshake is usually
offered for loss of employment through layoffs, firing or even retirement. The
company may offer several ways to make payment, such as cash, or stock options.

Check Your Progress

15. What do you mean by orientation?
16. What are the three types of induction programmes?
17. Why is there a need to include a general induction programme?
18. What is the purpose of follow-up induction programme?
19. What do you understand by dry promotion?
20. Give any one benefit of a good promotion policy
21. What is meant by shift transfers?
22. What measures should be taken to make a transfer policy successful?
23. What do the two tracks of employee separation process involve?
24. What is the meaning of golden handshake?

2.6 TRAINING

Training constitutes an important part of personnel management and it is the
personnel department of an organization which supervises training. Before we
proceed to understand the importance and other related aspects of training, it is
important to understand the meaning of the term ‘training.’

The dictionary defines the term training as, ‘The process of learning the skills
that one needs for a particular job or activity.’

According to Raymond A Noe, ‘Training refers to a planned effort by a
company to facilitate employee’s learning of job related competencies.’
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According to P. Bramley, training is ‘a process which is planned to facilitate
learning so that people can become effective in carrying out aspects of their work’.

The Manpower Services Commission (UK) defined training as ‘A planned
process to modify attitude, knowledge or skill, behaviour through learning
experience to achieve effective performance in an activity or range of activities. Its
purpose, in the situation, is to develop the abilities of the individual and to satisfy
the current and future needs of organization.’

The European Centre for the Development of Vocational Training defines
training as the ‘Activity or programme of activities designed to teach the skills and
knowledge required for particular kind of work.’

From the above definitions we can delineate certain elements that constitute
the concept of training and these elements are:

 Training is a process.
 Training is a planned and structured activity.
 Training is learning of job specific knowledge and skills.
 Training caters to the needs of the organization.

If we combine the above elements, the meaning of the term training would
be, ‘a planned and systematic process of imparting knowledge, skills and attitudes,
to achieve effective performance in an activity or range of activities.’

For better understanding of the concept of training, we have distinguished it
from learning, education and development in the following sections.

2.6.1 Need and Objectives of Training
Prosperity and growth are the two objectives which every organization wants to
achieve. To achieve these objectives every organization relies upon a competent
and skilled workforce. Training is the only means for the creation of a skilled and
competent workforce. Every organization, public sector or private sector, invests
considerably in training its workforce in order to achieve its growth objective. With
rapidly changing technology and with increasing consumer expectations,
organizations need to evolve and change accordingly. Every change implies new
products, new procedures and processes and this in turn means a continuous
updating of workers’ skill sets. Therefore, organizational growth requires a
continuous updating of workers’ skills through regular training. It is training which
improves the competency of an organization. It ensures that every worker is able
to perform up to the expected standards, and this in turn increases the possibilities
of the organization achieving its growth objectives. It is training which creates
competent workers capable of performing, which results in a competent
organization. In the following sections we shall learn about the advantages of training,
which accrue to both the organization and the individual.

Advantages of Training to an Organization
 Training improves the ability of the organization to face the challenges created

by the changing technology.
 Training increases the competency of the organization to face competition

from national and international competitors.
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 Training enhances the chances of organizational synergy.
 In organizations where multi-skilling strategies are followed, training ensures

work force flexibility.
 Organizations focus on training to produce a skilled work force. Most

organizations specify clearly the kind of skill they require in their workforce
to meet their job standards. In cases where the skill levels are lacking, the
organization ensures that adequate training is provided. For instance, when
the banking industry became computerized worldwide, the Indian public
sector banks also computerized their operations, not by hiring new workers
but by training the existing staff in IT skills. Therefore, investing in training
ensures the presence of a competent workforce working for the organization.
 Providing regular high quality training is perceived by the worker as a quality

of a good organization. Regular training programmes by the organization
keeps the morale of the workforce high and at the same time it generates
the feeling of ‘Company Cares’ among the workforce.

Advantages of Training to an Individual
 Training enhances an individual’s skill levels.
 Training provides an opportunity to develop one’s latent potential.
 Proper training increases the confidence of the worker to perform the

assigned task.
 Selection for a training programme is often perceived by the worker as a

sign of his importance for the organization.
 Learning new skills during a training stint often enhances the status of the

worker in the work place.
 Training in new skills may often open doors to more lucrative opportunities.
 Training improves internal and external job mobility.
 Training improves promotion prospects for the worker.
 Training and learning new skills raises the market value of the worker.

It is clear from the above discussion that without training even a well-designed
working process will fail to deliver the expected results.

2.6.2 Differences between Education, Training and
Development

The distinction between training and education becomes very clear if one looks at
both terms from Human Resource Management perspective. Trainers perceive
training as a very specific or task oriented process and education as a very broad
and a general term. Training is usually associated with the learning of a specific set
of skills to perform a particular kind of work, while education is generally associated
with learning of ‘skills for life’. Training is usually seen as a means for imparting
skills for performing a set of specific tasks in a predetermined procedure or process.
On the other hand, education is perceived as a more broad-based preparation for
life and the objective of education is to provide a general world view. Education
equips an individual with basic qualifications, while training equips an individual with
skills for specific jobs.
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The Manpower Services Commission (UK) defines education as:
Activities which aim at developing the knowledge, skills, moral values and
understanding required in all aspects of life rather than a knowledge and skill
relating to only a limited field of activity. The purpose of education is to provide
the conditions essential to young people and adults to develop an understanding
of the traditions and ideas influencing the society in which they live and to enable
them to make a contribution to it. It involves the study of their own cultures and
of the laws of nature, as well as the acquisition of linguistic and other skills
which are basic to learning, personal development, creativity and communication.

Following are some of the fundamental differences between education and training:

Education
 Is usually associated with children and youth
 Learning objective is broad based and general, for e.g. children in schools

learn social studies in which they are taught the basics of history, geography
and politics. In school the objective is not to train but to open minds.
 The focus of education is to transfer of fundamental and basic knowledge.
 With the coming of modern and formal school system, education has come

to mean a normal activity for a certain age group.
 Primary method of education is class room coaching with very limited

practical sessions. But with the introduction of vocational courses, the method
of education is getting to be more practice-oriented.
 The content and the syllabus are usually decided by the government bodies

and the whole education system is regulated by the government. The contents
are designed to suit the needs of society in general.
 The aim of education is to create a responsible citizen.
 Education takes place usually in formal establishments like schools and

universities.

Training
 Is usually associated with adults with jobs.
 Learning objective is very specific and is related to a particular task or job.

For e.g. an assembly plant worker is trained in a particular assembly process.
Here the objective is to teach only specific set of skills necessary for the
fulfilment of a particular task.
 Training is usually imparted at various levels, for instance, at entry levels, at

supervisory levels, etc. Training at every level differs and is focused to make
the worker/employee competent to undertake new set of tasks.
 Training methods are various and many, for e.g. on the job, off the job, etc.

It is the organization which decides on the training methods.
 It is the organization that decides the contents of training and the contents

are designed to suit the needs of the organization.
 The aim of training is to create an effective worker.
 Training usually takes place at work places like factories, assembly plants,

etc.
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Training and Development
Most organizations associate training with technical skills or manual competency,
hence training has more or less come to connote skill enhancement for creating
competent workers. Development, on the other hand, has come to be associated
with soft skills like decision making, leadership etc. Training aims at teaching a skill
set to an individual while development aims at nurturing the innate qualities of an
individual.

According to the Manpower Services Commission (UK), development is
‘the growth or realization of a person’s ability, through conscious or unconscious
learning. Development programmes usually include elements of planned study and
experience, and are frequently supported by a coaching or counselling facility’.

Development is a continuous process leading to self-actualization, while
training has no such lofty aims as it is limited in scope and in content. Training serves
as a means to achieve an end and that end is the creation of a competent employee.
Development can be seen as an end in itself, as training often leads to development.
In Human Resource Management perspective, the term training is usually used to
describe those set of activities which are specifically designed to help a worker in
achieving a prescribed set of performance standards which are measurable. On
the other hand, development is a gradual process of growth of an individual’s skills
and abilities and it cannot be quantified.

The following are some elements of development:
 The focus of development is on the individual’s latent potential.
 It is a long-term process and it manifests itself gradually.
 It is a continuous process and it aims at fulfilling an individual’s potential.
 It is the result of conscious and unconscious learning and it comes with

age, maturity and experience.
 It is reflected in better interpersonal skills and in better understanding of

human psychology.
 It cannot be taught formally, as it is based on guidance of and counselling

by superiors.
 Employee development is related to the organization’s future growth and

requirements.
 It is indicative of the growth of the learner (worker) and not of learning

(training).
 It caters to the need of self-actualization of an individual.
 Organizations focus on employee development with the intention of

making a long term investment. Organization’s efforts at employee
development bear results only in the medium- to long-term time scale.

Areas of Training: Knowledge, Skill and Attitude
Instructional objectives form a major component of any training programme. They
can be used to develop or select training materials and to guide instructors, trainees
and test developers. Instructional objectives serve a variety of purposes. These
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help to improve training design, evaluation, conduct of training, and also contribute
to the learning outcome.

Help to Design the Training
Clearly worded and effective objectives help to design the training precisely to fit
the needs of trainees and the organization. Written objectives indicate that conscious
decisions have been made about the knowledge, skills and abilities to include in
the training. If the organization requires the skills, knowledge and abilities described
in the objectives, based on the needs analysis process, they will be included. If
they are not needed, the organization will not include them at the cost of money
and time.

Basis for Clear Communication
Precisely worded objectives are unambiguous and are not open to misinterpretation,
hence they act as basis for communication with all persons involved with the
training—trainers, supervisors, managers and trainees. Objectives clearly imply the
roles everyone is expected to play during the training programme.

Key to Evaluation
Objectives serve as the basis for evaluating the overall success of a training
programme. The evaluation processes are entirely dependent on stating clear
objectives as a basis for measurement and evaluation. Instructional objectives are
effectively the benchmark for determining the training success because they clearly
outline what the trainee will be able to do at the end of training. In fact, once stated,
objectives automatically become the standard against which success is measured.
Trainers also use instructional objectives to establish test standards or acceptable
performance standards and these standards are often aligned with the instructional
objectives. In practice, we often find training designers developing tests immediately
after the instructional objectives are established. Trainers resort to this practice to
ensure that the test is in line with the objectives.

Instructional objectives also guide trainers to the best methods that help
trainees reach their goals by providing specific standards against which student
performance can be measured. Because objectives are written in terms of
demonstrable behaviours, trainers can measure the trainee’s progress through
question-and-answer session or through skills performance evaluations.

Instructional objectives delineate for trainees the extent of subject matter they
will be tested on, and this allows the trainees to prepare for testing accordingly.

Instructional objectives give test developers the details they need to select
and construct items for written, oral and performance tests. Results of these tests
can identify learning objectives that have not been met and allow trainers to identify
and correct such problems.

Simplify Training Administration
Training contents, trainers and training methodology together are just one wheel of
the cart. The other wheel is training administration, and both the wheels have to
rotate in tandem for ensuring a successful training programme. Establishing clear
instructional objectives simplifies administration of training. Well written objectives
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allow for efficient use of multiple trainers, improved design of training materials,
well organized evaluation process, etc.

Guide to Teaching
The term ‘instructional objectives’ literally means ‘instruction to achieve specific
predetermined objectives’. This implies that the instructor has to orient his teaching
towards the predetermined objectives. Hence, instructional objectives serve as a
guide to the trainer and as a framework for him to prepare lesson contents. All the
lesson contents prepared by the trainer or by the training designer use instructional
objectives as a framework. Use of instructional objectives as framework for content
ensures that:
 All lesson contents pertain to the stated objectives.
 All lesson contents that are needed are there.
 There are no gaps or time wasting duplications in lesson contents.
 There is no content that is simply not needed by the trainer.

Instructional objectives help the trainer to focus on ‘need to know’ content
and avoid ‘nice to know content.’ Instructional objectives make the trainer focus
clearly on the desired outcomes and determine what the trainees need to know
and do, in order to meet those established objectives.

Another purpose of objectives is to describe what the course will teach. From
a trainee’s point of view, this is very important as he would like to know whether
what is being taught will be applicable to his job or how the training can improve
his skill levels.

Instructional objectives offer specific directions to trainers who are developing
lesson plans. The objectives can be grouped together to form complete lesson plans,
or can be broken into smaller segments that teach specific tasks. We shall study
more about the connection between instructional objectives and lesson plan later
in this unit.

Influence on Other Human Resource Activities
Instructional objectives influence other human resource activities of the organization
through carry over effect. Instructional objectives can be used as a source by
supervisors and line managers to establish and validate performance standards.
These standards can be used by personnel department to perform effective
employee reviews. In fact, carefully analyzed training needs can be converted into
precise job descriptions.

Disadvantages of Objectives
The use of objectives is not universally accepted. Some of the arguments against
objectives are as follows:
 Objectives make training programmes inflexible by restricting the trainers

to the objectives material alone.
 Training designers and trainers find that writing down objectives restricts

flexibility.
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 Objectives require a categorical demonstration of outcomes. Trainers claim
that some forms of learning are not capable of quantitative demonstration
and evaluation. As a result, the more subjective forms of ‘soft’ training are
excluded.
 Too much time can be expended in formulating objectives and writing them

down.
 Instructional objectives are seen as behaviourally anchored outcome

measures and exclude the programme’s theory and knowledge content.
Instructional objectives are an extremely important component of instruction

because they directly integrate training with trainee’s evaluation and assessment.
Objectives provide a plan that enables the trainer to present information
systematically and logically to bring a programme of study to an effective conclusion.
Instructional objectives also help the trainer develop specific daily lessons and focus
on the key contents and skills students need to master the training objectives.

Types of Instructional Objectives
Different types of instructional objectives were identified in the 1950s. There are
three types of instructional objectives based on the work of Benjamin Bloom, a
behaviourist who focused his research on the study of educational objectives. He
believed that any given task favours one of the three psychological domains:
cognitive, affective or psychomotor. The cognitive domain is associated with an
individual’s information processing abilities; in other words it deals with knowledge.
The affective domain is connected to attitudes, values or feelings and the
psychomotor domain deals with skills that can be manipulative or physical. Using
the categories established by Bloom, instructional objectives also came to be
categorized into attitude development objective, knowledge development objective
and skill development objective. From training point of view, these categories clearly
state what trainees will know, believe, be able to do or accomplish, as a result of
the training.

Attitude (Affective) or Awareness Objective
Attitude development objectives deal with attitudes, values or feelings. These
objectives are appropriate when you want to change people’s attitudes or increase
their awareness of, or sensitivity to, certain issues or ideas. For instance, the training
objective may be to sensitize employees to safety regulations to minimize mishaps
at job site or in workshops. Attitude objectives specify that the training will result
in an increased awareness or changed attitude about a specific subject. An example
of an attitude objective for a new employee orientation would be:Upon completing
the training, the trainees will understand the role of the Company in Mining
industry. The trainee is not expected to learn specific facts about the organization
or organizational hierarchy, and no specific skills will be learnt by the trainee as a
result of the training. The trainee is expected to understand in broad terms the
organization and its role in the industry. Typical training session having attitude
objective will include parts of new employee orientation, training on team work,
etc.



Procurement
and Development

NOTES

Self - Learning
Material 91

Knowledge Objective
Knowledge development objective is related to content or cognitive learning. This
objective focuses on information processing ability or the ability to comprehend
knowledge. From the training point of view, knowledge objective generally refers
the trainee’s ability to understand, process and analyze conceptual or factual
information. Knowledge objectives clearly specify that on the completion of the
training, the trainees will know certain concepts and facts related to their job profile
and will be able to recall and use the learnt knowledge.

An example of a knowledge objective for a new employee orientation would
be: Upon completion of training, the trainees will be able to list by name and
position all individuals in their chain of command. Some examples of
knowledge objectives are as follows:

 To improve staff understanding of Government safety regulations
 To provide an understanding of Company policies and procedures to

new employees
 To provide senior management staff with an understanding of latest

management principles or analytical tools
 To provide technical information to workshop supervisor or line managers
 To provide product knowledge to sales staff

Skills Objective
Skills objectives require trainers to impart skills to the trainees. The trainers are
required to teach the trainees how things are done or how to operate, for instance,
a lathe machine. Skills objectives are associated with ‘How to do?’ The skill may
be physical or manual dexterity action. An example of manual skill objective, dealing
with physical dexterity, for a new employee orientation would be: On completing
the training, the trainees will be able to operate the bottling machine without
assistance. A cognitive skill objective could be: On completing the training, the
employees will be able to calculate their new pay scales in accordance with the
provisions of the Sixth Pay Commission report.The instructional objectives dealing
with skill development are easy to evaluate and determine whether they have been
met or not. Following are some examples of skill development objectives:
 At the end of this training session trainees will be able to pack milk cartons

at the rate of 60 per hour with no more than 5 errors per 100 cartons.
 At the end of this training session trainees will be able to word process 100

words per minute with no more than three mistakes per 200 words.
From the above discussion, it becomes clear that instructional objectives are

divided into three broad categories and it may appear that these categories are
like water tight compartments, that is, the objectives are mutually exclusive. But
that is not the case as these instructional objectives are not mutually exclusive, instead
they are cumulative. For instance, when dealing with skill objective, the trainer has
to provide some conceptual knowledge as background to the trainees before he
starts the skill aspect of training. Similarly, knowledge objectives cannot be achieved
without some attitudinal change. Hence a typical training programme of a Company
will have some element of each objective.
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2.6.3 Methods of Training
Training methods refer to instructional methods used for delivering learning contents.
Historically speaking, training as a method for skill enhancement emerged in
medieval Europe during the era of guilds. In medieval Europe most of the
manufacturing was concentrated in guilds and the guilds trained their recruits usually
by placing them under a master craftsman. The recruit learnt the craft under the
guided supervision of the master craftsman; it was a kind of on-the-job training.
This system of supervised training continued during the industrial revolution and it
came to be known as apprenticeship. As industrialization progressed, training
became systematic in order to meet the new demands for skilled labour. As
production methods changed, the methods of training also kept pace and training
became increasingly structured and formal. New training methods emerged to suit
the needs of emerging globalization. Currently, according to one estimate of the
American Society for Training and Development, more than 30 methods of training
are used by organizations worldwide. Traditionally, the training methods were
classified as formal and informal. Later, it came to be classified as on-the-job and
off-the-job. However, now new classification patterns have been developed and
some of them are listed below:
 Trainer-led information or skill-giving method (Didactic): This method involves

giving of information and the most popular method is a lecture or a
demonstration.
 Trainer led information seeking methods (Socratic): This method involves

questioning techniques which focuses on eliciting information.
 Trainer created, student led methods (Facilitative): This method includes

discussion- based approaches, projects or self-directed assignments, etc.
Some trainers classify training methods into the following categories:
 Teacher-centred methods
 Student-centred group methods
 Individual-student centred methods

Teacher-Centred Methods
Following are the teacher centred methods:
 Lecture
 Lecture and discussion
 Mentoring
 Guided discussion
 Demonstration
 Controlled discussion
 Tutorial

Student-Centred Group Methods
Following are the student centred group methods:
 Brainstorming
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 Buzz group
 Case study
 Debate
 Fish bowl
 Group discussion
 Interview
 Listening and observing
 Panel
 Project
 Role play
 Simulation and games
 Snowballing
 T-groups
 Field tours
 Work shops

Individual Student-Centred Methods
 Assignments
 Computer assisted learning
 Personal tutorial
 Practicals
 Projects

Some writers like M. Armstrong classify training techniques into the following
categories:
 On-the-job techniques: Demonstration, mentoring, coaching and planned

experience, etc.
 Off-the-job techniques: Lectures, discussions, case studies, role playing

simulation, etc.
 On-or off-the-job techniques: E-learning, instruction, assignments,

projects, guided reading, computer based training, etc.
Blanchard and Thacker divide the various training methods into cognitive

and behavioural approaches.

Cognitive Methods
These are used for knowledge and attitude development. The method focuses on
providing information and attempts to stimulate learning by affecting the cognition
process of the trainees. Cognitive methods are very effective for knowledge
development but in case of skill development, cognitive methods are found wanting.

Behavioural Methods
These are used to affect behavioural change in the trainees. These methods are
used by the trainers to develop skills and for affecting behavioural change. Whatever
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may be the method, the aim is to help the trainee learn and be a part of the learning
process. In the following sections, we shall discuss some of the popular training
methods along with their strengths and limitations.

On the Job Training
On-the-job training is one the oldest types of training methods. It refers to recruits
learning at work under the supervision of a line manager or a supervisor. According
to P. Swamidass, ‘OJT is the preferred method for training employees for new
technology and increasing skills in the use of existing technology.’ OJT is a useful
method for training fresh recruits, newly promoted employees, for orienting
transferred employees, and for skill enhancement. For training, OJT uses skilled
workers who double up as trainers. OJT is considered to be informal and
unstructured as most of the instruction is at the work site and OJT is characterized
by:
 Unstructured instruction pattern.
 Lack of specific training objective.
 Lack of systematic learning contents.
 Absence of formal trainers as training is given by skilled employees.

Despite its unstructured and informal nature OJT has some advantages like:
 It can be adapted to suit the abilities of the trainees.
 Since training is at job site, it can be immediately applicable.
 Companies save on trainer cost, training site cost, etc.
 Since trainees learn on actual job task, skill transferability becomes smooth.

The only issue with OJT is its unstructured nature which can contribute to ineffective
employees. Hence for OJT to be effective, it has to be structured and systematic.
Structured OJTs are planned programmes which achieve learning through the
following steps:
 Trainee observes the skilled worker perform.
 Trainee is explained the procedure throughout the performance.
 Trainee practices under the trainer supervision.
 Continuous feedback is provided by the trainer.
 By practicing repeatedly, the trainee learns the task.

OJT has numerous forms and some of them are discussed in detail in the
following paragraphs.

Apprenticeship
According to R. W. Glover, ‘Apprenticeship is a work study training method with
both on-the-job and classroom training.’ In India, the definition of apprentice is
provided by the Apprentices Act, 1961. According to this Act, apprenticeship
training means, ‘a course of training in any industry or establishment undergone in
pursuance of a contract of apprenticeship and under prescribed terms and
conditions which may be different for different categories of apprentices.’ In an
apprentice programme, the duration of training is clearly specified, for instance,



Procurement
and Development

NOTES

Self - Learning
Material 95

Indian Navy has an apprentice programme where the trainee spends four years
learning the specific skill. Most apprenticeships are in skilled trade like machinists,
welders, electricians, etc. Apprenticeship training does involve some amount of
classroom instruction also. According to A. H. Howard, the OJT aspect of an
apprenticeship programme can be made effective by including modelling, practice,
feedback and evaluation. Apprenticeship programmes are attractive to trainees
because first, they are paid stipends during the apprenticeship and secondly, most
of the apprenticeships result in full employment.

Coaching
Coaching as a term is closely associated with OJT, and also associated with
professionals, executive and technical workers. This implies that coaching was for
middle and upper level employees while OJT was for lower level workers. The
term coaching refers to one-on-one instruction for improving knowledge and ability.
Coaching is normally used to deal with problems associated with performance
deficiency. Coaches can be outside specialists or experienced workers from within
the organization. Outside specialists are used to deal with specific issues related to
middle and upper management. According to Evered and Selman, the main
difference between coaching and OJT is that in coaching the coach continues to
guide the subordinate for sometime even after the latter’s performance levels have
increased. Coaching by nature is more collaborative than other methods of OJT.
Coaching as a training method is used where skill development is the learning
objective.

Mentoring
Mentoring refers to the relationship that develops between a senior and junior
employee(s). As a mentor, the senior guides the junior and explains to him the
nuances of organizational functioning. In fact, mentoring facilitates the junior’s
adjustment within the organizational setup. Unlike coaching that focuses on the
performance aspects which are more technical in nature, mentoring focuses on
attitude development. Mentors advise their juniors on what to do, how to do, how
to manage organizational politics, etc.

Adventure Training
According to Wagner, Baldwin, and Rowland, adventure learning focuses on
developing teamwork and leadership skills through structured activities. It involves
activities related to developing problem solving skills, conflict management etc. It
can involve outdoor activities like rope climbing, ladder climbing and even cooking.
For instance Steinfeld, speaks about ‘the Beam’ an outdoor activity which involves
crossing of a six foot high beam placed between two tress with the help of team
members. Cookin’ Up Change is another adventure training activity which is used
by companies like Microsoft and Honda to hone communication and networking
skills. This cooking activity involves doing all the kitchen tasks like cutting, cleaning
cooking etc. and all team members are required to contribute to the preparation of
the full course meal. Adventure learning as a training method provides for interaction
among trainees outside the ambit of formal business environment. This kind of
interaction among trainees is used by companies for creating a ‘cohesive work
team.’
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2.6.4 Job Instruction Technique (JIT)
The original job instruction technique was first used during World War II. Here
production workers were used as a systematic method to train people as quickly
as possible to meet the war demands. Components of the original World War II
JIT are still used. JIT consists of four steps:

1. Plan or preparation
2. Present
3. Trial
4. Follow up

Let us now look at the four steps of JIT in detail.

Preparation
OJT is normally delivered by a skilled worker doubling up as a trainer. The skilled
worker cum trainer looks at the training from his point of view, thereby failing to
understand the needs of the trainee. For instance, while teaching a trainee the skilled
worker may not explain some of the operations because he thinks they are extremely
simple. The point is, in an unstructured OJT, the job to be learnt is not written down
and understood systematically. This prevents the trainees from receiving effective
OJT. Hence the first step in JIT is preparation which includes systematic analysis
and documentation of the job. On the basis of documentation, the trainer prepares
a specific instructional plan for the trainee. For learning success, learning environment
matters, hence the next step in this stage is the creation of learning environment.
This is done by providing the trainee with orientation, familiarizing the trainee with
training programme and steps of OJT.

Present
According to L. Gold, this stage consists of four activities, and they are: tell, show,
demonstrate and explain. The trainer first starts by verbally explaining the job, the
nature of the task and as he explains the job he shows the trainee the different aspects
of the job. Please note that showing is not actually doing the job or demonstrating
the job. When the trainer shows the job, he is actually pointing out to the trainee
the location of the equipment, the raw materials, the spare parts and other aspects
of the equipment. After familiarizing the trainee with the job and the equipment
associated with it, the trainer proceeds to demonstrate how to perform the job.
The trainer at this stage actually performs the job for visual observation of the trainee.
At this stage the trainee is expected to watch and learn. As he performs the job,
the trainer explains the importance of the job, why it is done and speaks about the
safety regulations, etc.

Try out
During this stage, the trainee displays his retention and recall ability by first, verbally
recalling the method of doing the job and then by actually performing the job in the
presence of the trainer. This stage of trying out allows the trainer to give constructive
feedback after observing the trainee perform the job. Mistakes committed by the
trainee are rectified at this stage.
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Follow up
Follow up refers to the efforts made by the trainer to keep track of his trainee’s
job performance. The trainer follows the job performance of his trainee even after
the latter’s training programme is over. The motive behind such a follow up effort
is to prevent the trainee from developing bad work habits or practices.

OJT is an effective method for skill enhancement, but the issue of a competent
trainer raises questions regarding the method’s efficiency. Broadly speaking, the
qualities of a good trainer are technical and training competence, and the ability to
motivate. OJT’s reliance on skilled workers to train inexperienced workers raises
questions about the trainer’s competency. Organizations tend to use structured OJTs
to negate the issue of trainer’s competency.

Off the job Training
A lecture is the most formal of training methods and in training terms it means a
verbal presentation given before the trainees for instruction and it may be
accompanied by visual aids like flipcharts or projections. A lecture requires the
audience to sit still and listen and the only interaction between the trainer and trainee
is limited to question and answer, usually at the end of the lecture. It is a one-way
presentation of the training message by the trainer. A lecture is a formal presentation
of information in a clear logical sequence, which is interspersed with illustrations
and examples. Blanchard and Thacker give a list of essential components of a lecture
which is as follows:
 Orientation: Giving introductory information with regard to the direction

and the content of the presentation.
 Enthusiasm: Elaborating the importance of training content to generate

enthusiasm among the audience.
 Variety: Illustrating the presentation with visual images or projections or

audiovisuals to add variety to the presentation.
 Logical organization: Presenting the topic in a sequential order.
 Explanations: Explaining factual and conceptual ideas in an unambiguous

manner.
 Direction: Providing systematic instruction and direction in case of

procedural knowledge
 Illustrations: Giving relevant examples to substantiate a topic or to explain

an idea.
 Comparison and contrast: Discussing the strengths and limitations
 Questions and discussion: Responding to questions of the trainees and

raising questions to elicit response from the trainees.
 Summary: Concluding the presentation by briefly discussing the important

aspects of the topic.
The lecture method has many variants such as:
 Standard lecture: Presentation made by the trainer for giving information

to the trainees.
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 Team teaching: Presentation of a topic by two different trainers to provide
different points of view. This method can also be used to present two different
topics by different set of trainers. For instance, a psychologist can deliver a
lecture on body language while a communications specialist can deliver on
nuances of verbal language.
 Guest speakers: Specialists from related fields can be invited to make a

presentation so as to give trainees an expert’s point of view.
 Panels: Two or more trainers present a topic and discuss it with the trainees.

In a lecture, the trainees are overtly passive which may reduce their attention
span and receptivity. To counter this problem of attention span, trainers at times
use short lectures or lecturette lasting for about twenty minutes. During a lecture,
the trainee observes, listens and if necessary, takes notes. In other words, in a lecture
the trainee is expected to play the role of an information collector. Lecture per se
is not a very effective technique for learning, but is useful for giving specific
information to a large number of trainees. The ineffective aspect of lecture comes
from its lack of two-way communication or interaction with trainees. To make lecture
an effective method of learning, some trainers combine it with discussion. When
combined in this manner, the lecture method becomes interactive and more
responsive to trainees’ misunderstandings. The use of discussion after a lecture helps
in consolidating and clarifying the information. Lecture-cum-discussion makes
learning of conceptual knowledge very thorough, as the trainees have an opportunity
to discuss and clarify their doubts.

The focal point in a lecture is the trainer. Hence, it is the trainer who controls
the session and its contents. In the absence of two way communication, the lecture
method lacks trainee involvement and feedback. Despite the lack of trainee
involvement, organizations prefer using lecture method when it comes to knowledge
development or filling the gaps in the trainee’s knowledge. To make lectures more
effective, the trainer can give a printed version of his lectures or give handouts of
his lecture. From attention point of view, if the trainer is charismatic and knows the
subject he is dealing with, he will be able to get the attention of the trainees. Getting
attention is the first step towards effective learning and lectures are a good method
to get the attention of the trainees. But retaining attention of the trainees is an entirely
different aspect of training. It is here that a lecture on its own becomes ineffective
and the trainer has to turn to training aids for support. An effective trainer uses
illustrations, examples and real situations to explain the subject he is dealing with.
Illustrations are an important component of lecture as it provides verbal cues for
coding in the memory, which thereby enhances retention. Another way to enhance
retention of lecture is to provide audio or video tapes of it. One of the ways to
make learning effective is to stimulate multiple senses, but in case of lecture the
stimulation is only auditory and this at times can hamper the learning process.

Case Study
A problem or an issue with any company is written and given to the trainees. The
issue may be anything from marketing problem to decision making situation. The
trainees are given the entire background of the problem including facts, figures,
and company history. The trainees are then required to analyze and respond to the
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issue given to them. After finishing the analyses, the trainees put forward their
suggestions which are then discussed by all the trainees. Through this method
trainees learn by participating in the discussion and by critiquing the suggestions
put forward by other trainees. By participating in case study discussions, the trainee
becomes aware that there is more than one solution to most problems. Case study
method essentially teaches skill rather than knowledge. It is used to develop the
analytical abilities of trainees.

In the case study method, it is the case/problem which is the source of learning
rather than the trainer. But this is not to suggest that the trainer has no role to play,
as it is the trainer who selects the cases and directs the discussion in a specific line
of enquiry. The learning objective of this method is to encourage the trainees to
participate, and to apply the knowledge which they hitherto have learnt or acquired.

The case study method has developed a variant known as incident process.
Unlike case study where all the relevant details of the case are provided, in incident
process method only a brief and sketchy detail of the problem is provided. The
trainees are expected to gather other relevant details from the trainer or do their
own research. This method focuses on developing information gathering and sorting
skill of the trainee, as it is information on which most of the decisions are made. As
a training method, case study method is very effective for skill development.
Organizations often use it for training their managers and other employees.

Role Play
Role play is a training method in which trainees act out hypothetical situations, in
assigned roles, by improvising their behaviour. Trainees are provided with
information regarding the context, the general situation and an outline of their roles.
Role plays are particularly useful for developing demonstration skills, management
skills, decision making skills, etc. Following are some of the types of role plays
used for training:
 Structured role play:This type of role play is used to develop interpersonal

skills. The trainees are provided elaborate details of the situation, the character
outline, etc.
 Spontaneous role play: Unlike structured role plays, in spontaneous role

plays, there is no elaborate outlining of the character. The role plays take
shape more as a result of the nature of interactions among the trainees. This
type of role play is not used to develop any specific skills; it aims at just
providing the trainee with some behavioural introspection.
 Single role play: It refers to playing of allocated roles by a chosen group

of trainees, while the rest watch and observe the performance. The non-
performing group analyses the interactions and tries to learn from the
interactions. This type of role play is not preferred by the trainers as it puts
only one section of trainees into performance roles and the other into mute
spectator roles. This kind of role allocation might not be liked by sensitive
trainees, hence trainers feel apprehensive about using this type of role play.
 Multiple role play:Unlike single role play, in multiple role play all the trainees

are divided into groups and all groups take turns in acting out the roles
assigned to them. Each group analyzes the interactions and shares the analysis
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with other groups. Multiple role plays contribute to a greater amount of
analysis, and at the same time, it reduces the time taken to complete the
performance process as a number of groups is involved in the role play.
 Role rotation: In this type of role play, the roles are rotated among different

set of trainees so as to allow different approaches to the same role. In role
rotation, a trainee first enacts the role. Then the trainer stops the role play
and discusses the role and its learning points. After discussion the next trainee
takes over the role, and in similar vein, the process goes on.
The most important aspect of role play is the analytical discussion, known

as debriefing, which takes place after the enactment. Debriefing provides an
opportunity to the trainees to analyze ‘What has been going on?’ During debriefing
sessions, the participants recall their feelings, attitudes and responses during the
enactment. It helps the trainees to understand their experience and to discuss their
insights with other fellow trainees.

Simulation
Simulation represents replication of environment, processes, and situations that
occur in a work situation/environment. The aim of this method is to provide the
trainee with the ‘feel’ of work place situation in a controlled setting. Simulation is
a method best suited for imparting skills, for instance, pilots hone their flying skills
on flight simulators. Similarly Maruti Udyog Ltd. has developed simulators to teach
driving skills. Simulation believes that the best way to learn is by ‘actually working
on the equipment or machine.’ For effective simulator training, it is important not
only to physically replicate the equipment, but also to create the same operational
environment including the psychological pressures. Major call centre companies
train their employees by simulating the actual work environment. All the trainees
get a work cubicle exactly like the one at the work station, along with all the relevant
materials including a data base having clients name and details. One of the reasons
for the companies replicating the exact work station environment is to make the
trainee feel familiar with the work environment as this makes the transition from
training room to job cubicle easy. The success of this method lies in the exact
replication of work environment. However, replicating work environment is an
expensive affair, hence, not all companies use this method of training.

Check Your Progress

25. What are two objectives every organization wants to achieve?
26. List one difference between training and development.
27. What serves as the basis for evaluating the overall success of a training

programme?
28. What do you understand by the term instructional objectives?
29. What does knowledge development objective focus on?
30. List some teacher centred methods of training.
31. Who is the focal point in a lecture?
32. What is the aim of the simulation method?
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2.7 DEVELOPMENT

Executive or management development is a long-term educational process utilizing
a systematic and organized procedure by which managerial personnel learn
conceptual and theoretical knowledge. Development is a related process. It covers
not only those activities that improve job performance, but also those which bring
about growth of the personality; help individuals in the progress towards maturity
and actualization of their potential capacities so that they become not only good
employees but also better human beings. In organizational terms, it is intended to
equip persons to get promotions and hold greater responsibility. Training a person
for a bigger and higher job is development.
According to Harold Koontz and Cyril O’Donnell,

Developing a manager is a progressive process in the same sense that educating
a person is. Neither development nor education should be thought of as
something that can ever be completed, for there are no known limits to the degree
one may be developed or educated. Manager development concerns the means
by which a person cultivates those skills whose application will improve the
efficiency and effectiveness with which the aticipated results of a particular
organizational segment are achieved.

According to G.R. Terry,
Management development should produce change in behaviour which is more
in keeping with the organization goals than the previous behaviour. The change
frequently consists of a number of small steps resulting from training but the
cumulative effect is considerable. It is also basic that a terminal behaviour is
identified before the development effort starts.

Thus, executive or management development implies that there will be a
change in the knowledge and behaviour of individuals undergoing a development
programme. The individual will not only be able to perform his job better but also
increase his potential for future assignments through the acquisition, understanding
and use of new knowledge, insights and skills. Self-development is an important
concept in the whole programme of management development.

2.7.1 Nature and Scope of Executive Development
Managers are largely made, not born. This is a significant statement in modern
management literature and forms a basis for numerous management development
programmes. The objectives of these programmes include preparing promising
personnel for higher managerial positions in the future and assisting and improving
the existing top executives.

Deferred application of human resources
The major problem is to make a special preparation for top management
responsibilities involving deferred application of selected candidates. The problem
of deferred application relates to the problem of special talents. Indeed, there is an
urgent need for deferred application of human resources with special talents with
a view to procure specialized services which will be required in future. The significant
issue is to identify and invest in a constantly bigger size of human resources for
specialized future applications.
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Preparing and helping managers in present and future jobs
Yoder et al., define management development as a programme of training and
planned personal development to prepare and aid managers in their present and
future jobs. Attempts are made to identify problems which managers are likely to
confront, and to assist them in solving these problems. Sometimes, executive
development is differentiated from management development. The former is related
with the planned educational programme for the president, vice-presidents and
general managers, while the latter relates to such programmes for middle managers
and supervisors. However, this distinction is not largely recognised.

Accordingly, executive or management development refers to a systematic
effort to use the principles of planning, organizing, directing, coordinating and
controlling in the selection and development of level of managers as opposed to
the unsystematic methods based on the assumption that ‘cream will come to the
top’. Obviously, the concept ‘manager’ includes everyone who has the major
responsibility of managing men. Although the chief function of a manager is to get
things done through others, there is no consensus of opinion as to what are the
precise qualities which differentiate between success and failure in managerial
positions. A research-based knowledge in this respect forms a basis for a sound
management development programme.

Management development as a business-led process
Armstrong defines management development as a business-led process. The
business determines the kind of managers that are required to accomplish its strategic
goals as well as the process or method to obtain and develop such managers.
Although there is a stress on self-development, the business must indicate the
directions towards which self-development should occur. The management
development process ensures that the enterprise has the effective managers it needs
to accomplish its present and future requirements. It seeks to improve the
performance of existing managers, by providing them with relevant opportunities
to grow and develop. It also ensures that management succession within the
organization is provided for. Thus, it increases the effectiveness of the enterprise
as a whole. It develops the capabilities of managers to accomplish the organization’s
business strategies in the context of critical success factors such as innovations,
quality and cost leadership. The capabilities of managers involve: (1) setting
challenging ambitions, (2) evolving product market strategies, (3) developing
functional strategies, (4) creating and applying systems for managing the business
effectively, (5) building organizational culture for future, (6) structuring and
restructuring the business activities, and (7) optimizing profits.

There are three activities in the process of management development—
analysis of needs, evaluation of skills and competencies, and meeting the needs.
Attempt should be made to combine self-development, organization-derived
development and boss-derived development to evolve an effective management
development system.

2.7.2 Need and Importance of Executive Development
In this age of ‘professionalization of management’, the importance of executive
development cannot be minimized. Executive talent is the most important asset of
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an organization. According to Peter Drucker, ‘An institution that cannot produce
its own managers will die. From an overall point of view the ability of an institution
to produce managers is more important than its ability to produce goods efficiently
and cheaply’. The need for executive development is felt because:

(a) There is a shortage of trained managers. The organization has to develop
the talented employees and maintain an inventory of executive skills to meet
the future demands.

(b) The performance of a company depends upon the quality of its managers.
Executive development, therefore, is of paramount importance to have
effective and desired managerial talents to meet the organization’s demand.

(c) Obsolescence of managerial skills is another factor which calls for continuous
executive development. A manager must regularly update himself to
successfully meet new challenges.

2.7.3 Objectives of Executive Development
(a) To ensure a steady source of competent people at all levels to meet

organizational needs at all times
(b) To prevent managerial obsolescence by exposing the managers to new

concepts and techniques in their respective fields of specialization
(c) To prepare the employees for higher assignments so that they may be

promoted from within
(d) To develop a second line of competent managers for future replacements
(E)  To promote a high morale and good organizational climate

2.7.4 Methods of Executive Development
These can be classified into two broad categories:

(a) On-the-job methods
(b) Off-the-job methods

(a) On-the-job methods
(i) Coaching: This is learning through on-the-job experience. Coaching

involves direct personal instructions and guidance usually with demonstration
and continuous critical evaluation and correction. On-the-job coaching is
given by a superior as he teaches job knowledge and skills to a subordinate.
The coaching method offers certain advantages:
 It provides an opportunity to a trainee to develop himself.
 It provides quick feedback to the trainee as well as the trainer on what

they lack and what measures can be taken to overcome their
shortcomings.

(ii) Job rotation: Job rotation as a means of management development offers
certain positive contributions. It allows the managers to appreciate the
intricacies involved in difficult jobs and how their own jobs are affected by
such intricacies. Further, managers may develop broader horizons and
perspectives of a generalist rather than the narrower horizon of a specialist.
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The trainee is periodically rotated from job to job so that he acquires a general
background of different jobs.

(iii) Special projects: Under this method, a trainee is assigned a project that is
closely related to the objectives of his department. The trainee will study
the problem and make recommendations upon it.

(iv) Committee assignments: Under this method, an ad-hoc committee is
constituted and assigned a subject to discuss and make recommendations.
The committee will make a study of the problem and present its suggestions
to the departmental head. The trainees have to work together and offer
solutions to the problem. This method helps trainees to solve an actual
organizational problem. The advantage of committee assignments is to help
trainees develop team spirit and work together towards common goals.

(b) Off-the-job methods
(i) Role playing: Role playing is a method of learning that involves human

interaction in an imaginary situation. In drama and play, actors play various
roles wherein they assume themselves to be persons whose role they play.
This is similar to the case of role playing training where the trainee is given a
role to play. The role-playing technique is used in groups where various
individuals are given the roles of different managers who are required to solve
a problem or to arrive at a decision. Role playing helps the trainees to
develop a better perspective in performing their jobs because they may see
the jobs from different angles. It also develops sensitivity amongst trainees
which is quite helpful in maintaining better human relations.

(ii) Case study: Case method of learning has the following objectives:
 It introduces realism into formal instruction.
 It develops the decision-making ability in the trainee.
 It develops a cooperative approach and independent thinking in work-

related situations.
 It demonstrates various types of goals, facts and conditions obtained from

real organizational setting.
The case study method of training employs simulated business problems for
trainees to solve. The trainee is expected to study the information given in
the case and make decisions based on the situation. Typically, the case
method is used in the classroom with an instructor who serves as a facilitator.
The trainees may be given a problem to discuss which is more or less related
to the principles already taught. This method gives the trainee an opportunity
to apply his knowledge to the solution of realistic problems.

(iii) Conference training: In this method, the trainer delivers a lecture and
involves the trainees in a discussion so that doubts, if any, are clarified. The
conference method is a group-centred approach where there is a clarification
of ideas, communication of procedures and standards to the trainees. The
trainee as a member can learn from others. The conference is ideally suited
to learning problems and issues, and examining them from different angles.
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(iv) Management games: A management game is a classroom exercise in
which teams of students compete against each other to achieve common
objectives. The game is designed to be a close representation of real-life
conditions. Here, two or more teams participate depending on the situation,
with each team having four to seven participants. Each competing team is
given a company to operate in light of the situation provided in the game. If
designed and conducted properly, management games contribute to the
development of participants in the following ways:
 The participants develop skills, particularly diagnostic decision-making

skills and group-interaction skills.
 Participants learn to operate in a competitive environment.

(v) Sensitivity training or T group training: This is an experience in
interpersonal relationships which results in change in feeling and attitudes
towards oneself and others. In sensitivity training, a small group of ten to
twelve people is assisted by a professional behavioural scientist who acts
as a catalyst and trainee for the group. There is no specified agenda and a
leaderless group discussion takes place where group members express their
ideas and feeling freely. They can discuss anything they like. As the members
discuss and engage in a dialogue, they are encouraged to learn about
themselves and the way they should interact with others.

(vi) In-basket exercise:Also called ‘In-tray’ method of training, it is built around
the ‘incoming mail’ of a manager. In this method, the participants are given
a number of business papers such as memoranda, reports and telephone
messages that would typically come to a manager’s desk. One method is to
present the exercise to the trainee and to note his reaction. A slight variation
is that business papers are given to the participant and he is required to act
on the information contained in these papers. Initially, assigning priority to
each particular matter is required. Through feedback, the trainee comes to
know his behavioural pattern and tries to overcome the one which is not
productive or functional. Thus, he can learn techniques of giving priorities to
various problems faced by him.

(vii) Syndicate method: This refers to a method of management development
technique wherein groups of trainees consisting of members in each group
are involved in the analysis of a problem. Each group is given a brief about
the problem. Each group independently discusses the issues involved and
presents its ideas. These are then evaluated by group members with the help
of the trainer. Such exercises are repeated so as to enable the participants
to look at the problems in the right perspectives. This enables trainees to
develop decision-making skills.

(viii) Multi-management: Also known as ‘Junior-Board of executives’, it is a
system in which permanent advisory committees are constituted to study
problems of the organizations and make recommendations to top-level
management. In multi-management, the constituted committees discuss actual
problems and offer alternative solutions. The recommendations are made
based on the best alternative.
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(ix) Special courses: The executives may be required to attend special courses,
which are formally organized by the enterprise with the help of experts from
educational institutions.

2.7.5 Executive Development Programmes (EDPs):
Types, Sequence and Periodicity

In this section, you will learn about types, sequence and periodicity of EDPs.

Types of EDPs
Trickett has discussed the most frequently used methods and techniques of
management development. These methods include group discussions or
conferences, lectures by company executives, films and slides, outside reading and
private study, lectures by outside speakers, case studies, panels, forums, role-playing
and workshop. The developmental techniques include job experience, coaching,
understudy positions, individual counselling, conferences and technical meetings
at company expense, job rotation, in-company training classes, memberships in
professional and technical associations, special ‘trainee’ positions, committee
assignments, management courses in colleges and universities, other outside-
company courses, planned visits to other companies, ‘multiple management’ plans
and training by outside consultants.

As Yoder et al. observe, the multiplicity of these methods and techniques is
because of their applications for different groups and jobs. These measures usually
purport to develop thinking ability and reading speed and comprehensions. We
shall discuss some popular group and non-group methods and techniques of
management development in brief to enable proper selection of effective systems
for development.

(i) Job rotation
Job rotation which forms a favourite technique, broadens the understanding of
several business situations. This is suitable for the young new-comers who are fresh
from university or institutions enabling them to learn by ‘doing’. Its major limitation
is prevention of specialization by concentrating on several problems and procedures
of different specialized departments.

(ii) The syndicate system
The syndicate system permits an analysis of a problem by a committee of trainees
and involves presentation of reports for comments by other executives. This method
is associated with the Administrative Staff College at Henley-on-Thames. The
trainees are divided into several groups or syndicates. The syndicates discuss the
issues involved in the subject given to it and prepare a paper. The chairman of each
syndicate presents the paper which is criticized by others. The trainer provides
only general guidance and the trainees learn from their participation. In a similar
method called committee system or multiple management, executive-level problems
are discussed to familiarize junior executives with them. Indeed, trainees hold
membership in committees which discuss problems and draw tentative conclusions.
Like other group methods, these systems improve the effectiveness of trainees as
group members.
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(iii) Conference
Conference methods permit trainees to think about problems, express themselves,
assess the opinion of others, understand teamwork and develop leadership as well
as judgement skills. The subjects most commonly discussed in developmental
conferences include human relations, supervision, general economic understanding,
personnel administration, labour relations and allied numerous problems.

(iv) Role-playing
Role-playing is another group training method involving acceptance and playing of
a role in real life drama. The major limitation of role-playing for managerial
development is that senior executives avoid responsibility and act only as observers
and critics, while the junior executives become unduly concerned. To avoid this,
the group should consist of individuals of the same general status and participation
should be voluntary. This method enables the participants to become aware of the
problems and perspectives of others with whom they deal and interact.

(v) Sensitivity training
The sensitivity training purports to develop awareness and sentiments to one’s own
and others’ behavioural patterns. The method provides face-to-face learning of
ongoing behaviour within a small group and lacks structure. Obviously, the learning
is at an emotional level rather than intellectual one. The sensitivity training group
meets continuously for several days. The trainer acts as a moderator to facilitate
the feedback process and check severe psychological damage to participants. The
method is likely to increase managerial sensitivity and trust, and enhance respect
for the contributions of others. However, the method has not received proper
recognition in the business world.

(vi) Structured insight
Structured insight purports to accomplish personal insight of sensitivity training
without involving much costs. This method involves systematic collection of data
on the trainees’ attitudes and assumptions regarding the motives, abilities and
attitudes of others, especially subordinates. The assessment is made on a ‘managerial
grid’. Thereafter, group discussions are used to develop equal concern for both
people and task.

(vii) Case and in-basket methods
Case method which has been discussed earlier in the chapter, is usually employed
to enhance participation and interest among trainees.

In-basket method, a variation of the case method, is used as a test as well
as a training and development device. This method involves letters, notes,
documents and reports purporting to provide on-the-job reality of the manager’s
in-basket. It purports to develop and measure decision-making ability of managers.
At the very outset, attempts are made to provide the trainees with background
information regarding a simulated enterprise and its products, organization and key
personnel. Thereafter, the trainees are given an in-basket of assorted memoranda,
requests and data relating to the company and requested to make a sense out of
this pile of paper and prepare notes. The trainees use the in-basket material, as
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they are likely to do in their own positions. Attempts are made to provide feedback
so that they evaluate their results. Changes and interruptions are induced as strategic
measures, and in follow-up group discussions, they can compare their results. Just
like the case method, it provides realism, flexibility, involvement and built-in
motivation. The in-basket method is likely to be effective in developing situational
judgement, social sensitivity and willingness to take decisions and actions.

(viii) Business games
A widely used method is business games. This method involves the problems of
running an enterprise or a department. It has been used in several areas including
investment strategy, collective bargaining and morale. It stimulates interest,
involvement and competition among trainees. Numerous simulations have been
developed to mimic the operations of an enterprise. Sometimes, attempts are made
to introduce uncertainty stemming from a competitive situation. Several teams of
trainees tend to meet, discuss and reach decisions regarding items such as
production, inventories and sales. The game may be highly simple or extremely
complicated. The trainees are required to make decisions in cooperative group
processes. These games are likely to develop financial skills, quickness in thinking,
and the ability to adapt under stressful situations.

(ix) University courses
University courses provide the benefit of special teaching and training skills of faculty
members and present a broader view of the economic and political considerations.
However, these courses alone are inadequate. They cannot provide the problems,
pressures and interplay of personalities obtained in actual business situations. After
all, no single programme is likely to be effective for all the companies.

(x) Non-group methods
In addition to the above group methods, there are several non-group methods
involving an assessment of each individual’s strengths and weaknesses. These
methods include counselling, understudies, special projects, etc.
(a) Counselling. It helps the trainees to identify their weaknesses and involves
measures to overcome them. It is related to periodic appraisals or ratings.
Specifically, counselling purports to help the subordinates to perform a better job,
provide a clear picture of how they are doing, build strong personal relationships,
and eliminate, or at least minimize, anxiety. Such counselling is usually nondirective.
Sometimes, attempts are made to develop managers through guided experience.
Obviously, the guidance is based on counselling.

Box 2.1: Development of Mentor-protégé Relationship
Development of mentor-protégé relationship is very important in organizations.
It helps in developing leadership and the careers of the protégées and in tackling
projects. Armstrong defines mentoring as “the process of using especially
selected and trained people to provide guidance and advice which will help to
develop the careers of the protégées allocated to them.” It is needed at all levels;
it seeks to complement learning on the job, it also complements formal training.
The mentors act as a parental figure with whom protégées can discuss their
problems. They advice in drawing up self-development programmes. They offer
guidance on how to accomplish new knowledge and skills to do a new job. They
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inculcate corporate culture in protégées.The superiors are expected to work as
mentors. However, not all managers can make effective mentors and for those
who have the aptitude, training programmes for mentorship can be useful. Indeed,
the role of senior managers as mentors is to enable the junior managers to learn
effectively and help them in their self-development. As mentors, the superior
manager is required to extend his/her role beyond routine administrative activities.
The mentor-protégée relationship between superior-subordinate managers
promotes development of leadership. The development of this relationship,
however, necessitates personal, and intimate interaction between them. For the
development of a mentor-protégé relationship it is necessary to ensure that
there is a good ‘chemistry’ between them. The mentor must be willing to devote
the time and effort required to develop the junior. Moreover, the junior must be
willing to be subjected to constructive criticism. Although the mentor must be
able to give frank and constructive criticism, he/she should be sensitive to
individual learning habits of the protégées as well as willing to learn from them.
The mentor sets high standards, provides supportive autonomy, adopts a joint
problem-solving approach when inevitable mishaps occur and encourages his/
her protégées to reflect on and consolidate the lessons of experience.The
development of above qualities in mentors necessitates formal development
programmes for them and on-the-job coaching by their own mentors. The good
mentors must be identified and informed what is expected of them as mentors.
They must be provided regular training in the behavioural as well as non-
behavioural processes of mentoring. Moreover, there must be a provision for
rewarding them which can be taken care of in the performance appraisal system.
References
1. Armstrong, M., A Handbook of Human Resource Management Practice,

London, Kogan Page Ltd., 2000, pp. 838–839.
2. Manikutty, S., “Manager as a Trainer, a Coach and a Mentor”, Vikalpa, April–

June 2005, pp. 57–63.

(b) Understudies system. In understudies system, the trainees work directly with
individuals whom they are likely to replace. However, its disadvantage as a training
method is because of the possibility of an imitation of weak as well as strong points
of the seniors.
(c) Special project arrangements. These are likely to be highly effective training
systems. In these systems, for example, a trainee may be requested to develop a
particular process of paper-coating. Sometimes, a taskforce is built representing
varied functions in the company. The special projects enable the trainees to achieve
knowledge of the subjects assigned to them as well as learn to deal with others
having varied viewpoints.

In recent years, there is focus on ‘monitoring’ as a development method.
Box 2.1 provides a brief description of the superior manager’s role as a mentor in
developing his/her subordinate managers.

Conclusion
The training and development methods discussed purport to develop specific
qualities of managers. As Flippo has suggested, for example, in-basket methods,
business games and case studies purport to develop decision-making skills while
role-playing, sensitivity training and structured insight are likely to develop
interpersonal skills of the managers. Further, on-the-job experience, coaching, and
understudy provide job knowledge, whereas position rotation and multiple
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management enhance organizational knowledge. Again, special courses, special
meetings and outside readings help in developing general knowledge, while special
projects, counselling, etc., help to meet the specific needs of the managers.

Check Your Progress

33. What are the key objectives of executive development?
34. What are the two important methods of executive development?
35. Give one limitation of role-playing for managerial development.
36. What is the role of counselling in executive development programmes?

2.8 CAREER AND SUCCESSION PLANNING
A career is a sequence of positions or jobs held by a person during the course of
his life. It consists of a series of properly sequenced roles experiences leading to
an increasing level of responsibility, status, power and rewards.

According to Flippo, ‘a career is a sequence of separate but related work
activities that provide continuity, order and meaning in a person’s life’.

Douglas T. Hall defined a career as ‘an individually perceived sequence of
attitudes and behaviours associated with work-related experiences and activities
over the span of the person’s life’.

Wrether and Davis defined various terms of career planning which are given
below:

Career goals are the future positions one strives for as part of a career.
Career planning is the process by which one selects career goals and the

path of these goals.
Career development are those personal improvements one undertakes to

achieve a personal career plan.
Career management is the process of designing and implementing goals,

plans and strategies which enable the organization to satisfy employee needs while
allowing individuals to achieve their career goals.

Table 2.2  Organizational and Individual Career Planning

Source: Subba Rao P. Essentials of Human Resource Management and Industrial Relations
Text Cases and Games. Himalaya Publishing House, Mumbai, (2000), page 309.
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Career planning is not a series of work-related experiences but a sequence
of attitudes and behaviour associated with work-related activities over the span of
a person’s life.  Career, thus, represents an organized, well-timed and positive move
taken by a person across time and space. A person’s career is shaped by many
factors, e.g., education, experience, performance, job experience, age level or
occasional luck.

Career planning is a relatively new personnel function. Established
programmes on career planning are still rare, except in larger or more progressive
organizations. Many employees especially highly educated ones, desire a career,
not ‘just a job’. Today, organizational involvement in career planning is increasing.
A further impetus to career planning is the need for organizations to make the best
possible use of their most valuable resources, people, in the time of rapid
technological growth and change. Refer Table 2.2 for the difference between
organizations and individual career planning.

2.8.1 Aims and Objectives of Career Planning
Normally, employees want to advance and grow in their careers. Most individuals
develop quite early in life, an idea or a mental image of what career they would like
to pursue. Unless an organization meets these desires and aspirations of its
employees it cannot make optimum use of its human resources. But organizations
have their own requirements and constraints which limit their capacity to meet the
employee expectations. Career planning is an important technique for productive
resolution of this conflict, between the individual and the organization.

From employees view point career planning can be defined as a systematic
process by which one decides his/her career goals and the path to reach these goals.
While, from an organization’s point of view, career planning stands for the forward
looking employment policies in which the employees are helped to plan their careers
in terms of their capacities within the context of the organization’s needs.

Career planning aims at matching the individual potential for promotion and
the individual aspirations with organizational needs and opportunities. Career
planning makes sure that the organization has the right people with the right skills
at the right time. It opens avenues for growth to reach higher levels of responsibilities
for each and every employee of the organization through hierarchy of position, and
training and development activities to equip the individuals with the requisites for
succession. The principle objectives of career planning are given below:
 To secure the right person at the right time for the right job
 To provide adequate career avenues to employees to attain higher levels of

responsibilities
 To strengthen the retention programme of the organization
 To maintain a content team of employees

2.8.2 Need for Career Planning
Career planning is necessary due to the following reasons:
 To attract competent persons and retain them in the organization
 To provide suitable promotional opportunities
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 To map out careers for employees suitable to their ability, and their willingness
to be trained and developed for higher positions
 To ensure better utilization of managerial reserves within an organization
 To reduce employee dissatisfaction and turnover
 To correct employee placement
 To improve employee morale and motivation by matching their skills to job

requirements
 To achieve higher productivity and organizational development
 To provide guidance and encourage the employees need to fulfil their

potentials

2.8.3 Benefits of Career Planning
Career planning helps employees enhance their job performance and thus, helps
in the overall effectiveness of the organization. When employees are developed
for future positions, the organization is assured of qualified and committed
employees to replace the higher level employees. In short, career planning benefits
not only the individual employees but also the organization. Table 2.3 explains the
benefits of a career development system.

Table 2.3  Benefits of a Career Development System

Source: Leibowitz Z. B., C Farren and B.L Kaye, ‘Designing Career Development Systems’
Jossey-Bass CA: San Francisco, (1986), Page 7.

2.8.4 Career Planning and Succession Planning
Organizations run on eternal basis. A succession of persons to fill key positions
over time is essential for the survival and success of an organization. This is done
through ‘succession planning’. The purpose of succession planning is to identify
and develop people to replace current incumbents in key positions in cases of
resignations, retirement, promotions, growth, expansion and creation of new
positions. Succession planning can be defined as an executive inventory report
indicating which individuals are ready to move into higher positions in the
organization.

Career planning and succession planning are similar but not synonymous.
Career planning covers all levels of employees, whereas succession planning is
generally required for higher level executives. A succession plan involves
identification of vacancies that are likely to occur in the higher levels and locating



Procurement
and Development

NOTES

Self - Learning
Material 113

the probable successors. Succession can be from within or from outside the
organization. Succession by people from within provides opportunities to employees
for progress in their careers. However, complete dependence on internal sources
may however cause stagnation. Similarly, complete dependence on outside talent
may cause stagnation in the career prospects of present employees, which in turn
may lead to a sense of frustration. Therefore, it is necessary to allow inflow of new
blood through succession from outside talent in certain cases like, when competent
and qualified people are not available internally when major expansion, diversification
and growth plans are in the offering.

2.8.5 Process of Career Planning
Career planning is a process to assist the employees to achieve a better match
between their career goals and the opportunities available in the organization. The
career planning process generally involves the following steps:

1. Identifying individual needs and aspirations: It is necessary to identify
and communicate the career goals, aspirations and career anchors of every
employee because most individuals may not have a clear idea about these.
Therefore, an analysis of the employee career anchors, aspirations and goals
must be done through objective assessment. This assessment is based on
personnel inventory. Personnel inventory will reveal the age, qualifications,
experience and aptitude of the present employees. Appraisal of employees
is then carried out to identify the employees having the necessary potential
for climbing up the ladder and are willing to be promoted and take up higher
responsibilities. Such appraisal will reveal the following three categories of
employees:

(a) Employees who are already fit and willing to take up higher
responsibilities

(b) Employees who have the potential and willingness to take up higher
responsibilities, but would need training to refine their expertise

(c) Employees who have the capacity to take up higher responsibilities
but lack the interest or desire

Organizations have to take the aspirations of the first two categories of
employees and outline the career paths for them.

2. Analysing career opportunities and carrer paths: Once career
aspirations and goals of employees are known, there is a need to analyse
various career opportunities available to offer under the prevailing career
paths in the organization. Career paths can be determined for each position.
It is also necessary to analyse career demands in terms of knowledge, skills,
experience, aptitude, etc. Long-term and short-term career goals can be
defined after relating the specific jobs to different career opportunities. Career
paths indicate career progression. Here also, since many employees may
not be aware of their own career progression path, it needs to be made
known to them. At a particular level, there may be young direct recruits, as
well as older persons who have risen to the level through promotions. The
former aspire for quick career progression due to their better education and
training. The latter cannot be expected to move up very high due to limited
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professional education. Therefore, promotions and direct recruitment at every
level must be so planned as to ensure a fair share to each group. This is called
age balance in career paths.

3. Identifying congruence and incongruence: At this stage, a mechanism
for identifying congruence between the employee’s career aspirations and
the organizational career system is developed. This helps to identify the
specific areas where mismatch or incongruence prevails. For this purpose,
specific jobs are related to different career opportunities. Such matching helps
to develop realistic career goals for both long term and short term.

4. Action Plans and Periodic Review: Alternative strategies and action plans
for dealing with mismatch are formulated and implemented. Some of the
strategies used are given below:
 Changes in career system by creating new career paths, new incentives,

new rewards by redesigning the jobs for lateral movement
 Change in the employee’s hopes and aspirations by creating new needs,

new goals and new aspirations
 Seek new basis of integration through problem solving, negotiations,

compromises, etc.
 Training and development of suitable people, so as to meet the needs of

both the individuals and the organization
After initiating these strategies, it is also necessary to review the same every

now and then. The review will indicate to the employees in which direction the
organization is moving, what changes are likely to happen and what skills are needed
to adapt to the changing needs of the organization.

Alpin and Gester have suggested a framework for career planning process
aimed at integrating the individual and organizational needs. This is presented in
Figure 2.3:

Fig. 2.3  Career Planning Process

Source: Alpin, J C and Gester D K ‘Career Development: An Integration of Individual and
Organizational Needs’ Personnel, March-April 1978, American Management Association:
New York.
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Life and career stages
Human resource manager must understand the issues that individuals face
throughout their careers. A study of career stages is therefore necessary. Career
can be analysed based on the career stages. There are five career stages through
which most employees have to go through. These stages include:

1. Exploration – preparation for work
2. Establishment – organizational entry
3. Early career – fit into chosen occupation
4. Mid career – make appropriate choice for continuous improvement
5. Late career – remain productive in the job

A diagrammatic representation of the stages mentioned above is given in the
Figure 2.4.

Fig. 2.4  Stages in Career Development

Source: Super D.E and Hall D.T ‘Career Development’ Annual Review of Psychology

Exploration stage: This stage is a career stage that usually ends in one’s mid-
twenties as one makes the transition from college to work. In this stage a person
prepares to be employable by developing occupational self-image, assess alternative
occupations and pursue necessary education. This stage has the least relevance
from the organizational point of view, as it happens prior to employment. It is in
this stage that individuals must acquire the knowledge, abilities and skills they will
need to compete in the market place.
Establishment stage: This is a stage where a person begins to search for work.
He/She obtains job offers from desired organizations, select the appropriate job
based on complete and accurate information. This stage includes getting one’s first
job. However, it might take many years to search for the right job. The outcome
of this stage includes making mistakes, learning from those mistakes and assuming
increased responsibilities.
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Early career stage: This stage entails fitting into a chosen occupation and
developing self-confidence working with others. The employee learns the job,
understands organizational rules and norms, fits into the chosen occupation and
pursues his goals.
Mid-career stage: This stage is marked by a continuous improvement in
performance, levelling off in performance or the start of deterioration in
performance. It is the stage of reappraisal and reaffirmation.
Late-career stage: Late career is the stage in which one is no longer learning
about his or her job. The employee can rest on his laurels and gain the respect of
younger employees. Here employees remain productive in work, maintain self-
esteem and prepare for effective retirement. This stage is usually a pleasant stage.

Box 2.2 presents a model of career stages.

Box 2.2 Stages in Career Development

Source: Bohlander George and Scott Snell ‘Managing Human Resources’, Thomson South-
Western, Australia, 2004 (Page 316).

Career and life stages are closely related, as both are linked to age and
psychological issues that a individual faces. Table 2.4 presents a model of the life
stage/career stage and family role/career tasks along with psychological issues and
Table 2.5 presents training needs within carrer stages.
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Table 2.4  Life and Career Stages

AGE LIFE
STAGE/CAREER
STAGE

FAMILY ROLE/
CAREER TASKS

PSYCHOLOGICAL
ISSUES

15 –
22

Adolescence

Pre-career
exploration

Single adult

Finding a career
Getting an education

Developing a self-identity
Balancing independence
with emotional support
Discovering own needs and
interests
Developing a realistic self
assessment of abilities

22 –
30

Young adult
transition

Early career: trial

Married adult

Getting a viable first
job

Balancing personal needs
with an intimate relationship
Developing self-confidence
Working with others

30 –
38

Young adulthood

Early career:
Establishment

Parent of young
children

Choosing an area of
competence
Becoming a
contributor

Adjustment to parenthood
Maintaining an intimate
relationship
Deciding on a level of
professional and
organizational commitment
Dealing with failure on first
projects

38 –
45

Mid-life transition Parents of adolescents

Reassessing career
abilities

Preparing to be a
mentor

Reassessing values
Dealing with ambivalent
feelings toward children
Reassessing progress
towards ambitions
Resolving work life/personal
conflicts

45 –
55

Mid-adulthood

Middle career:
growth

Parents of grown
children

Being a mentor

Building a deeper marital
relationship
Dealing with feelings of loss
Dealing with younger fast-
trackers
Using wisdom-based
experience

55 –
62

Late-life adult
transition

Late career
:maintenance

Grandparent of young
children

Making strategic
organizational
decisions
Concern for broader
organizational role

Developing new hobbies and
activities
Helping children financially
and emotionally with their
families
Concern for the company’s
welfare
Handling political or
important decisions without
getting upset

62 –
70

Late adulthood

Late career:
Withdrawal

Grandparent of
adolescents

Widow or widower

Developing leaders
Accepting less power

Dealing with increased
awareness of death
Coming to terms with life
choices

Finding new sources of life
Satisfaction outside job
Maintaining self-esteem

Source: Feldman D.C., ‘Managing Careers in Organizations’ Scott, Foresman Glenview IL
(1988), Page 14 - 19.
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Table 2.5  Training Needs within Career Stages

STAGE TASK NEEDS EMOTIONAL NEEDS
Exploration Varied job activities

Self-exploration
Making preliminary job choices
Settling down

Establishment/
advancement

Job challenge
Developing competence
in a speciality area

Developing creativity and
innovation
Rotating into a new area
after 3 to 5 years

Dealing with rivalry and
competition; facing failures
Dealing with work-family conflicts

Support

Autonomy

Mid-career Technical updating
Developing skills in
coaching others
Rotating into a new job
requiring new skills
Developing a broader
view of work and role in
firm

Expressing feelings about mid-life

Recognizing thinking about self in
relation to work and family

Reducing self-indulgence and
competitiveness

Late Career Planning for retirement
Shifting from a power
role to one of consultation
Identifying and
developing successor
Beginning activities
outside the organization

Support and counselling for seeing
one’s work as a platform for others

Developing a sense of identity
through extra organizational
activities

Source: Hall D.T and Morgan M.A ‘Career Development and Planning’ in Pearlman K, F.L
Schmidt and Hamner W.C (eds.) ‘Contemporary Problems in Personnel’ John Wiley and
Sons, New York (1983), Page 229.

Career Development Model
A narrow definition of career is ‘advancement’ in an organization, but a broader
view of career defines it as an ‘individually perceived sequence of attitudes and
behaviours associated with work-related activities and experiences over the span
of a person’s life’. Understanding career development in an organization requires
an examination of two processes: how individuals plan and implement their own
career goals (career planning) and how organizations design and implement their
career development programme. Carrell and Kuzmitz gave a model of career
development as shown in the Figure 2.5.

Fig. 2.5  Model of Career Development

Source: Carrell M.R. and Kuzmits F.E., ‘Personnel: Management of Human Resources’, Merill:
Columbus, Ohio (1982) Page 408.
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Career development is essential for implementing career plans. It consists
of activities undertaken by the individual employees and the organization to meet
career aspirations and job requirements. The most important requirement of career
development is that every employee must accept his/her responsibility for career
development.

2.8.6 Importance of Career Development
In today’s competitive business environment, organizations are forced to restructure
and downsize. The creation of new technologies has required individuals to update
their skills or become outdated. A number of organizational change initiatives could
have undesirable consequences for individuals. This include:
 Downsizing – reducing jobs in an organization.
 Delayering – reclassifying jobs more broadly.
 Decentralizing – responsibilities are reassigned to lower levels.
 Reorganization – refocusing around core competencies.
 Cost-reduction strategies – doing the same work with lesser resources.
 IT innovations – altering work due to advances in information technology.
 Competency measurement – measuring competency in a different way.
 Performance-related pay – linking pay with performance.

Nicholson has depicted the effects of organizational change on career and
the psychological impact on the individual, and has suggested the remedial measures
to reduce the negative effects (Table 2.6).

Table 2.6 Organizational Change Initiatives and Their
Effects on Careers and Individuals

Source: Nicholson N., ‘Career Systems in Crisis: Change and Opportunity in the
Information Age’, Academy of Management Executive 10, no. 4 (1996) Page 43.

2.8.7 Career Development Programme
An effective career development system attempts to integrate a series of individual
career planning and organizational career management activities that involve the
employee, management and the organization. A properly designed career
development programme needs to involve the following main actions:
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1. Career need assessment: Career is highly personal and an extremely
important element of one’s life. Hence, there is a need for selection of right
career for oneself. Career needs of employees can be judged by evaluating
their aptitudes, abilities and potentials. It is here that the role of HR manager
to assist the employee in his/her career decision-making process, by providing
much information as possible, become crucial.

2. Career opportunities: Career opportunities that can be met should be
identified through job analysis. Job analysis and job design provide the
fundamental information required to chart career paths in an organization.
Realizing that employees have definite career needs, it becomes obligatory
on the part of the organization to chart specific career paths and make the
same known to the employees. On the basis of such information the
employees can plan their own career movement and progression.

3. Need-opportunity alignment: When employees have assessed their career
needs and have become aware of the organizational career opportunities,
the next step in the career development programme is one of alignment. The
organization can design appropriate development programmes to help the
employees integrate their development needs with the organizational
opportunities. The various developmental programmes are as follows:
 Performance appraisal and Performance feedback
 Management by objectives (MBO)
 Career counselling
 Individualized techniques like Job enrichment, Job rotation, etc.

4. Monitoring career moves: It is necessary to maintain a record of career
movements of employees and to monitor their progress towards the
predetermined career goals. This will enable the HR department to identify
discrepancies and adopt correctional measures at the right time.

5. Making career development effective: A career development
programme can be made effective by the following ways:
 Making employees believe that their superiors care for their development.
 Career plans are developed with necessary support system to provide

a fair and equal opportunity to all concerned within and among the
different job families.

 Developing an appreciation of organizational constraints.
 Creating awareness about individual strengths and weaknesses.

Individual Career Counselling: Career planning may require advising and guiding
employees in their possible career paths and the direction in which they ought to
be heading. Such advising and guiding is called career counselling. One common
career development activity is career counselling. Individual career counselling is
to help the employees discuss their career goals in one-to-one counselling session.
The need for such counselling arises when employees have to plan their own careers
and develop themselves for career progression in the organization.
The main objectives of career counselling are:
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1. To provide guidelines that help an individual to understand himself more
clearly and develop his own thinking and outlook.

2. To help individuals achieve and enjoy greater personal satisfaction, and
pleasure.

3. To enable individuals understand the forces and dynamics operating in a
system.
Generally, career counselling is provided by the HR department or the training

department. However, some large organizations hire professional counsellors.
Tips to make career counselling effective: Peters has given some tips for
helping managers be more effective as coaches. They include the following:
 Practice active listening and paraphrasing to make sure you truly understand

what the employee is saying.
 Support the employee’s learning by asking him or her about the actions he

or she has taken and how successful they were.
 Help the employee to work on easier career goals first, then more difficult

ones.
 Help the employee write out scripts and role-play possible scenarios (e.g.,

interviewing for jobs).
 Provide positive feedback as employee takes relevant career actions (e.g.,

attending career workshops).
Conclusion:  Finally, it is the responsibility of the individual to create his or her
own career opportunities. The following quote by Arthur and Rousseau provide
some advice for individuals, as they attempt to navigate their way through their
careers ‘Careers in today’s world are what you make them. … Don’t wait for
formal training, but make sure colleagues you surround yourself with sustain new
learning for you, and try to reciprocate for them….Remember that who you are
and what you achieve will always be embedded in your relationship with others’.

2.8.8 Career Management and Career Anchors
Career management is considered to be an organizational process that involves
preparing, implementing and monitoring career plans undertaken by an individual
alone or within the organization’s career systems. A career development system is
a formal, organized planned effort to achieve a balance between individual career
needs and organizational workforce requirements. Career development practices
are designed to enhance the career satisfaction of employees and to improve
organizational effectiveness. It may be difficult however, to completely integrate
individual and organizational career efforts because the rate at which an individual
grows and develops may not parallel an organization’s needs.
Career planning and career path: The main objective of appraisals is to pave
the career path of an employee in an upward direction in the organization. As people
do not like to work in dead-end jobs, it is essential for an organization to create a
career ladder which defines each and every movement in an employee’s
professional life. It has been observed that many HRM practitioners favour
restructuring of jobs in order to create careers which are long and have potential
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for growth. Career growth may be achieved through career planning and career
path. Career planning has been defined as a process through which a career goal
is selected by the employee. Many times it has been seen that in order to achieve
growth, many employees change jobs. If career growth is not provided to an
employee, the employee may feel demotivated which also increases the need to
search for job alternatives. Career planning also helps an organization to make and
modify salary structures, identify the need for training and grooming an employee
for a higher position in the organization. Career paths have been defined as a
sequence of jobs which builds on one another and is basically of two kinds:

(a) Career paths may be for the purpose to change an employee’s job profile
from a lower level to a higher level. However, in this case the job remains
more or less the same. This may be explained with the example of a
professor’s job. For instance, a professor may be promoted to the ranks of
an associate professor, however, he will continue to teach and research as
he was before. Therefore, in this context, career path means a change in
status, higher salary and incentives with less workload and better working
conditions.

(b) Career paths may also been in situations where the position brings a change
in job profile and includes higher salary, status and incentives with improved
working conditions. For instance, an engineer may grow in the same line of
work which may bring increased responsibilities. In some cases, the engineer
may move to other projects with different job demands.

There are two variations of career path:
(i) Linear career path:  Here an employee joins at entry level position

and through the years reaches higher level positions in the same
organization.

(ii) Transitory career path: In this type of career path, the employee
leaves its present company and joins another company at a higher level.

Career planning and career path have the following advantages:
 Employees have experience and vast knowledge of career

opportunities in the present organization.
 It helps organizational decision-making in identifying development

efforts for fast track employees, and training needs for slow movers.
 An effective career planning scheme helps the organization to retain

hard working and committed employees.
 It is an effective tool for replacement management. Employees, not

shaping up, may be asked to leave, or may leave on their own. Finding
their replacement becomes easy through career planning.

Career anchors: Career anchors are distinct patterns of self-perceived talents,
attitudes, motives and values that guide and stabilize a person’s career after several
years of real world experiences and feedback. Individuals put down anchors to
stabilize their career choices. According to Schein, career anchors are difficult to
predict ahead of time because they are evolutionary and a result of a process of
discovery. Based on his study of MIT graduates, Schein identifies eight career
anchors:
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1. Managerial competence: People with this drive seek managerial positions
that offer opportunities for higher responsibility, decision making power, etc

2. Technical competence: People who have a strong technical or functional
career anchor seem to make career choices based on the technical or
functional content of the work, such as engineering or accounting.

3. Security: If your career anchor is security, then you are willing to do what is
needed to maintain job security (complying with rules and regulations of every
kind) a decent income and a stable future in the form of a good retirement
package.

4. Creativity: These people are driven by an overwhelming desire to do
something that is entirely of their own making. For them, starting a new
venture, working in a research lab, piloting a novel venture in a desert may
be exciting alternatives, their idea of a creative vocation.

5. Autonomy: These people seek a career that offers freedom of action and
independence.

6. Dedication to a Cause: If this is your anchor, you focus on a cause that
you believe is important (ending starvation deaths, bringing about wolrd
peace, cure for a disease).

7. Pure challenge: If this is your career anchor, you seek to meet and overcome
difficult barriers or obstacles (scaling a mountain, reviving sick companies).
You basically seek novelty and variety in your work.

8. Lifestyle: if this is our career anchor, you seek to integrate personal, career
and family goals. You choose jobs that enable you to fit all parts of your life
together.

Problems of plateauing employee: A career plateau is a situation in which for
either organizational or personal reasons the probability of moving up the career
ladder is low. It was Judith Bardwick who first called this phenomenon as “the
Plateauing Trap”. Most of the employees will plateau in their working lives for three
reasons:

1. Structural Plateau – A structural plateau marks the end of promotions in
the organization and an employee will have to leave the organization to find
new opportunities and challenges as the organization is not able to provide
the employee with the opportunity for growth.

2. Content Plateau – A content plateau occurs when a person has learned a
job too well and is bored with day-to-day activities. The employee should
be given some other job in the organization so that content plateau may not
occur. However organizations are not ready to do it because the employee
has gained sufficient expertise in the given field.

3. Life Plateau – Employees who experience life plateaus often have allowed
work or some other major factor to become the most significant aspect of
their lives, and they experience a loss of identity and self esteem. A life plateau
is more profound.
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Entrenched employees: Due to a large number of organizational restructurings
and downsizings, many employees stay with their organization to keep their jobs,
but do not stay as committed or attached to them as their employers would like.
To eliminate the potentially adverse consequences of entrenchment, organizations
can take some of the steps suggested by Carson K.D and Carson P.P.:
 Offer generous severance pay packages to fund employees’ explorations

into new careers.
 Encourage portability of benefits such as pension fund, accrued time off.
 Provide on going career counselling and outplacement assistance to attend

classes while still employed.
 Offer tuition reimbursement and time off for employees to attend classes.
 Implement staged recruitment programmes.
 Give employees time to rotate to other positions in the organization to explore

other career options.
 Allow employees to phase out jobs and not automatically eliminate them.
 Emphasize the importance of learning and development throughout the

organization.
 Encourage employees to think about career-planning issues.
 Extend portability of medical coverage and other insurances for 18–24

months.
Dual career couples: With the increasing number of women entering the
workplace, the concept of dual-career couples has come into being. Economic
necessity and social forces have encouraged this trend. In a dual-career couples
follow their own careers and actively support each other’s career development.
Employers have recognized the importance of assisting these employees with their
career needs. Organizations are becoming more involved in designing programmes
to help employees manage their work-family role conflict by providing a place and
procedure for discussing conflicts and coping strategies. Organizations are also
changing their practices for recruitment, travel, transfer, promotions, scheduling
hours, and benefits to meet the needs of the larger number of dual-career couples.

As with most lifestyles, the dual-career arrangement has its positive and
negative sides. The difficulties that dual-career couples face include the need for
quality child care, time demands, and emotional stresses. A significant number of
organizations are concerned with the problems faced by dual-career couples and
offer assistance. In recent years, organizations have been much more interested in
developing family-responsive practices. These practices include:

 Increasing use of flexible work schedules so that employees find time to
be with their children in turns. Flexible working schedules are the most
frequent organizational accommodation to these couples.
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 Besides flexitime, organizations also provide job sharing, part-time work,
compressed workweeks, temporary work and work at home
(telecommuting)

 More openings of on-site childcare centres.
 Greater use of paid leave for maternity and now even paid paternity leave

in most progressive organizations.
These programmes enable employees to address their work and family

concerns and reduce the potential stress or conflict between their various life roles.
Managing careers of fast-track employees: Career development programmes
are often put into effect to meet the unique needs of particular employees. Although
there are many different groups of employees, we now focus on fast-track
employees. Organizations often identify individuals with high career potential and
place them on a fast track for upward moves in the company. The identification
and development of these employees require organizations to exert extra recruitment
efforts and to monitor career progress of these employees frequently. Organizations
must provide considerable feedback, training and counselling, as well as offer
quicker job changes and more challenging job assignments, particularly during the
employees’ first few years on the job. Managers who are responsible for identifying
and developing fast-track employees should be recognized for their efforts if they
are to take their responsibilities seriously.
Succession planning: Succession planning involves having senior executives
periodically review their top executives and those in the next lower level to
determine several backups for each senior position. Succession planning is the
process of identifying, developing, and tracking key individuals so that they may
eventually assume top level positions. This is important because it often takes years
of grooming to develop effective senior managers. Succession planning is usually
restricted to senior-level management positions and can be of two types (i) informal
and (ii) formal.
Informal succession planning: For informal succession planning the individual
manager identifies and grooms his or her own replacement.
Formal succession planning: Formal succession planning involves an examination
of strategic (long-range) plans and HR forecasts and a review of data on all potential
candidates. The objective is to identity employees with potential and increase
managerial depth as well as promoting from within the company. There are many
benefits of having a formal succession planning system. E.H Burack has enlisted
the benefits of formal succession planning which are given in Box 2.3.
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Box 2.3 Benefits of Formal Succession Planning

Source: Burack E.H, (1988), Creative Human Resource Planning and Applications: A
Strategic Approach (Englewood Cliffs NJ): Prentice Hall, Page 167.

Check Your Progress

37. List few factors which affect the career development of an individual.
38. What is the difference between career planning and succession planning?
39. What do you understand by career plateau?

2.9 ANSWERS TO ‘CHECK YOUR PROGRESS’

1. Job analysis is a procedure, by which pertinent information is obtained about
a job, i.e., it is a detailed and systematic study of information relating to the
operations and responsibilities of a specific job.

2. Industrial engineering activity is concerned with operational analysis, motion
study, work simplification methods and improvements in the place of work
and its measurement, and aims at improving efficiency, reducing unit labour
costs and establishing the production standard which the employee is
expected to meet.
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3. There are five basic steps required for doing a job analysis:
 Step 1: Collection of Background Information
 Step 2: Selection of Representative Position to be Analysed
 Step 3: Collection of Job Analysis Data
 Step 4: Developing a Job Description
 Step 5: Developing Job Specification

4. Determining the relative worth of all jobs in the enterprise is difficult. This is
so, because jobs differ with respect to the demands made on the employees
as well as the value of the job to the enterprise.

5. The characteristics of human resource planning are as follows:
(i) Human resource planning must incorporate the human resource needs

in the light of organizational goals.
(ii) A human resource plan must be directed towards well-defined

objectives.
6. If the number of persons in an organization is less than the number of persons

required, then, there will be disruptions in the work—production will be
hampered, the pace of production will be slow and the employees burdened
with more work.

7. Recruitment means announcing job opportunities to the public in such a
way that a good number of suitable people will apply for them. On the
other hand, selection means choosing from that number, those applicants
who are most likely to succeed in the jobs. In this sense, recruitment is a
positive process while selection is a negative process of rejecting most of
the candidates.

8. Interview is the most widely used technique for selection.
9. Recruitment from within the organization should be encouraged as a method

of recruitment because it contributes to building up good morale among
workers.

10. The policy of preferring internal candidates suffers from some disadvantages.
It may lead to inbreeding, discouraging new blood from entering an
organization. If promotion is based on seniority, the really capable hands
may be left out.

11. Blind advertisement is a method of recruiting individuals by not revealing
the name of the organization. Blind advertisements use Box NO. and do
not publish the name of the company that is advertising. Respondents are
asked to reply to a Box No.

12. Raiding means attracting the employees working elsewhere to join the
organization.

13. Selection is considered a negative process as it involves rejection of most
of the candidates, leaving only a few who are considered suitable.

14. Some of the measures to build high employee morale in an organization
include:
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 Unity of interests: Integration of worker’s goals with organization’s
objectives will create employee’s confidence and build up high morale.

 Leadership confidence: Managers who are sincere, sympathetic and
democratic in their attitude towards employees can easily establish
confidence in their leadership.

15. Orientation is ‘a technique by which a new employee is rehabilitated into
the changed surroundings and introduced to the practices, policies and
purposes of the organization’.

16. The three types of induction programmes are general induction programme,
specific orientation programme and follow-up orientation programme.

17. An induction programme is needed in an organization as when a person
joins an organization, he may feel strange, shy, insecure and/or nervous.
Induction leads to reduction of such anxieties.

18. The purpose of the follow-up induction programme is to find out whether
the employee is reasonably satisfied with the job.

19. A dry promotion is a promotion as a result of which there is no increase in
the employee’s pay. Dry promotions are given in lieu of increases in
compensa-tion. It is usually made decorative by giving a new and longer
job title to the employee.

20. A good promotion policy develops employee loyalty by rewarding him and
placing him in higher position in the organization for his efficiency.

21. Shift transfers are the transfers of workers from one shift to another on the
same type of work. Workers generally dislike second or third shift, as it
affects their participation in community life. To minimize this, shift trans-fers
are affected. These transfers also help workers to escape routine fatigue.

22. Following measures should be taken to make a transfer policy successful:
• Proper job description and job analysis should be done.
• Care should be taken to ensure that frequent or large-scale transfers are

avoided by laying down adequate procedures for the purpose.
23. One track of the employee separation process involves the employee and

the manager who is responsible for ensuring that the tasks assigned to the
employee have been handed over or completed properly. The other track
involves the employee and the HR department dedicated for the separation
process, who handle the employee benefits, such as provident fund (PF),
gratuity (if applicable), etc.

24. Golden handshake method is the way of a company asking its senior
executive to leave in lieu of a huge sum of payment. A very profitable
separation agreement is offered to the employee as an incentive to retire. It
is usually offered for loss of employment through layoffs, firing or even
retirement.

25. Prosperity and growth are the two objectives which every organization
wants to achieve.
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26. Development is a continuous process leading to self-actualization, while
training has no such lofty aims as it is limited in scope and in content.

27. Objectives serve as the basis for evaluating the overall success of a training
programme. The evaluation processes are entirely dependent on stating
clear objectives as a basis for measurement and evaluation.

28. The term ‘instructional objectives’ literally means ‘instruction to achieve
specific predetermined objectives’. This implies that the instructor has to
orient his teaching towards the predetermined objectives.

29. Knowledge development objective is related to content or cognitive learning.
This objective focuses on information processing ability or the ability to
comprehend knowledge.

30. Some teacher centred methods of training are as follows:
 Lecture
 Lecture and discussion
 Mentoring
 Guided discussion

31. The focal point in a lecture is the trainer. Hence, it is the trainer who controls
the session and its contents.

32. The aim of the simulation method is to provide the trainee with the ‘feel’ of
work place situation in a controlled setting. Simulation is a method best
suited for imparting skills, for instance, pilots hone their flying skills on flight
simulators.

33. The key objectives of executive development are: to ensure a steady source
of competent people; to prevent managerial obsolescence by exposing the
managers to new concepts; to prepare the employees for higher assignments
so that they may be promoted from within.

34. The two important methods of executive development are — i) On-the job
methods; and ii) Off-the-job methods.

35. The major limitation of role-playing for managerial development is that senior
executives avoid responsibility and act only as observers, while the junior
executives become unduly concerned.

36. One of the key roles of counselling is that it helps the trainees to identify
their weakness. Once the weakness and other drawbacks have been
identified, different measures can be introduced to overcome them.

37. A person’s career is shaped by many factors, including the following:
• Education
• Experience
• Performance
• Job expertise
• Age level
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38. Career planning covers all levels of employees, whereas succession planning
generally focuses on higher levels of employees.

39. A career plateau is a situation in which, either for personal reasons or for
organizational reasons, the probability of moving up the career ladder is
low.

2.10 SUMMARY

 Job analysis is a procedure, by which pertinent information is obtained about
a job, i.e., it is a detailed and systematic study of information relating to the
operations and responsibilities of a specific job.
 A comprehensive Job Analysis (JA) programme is an essential ingredient of

sound personnel management. It is the major input to forecasting future
human resource requirements, job modifications, job evaluation,
determination of proper compensation and the writing of job descriptions.
 Job analysis provides the following information:

o Job identification
o Significant characteristic of the job
o What the typical worker does
o Which material and equipment a worker uses
o How a job is performed
o Required personnel attributes
o Job relationship

 There are five basic steps required for doing a job analysis:
o Step 1: Collection of Background Information
o Step 2: Selection of Representative Position to be Analysed
o Step 3: Collection of Job Analysis Data
o Step 4: Developing a Job Description
o Step 5: Developing Job Specification

 Job design is the division of the total task to be performed into manageable
and efficient units — positions, departments and divisions — and to provide
for their proper integration.
 Determining the relative worth of all jobs in the enterprise is difficult. This is

so, because jobs differ with respect to the demands made on the employees
as well as the value of the job to the enterprise.
 According to Geisler, ‘HR planning is the process (including forecasting,

developing and controlling) by which a firm ensures that it has the right
number of people and the right kind of people at the right places at the right
time doing work for which they are economically most useful.’
 In order to achieve the objectives of the organization, the HR planner should

keep in mind the timing and scheduling of HR planning. Furthermore, the
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management has to be persuaded to use the results of manpower planning
studies.
 No employer can survive in the absence of human resources. Recruiting a

new employee may be the most obvious step when a vacancy occurs but it
is not necessarily the most appropriate. Some of the other options are
reorganizing the work, using overtime, mechanizing the work, making the
job part-time, using an agency, etc.
 Recruitment is a process that not only helps to fill a vacancy physically,

mentally and temperamentally but also helps to develop an employee into a
desirable asset. The selection process finds persons with potential to grow
in the organization.
 Recruiters commonly make use of two tools to ascertain their staffing needs.

These are the ratio analysis and trend analysis methods.
 Trend analysis involves examining and analysing the changes in an

organization’s employment levels over the last few years. This can be done
by computing the number of workers in your organization at the end of
each of the last five years, or may be the number in each sub-category
(such as sales, production, secretarial and administrative) at the end of each
of those years.
 Another common approach to forecasting staffing needs is ratio analysis.

This involves forecasting staffing requirements based upon the ratio between
(i) some causal factor like sales volume and (ii) the number of employees
required (for instance number of sales people).
 There are two main sources of recruitment from which employees may be

recruited: (1) Internal sources, i.e., recruitment from within the organization
and (2) External sources, i.e., recruitment from outside the organization.
 Recruitment from within the organization should be encouraged as a method

of recruitment because it contributes to building up good morale among
workers. Existing employees should be given an opportunity to switch over
to another job which they consider more congenial.
 Job opening for employees within the organization stimulates the possibility

of transfer or promotion, increases the general level of morale, and provides
more information about the candidate through analyzing his performance in
the organization.
 Some of the external sources of recruitment are employment exchanges,

advertisement, casual applications, educational institutes, employment
agencies, etc.
 Recruitment is an issue that is becoming more international. Not only has

the growth of multinational enterprises meant that they now recruit in many
countries, but there has also been a growth in organizations that recruit for
their domestic workforce.
 There are also marked differences across countries in terms of labour

markets. Germany, Japan, France and Switzerland are noted for generally
having internal labour markets where recruitment tends to be focused on
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specialized entry points at low levels of the hierarchy, and wherein promotion
is through internal assessment.
 Britain, the US, Denmark, the Netherlands and Hong Kong tend to be

characterized as external labour markets where candidates can move in
and out of the hierarchy at any level.
 In accordance with the research by the Society for Human Resource

Management, the Internet is used by 96 per cent of all job seekers. The
applicants can make use of these websites for submitting their resumes and
similarly, prospective employers can check these resumes for candidates
who may suite their requirements.
 Selection, either internal or external, is a deliberate effort of organizations

to select a fixed number of personnel from a large number of applicants.
The primary aim of employee selection is to choose those persons who are
most likely to perform their jobs with maximum effectiveness and to remain
with the company.
 The application blank or application form and employment interview are

the two most widely used selection methods and they are often used in
combination to supplement each other.
 According to R.P Billimoria, induction or orientation is ‘a technique by which

a new employee is rehabilitated into the changed surroundings and introduced
to the practices, policies and purposes of the organization’.
 The different types of induction programmes are general induction

programme, specific orientation programme and follow-up orientation
programme.
 Employee separation is a process which ensures that an employee who is

leaving the organization makes his exit in a structured and systematic manner.
Several companies take this process very seriously and therefore have a
dedicated department to handle the exit of employees from the organization.
 The voluntary retirement scheme (VRS) was initiated to off-load excess

manpower without putting any pressure on the employee to quit. Usually,
employees who have attained 40 years of age or completed 10 years of
service are eligible for this scheme.
 Training constitutes an important part of personnel management and it is the

personnel department of an organization which supervises training.
 According to Raymond A Noe, ‘Training refers to a planned effort by a

company to facilitate employee’s learning of job related competencies.’
 The distinction between training and education becomes very clear if one

looks at both terms from Human Resource Management perspective. Training
is usually associated with the learning of a specific set of skills to perform a
particular kind of work, while education is generally associated with learning
of ‘skills for life’.
 Development is a continuous process leading to self-actualization, while

training has no such lofty aims as it is limited in scope and in content.
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 Instructional objectives form a major component of any training programme.
They can be used to develop or select training materials and to guide
instructors, trainees and test developers.
 Clearly worded and effective objectives help to design the training precisely

to fit the needs of trainees and the organization.
 Instructional objectives make the trainer focus clearly on the desired

outcomes and determine what the trainees need to know and do, in order
to meet those established objectives.
 Instructional objectives are an extremely important component of instruction

because they directly integrate training with trainee’s evaluation and
assessment.
 Objectives provide a plan that enables the trainer to present information

systematically and logically to bring a programme of study to an effective
conclusion.
 There are three types of instructional objectives based on the work of

Benjamin Bloom, a behaviourist who focused his research on the study of
educational objectives.
 Attitude development objectives deal with attitudes, values or feelings. These

objectives are appropriate when you want to change people’s attitudes or
increase their awareness of, or sensitivity to, certain issues or ideas.
 Skills objectives require trainers to impart skills to the trainees. The trainers

are required to teach the trainees how things are done or how to operate,
for instance, a lathe machine.
 Training methods refer to instructional methods used for delivering learning

contents.
 These are used for knowledge and attitude development. The method focuses

on providing information and attempts to stimulate learning by affecting the
cognition process of the trainees.
 On-the-job training is one the oldest types of training methods. It refers to

recruits learning at work under the supervision of a line manager or a
supervisor.
 According to R. W. Glover, ‘Apprenticeship is a work study training method

with both on-the-job and classroom training.’
 Mentoring refers to the relationship that develops between a senior and

junior employee(s). As a mentor, the senior guides the junior and explains
to him the nuances of organizational functioning.
 A lecture is the most formal of training methods and in training terms it

means a verbal presentation given before the trainees for instruction and it
may be accompanied by visual aids like flipcharts or projections.
 Role play is a training method in which trainees act out hypothetical situations,

in assigned roles, by improvising their behaviour.
 Simulation represents replication of environment, processes, and situations

that occur in a work situation/environment.



Procurement
and Development

NOTES

Self - Learning
134 Material

 Executive or management development is a long-term educational process
utilizing a systematic and organized procedure by which managerial personnel
learn conceptual and theoretical knowledge.
 In this age of professionalization of management, the importance of executive

development cannot be minimized. In fact, executive talent is the most
important asset of an organization.
 Some of the key objectives of executive development are to ensure a steady

source of competent people, to prevent managerial obsolescence by
exposing the managers to new concepts, etc.
 Managers are largely made, not born. This statement forms a basis for

numerous management development programmes (EDPs).
 Some of the important types of EDPs are job rotation, syndicate system,

conference and sensitivity training, among others.
 Development of mentor-protégé relationship is very important in

organizations. It helps in developing leadership and careers of the protégées
and in tackling projects.
 A career is a sequence of positions or jobs held by a person during the

course of his life. It consists of a series of properly sequenced roles and
experiences leading to an increasing level of responsibility, status, power
and rewards.
 Many employees, especially highly educated ones, desire a career, not ‘just

a job’.
 Today, organizational involvement in career planning is increasing. Career

planning aims at matching individual potential for promotion and individual
aspirations with organizational needs and opportunities.
 Career planning helps the employees to enhance their job performance and

thus, helps in the overall effectiveness of the organization.
 Career planning is a process to assist the employees to achieve a better

match between their career goals and the opportunities available in the
organization.
 Career planning covers all levels of employees, whereas succession planning

is generally required for higher level executives. A succession plan involves
identification of vacancies that are likely to occur in the higher levels and
locating the probable successors.
 Career can be analysed, based on the career stages. There are five career

stages through which most employees have to go through.
 An effective career development system attempts to integrate a series of

individual career planning and organizational career management activities
that involve the employee, management and the organization.
 Career planning may require advising and guiding employees in their possible

career paths and the direction in which they ought to be heading. Such
advising and guiding is called career counselling.
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 Career anchors are distinct patterns of self-perceived talents, attitudes,
motives and values that guide and stabilize a person’s career after several
years of real world experiences and feedback.

2.11 KEY TERMS

 Job: It may be defined as a ‘collection or aggregation of tasks, duties and
responsibilities which as a whole is regarded as a regular assignment to
individual employees’.
 Job Analysis: It is a procedure by which pertinent information is obtained

about a job. It is a detailed and systematic study of information relating to
the operations and responsibilities of a specific job.
 Recruitment: It is the process of looking for prospective employees and

encouraging them to apply for jobs in the organization.
 Trend analysis: It involves examining and analysing the changes in an

organization’s employment levels over the last few years.
 Headhunting: It is the activity of identifying and approaching suitable people

employed elsewhere to fill business positions.
 Transfers: It is act of moving an employee from one position to another of

a similar status. Generally, there is no increase in the pay.
 Retrenchment: It means the termination of service of an employee for any

reason; but it certainly isn’t a punishment imposed as a disciplinary action.
The job can be either terminated due to economy, installation of labour
saving machinery or other any such industrial or trade reasons.
 Development: It means the growth of an individual’s ability through

conscious and unconscious learning.
 Education: It is the process of developing knowledge, skills and values of

an individual, which would enable him to understand the broader aspects of
life.
 Role Play: It refers to acting out of the part of a particular person or

character, for example as a technique in training or psychotherapy.
 Simulation: It is the production of a computer model of something, especially

for the purpose of study.
 Case Study: It means a particular instance of something used or analysed

in order to illustrate a thesis or principle.
 Mentoring: It is a training system under which a senior or more experienced

individual (the mentor) is assigned to act as an advisor, counsellor, etc.
 Management Games: It is a classroom is a classroom exercise in which

teams of students compete against each other to achieve common objectives.
 Executive or Management Development: It is a long-term educational

process utilizing a systematic and organized procedure by which managerial
personnel learn conceptual and theoretical knowledge.
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 Technical competence: It is the knowledge of and skill in the exercise of
practices that are required for successful accomplishment of a business,
job, or task

2.12 SELF-ASSESSMENT QUESTIONS AND
EXERCISES

Short-Answer Questions
1. Which methods are used for collecting job analysis data?
2. What are the two approaches to job design?
3. Define human resource planning.
4. What are some of the options available to a recruiter if he/she does not

want to recruit a new employee for a vacancy?
5. What are the two techniques used for forecasting staffing needs of an

organization?
6. What are the advantages of internal recruitment?
7. List the disadvantages of headhunting.
8. State the problems that might come up while placing an employee on a job.
9. Name the different types of promotions.

10. What are the different types of transfers in organizations?
11. Write a short note on involuntary separation.
12. Why was the Voluntary Retirement Scheme initiated?
13. Define training.
14. Write a short-note on the differences between training and education.
15. What does the use of instructional objectives as framework for content

ensure?
16. Discuss the use of instructional objectives in training programmes.
17. What are the disadvantages of instructional objectives?
18. Write a short-note on skill objectives.
19. List the different types of student centred group training methods.
20. What is the importance of executive development?
21. How can the career planning process be made effective?
22. What do you understand by career counselling?
23. What are the main objectives of career planning?

Long-Answer Questions
1. Discuss the purpose and uses of job analysis.
2. Explain the non-analytical and analytical systems for job evaluation and

comparison.
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3. Examine the benefits of HR planning.
4. Explain the sources of internal recruitment.
5. Discuss the external sources of recruitment.
6. Analyse the essential elements of a selection procedure.
7. Write a detailed note on the different bases of promotion.
8. Elaborate the process of employee separation.
9. Examine the different types of instructional objectives.

10. Describe the different on-the-job training methods.
11. Discuss the various off-the-job training methods.
12. Explain the various steps of job-instructional technique.
13. Discuss the concept of executive development.
14. What are the different forms of off-the-job methods?
15. Explain the steps involved in career planning process and career

development.
16. Elaborate the differences between organizational and individual career

planning.
17. Explain the concept of career anchors.
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3.0 INTRODUCTION

Compensation and related benefits provided by employers ensure that the
employees are satisfied and feel valued so that they choose to remain with the
company. A performance appraisal is an evaluation of the performance and
productivity of employees working in an organization. In this evaluation, the
performance, strengths, weaknesses and future prospects of employees are taken
into consideration as per established criteria and organizational objectives.
Performance appraisal is a critical process that results in the improvement of
performance, job satisfaction and better teamwork. This unit focuses on the wage
and salary administration along with the concept, objectives and various methods
and techniques of performance appraisal.

3.1 OBJECTIVES

After going through this unit, you will be able to:
 Explain the wage and salary administration
 Understand the concept and objectives of performance appraisal
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 Analyze the traditional and modern methods of performance appraisal
 Describe the compensation plans

3.2 INTRODUCTION TO WAGE AND SALARY
ADMINISTRATION

The activities of wage and salary administration are as follows:
 Job evaluation
 Surveys of wage and salaries
 Analysis of relevant organizational problems
 Development and maintenance of the wage structure
 Establishing rules for administering wages
 Wage payments
 Incentives
 Profit sharing
 Wage changes-adjustments
 Supplementary payments
 Control of compensation and other related items

3.2.1 Nature and Purpose of Wage and Salary
Administration

The basic purpose of wage and salary administration is to establish and maintain
an equitable wage and salary structure. Its secondary objective is the establishment
and maintenance of an equitable labour-cost structure, i.e., an optimal balancing
of conflicting personnel interests so that the satisfaction of employees and
employers is maximized and conflicts minimized. The wage and salary
administration is concerned with the financial aspects of needs, motivation and
rewards.
The objectives of the wage and salary administration are mentioned as follows:

(i) For employees
 Employees are paid according to requirements of their jobs.
 The chances of favouritism (which creep in when wage rates are

assigned) are greatly minimized.
 Job sequences and lines of promotion are established wherever they are

applicable.
 Employees’ morale and motivation are increased because a wage

programme can be explained and is based upon facts.
(ii) To employers
 They can systematically plan for and control their labour costs.
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 In dealing with a trade union, they can explain the basis of their wage
programme because it is based upon a systematic analysis of job and
wage facts.

 A wage and salary administration reduces the likelihood of friction and
grievances over wage inequities.

 It enhances an employee’s morale and motivation because adequate and
fairly administered wages are basic to his wants and needs.

 It attracts qualified employees by ensuring an adequate payment for all
the jobs.

The Wage Determination Process
The steps involved in the wage determination process steps are as follows:
 Performing job analysis
 Wage surveys
 Analysis of relevant organizational problems forming the wage structure
 Framing rules of wage administration
 Explaining these to employees
 Assigning grades and price to each job and paying the guaranteed wage

3.2.2 Factors Influencing Wage and Salary Structure
and Administration

The wage policies of different organizations vary somewhat. Marginal units pay
the minimum necessary to attract the required number and kind of labour. Often
these units pay only the minimum wage rates required by labour legislation and
recruit marginal labour. At the other extreme, some units pay well above the going
rates in the labour market.

A sound wage policy is to adopt a job evaluation programme in order to
establish fair differentials in wages based upon differences in job contents. Besides,
the basic factors provided by a job description and job evaluation, those that are
usually taken into consideration for wage and salary administration are as follows:
 The organization’s ability to pay
 Supply and demand of labour
 The prevailing market rate
 The cost of living
 Living wage
 Productivity
 Trade union’s bargaining power
 Job requirements
 Managerial attitudes
 Psychological and sociological factors
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3.2.3 Principles of Wage and Salary Administration
The commonly suggested principles governing fixation of wage and salary are:

(i) There should be a definite plan to ensure that differences in pay for jobs are
based upon variations in job requirements, such as skill, effort, responsibility
of job or working conditions, and mental and physical requirements.

(ii) The general level of wages and salaries should be reasonably in tune with
that prevailing in the labour market. The labour market criterion is most
commonly used.

(iii) The plan should carefully distinguish between jobs and employees. A job
carries a certain wage rate, and a person is assigned to fill it at that rate.
Exceptions sometimes occur in very high-level jobs in which the job-holder
may make the offer large or small, depending upon his ability and
contributions.

(iv) Equal pay for equal work, i.e., if two jobs have equal difficulty requirements,
the pay should be the same, regardless of who fills them.

(v) An equitable practice should be adopted for the recognition of individual
differences in ability and contribution. For some units, this may take the form
of rate ranges, with in-grade increases; in others, it may be a wage incentive
plan; in still others, it may take the form of closely integrated sequences of
job promotion.

(vi) There should be a clearly established procedure for hearing and adjusting
wage complaints. This may be integrated with the regular grievance
procedure, if it exists.

(vii) The employees and the trade union, if there is one, should be informed about
the procedure used to establish wage rates. Every employee should be
informed of his own position, and of the wage and salary structure. Secrecy
in wage matters should not be used as a cover-up for haphazard and
unreasonable wage programme.

(viii) The wage should be sufficient to ensure for the worker and his family a
reasonable standard of living. Workers should receive a guaranteed minimum
wage to protect them against conditions beyond their control.

(ix) The wage and salary structure should be flexible so that changing conditions
can be easily met.

(x) Prompt and correct payments of the dues of the employees must be ensured
and arrears of payment should not accumulate.

(xi) For revision of wages, a wage committee should always be preferred to the
individual judgement, however unbiased, or a manager.

(xii) The wage and salary payments must fulfil a wide variety of human needs,
including the need for self-actualization. It has been recognized that ‘money
is the only form of incentive which is wholly negotiable, appealing to the
widest possible range of seekers.... Monetary payments often act as
motivators and satisfiers interdependently of other job factors.’
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Check Your Progress

1. What is the secondary objective of wage and salary administration?
2. What are the aspects covered in the wage and salary administration?

3.3 PERFORMANCE AND POTENTIAL
APPRAISAL

Performance appraisal plans are designed to meet the needs of the organization
and the individual. It is increasingly viewed as central to good human resource
management. Performance appraisal could be taken either for evaluating the
performance of employees or for developing them. The evaluative purpose has a
historical dimension and is concerned primarily with looking back at how employees
have performed over a given time period, compared with the required standards
of performance. The developmental purpose is concerned with the identification
of employee’s training and development needs.

Appraisal of employees serves several useful purposes. Some of these are
as follows:

(i) Feedback: It serves as a feedback to the employee. It tells him what
he can do to improve his present performance and go up the
‘organizational ladder’. The appraisal thus facilitates self-development.
It also makes the employee aware of his key performance areas.

(ii) Compensation Decisions: It provides inputs to the system of
rewards. The approach to compensation is at the heart of the idea that
raises should be given for merit rather than for seniority.

(iii) Database: It provides a valid database for personal decisions
concerning placements, pay, promotion, transfer, and so on. Appraisal
also makes the employee aware of his key performance areas.
Permanent performance appraisal records of employees help
management to do planning without relying upon personal knowledge
of supervisors who may be shifted.

(iv) Personal Development: Performance appraisal can help reveal the
causes of good and poor employee performance. Through discussions
with individual employees, a line manager can find out why they perform
as they do and what steps can be initiated to improve their
performance.

(v) Training and Development Programme:By identifying the strengths
and weaknesses of an employee, it serves as a guide for formulating a
suitable training and development programme to improve his
performance. It can also inform employees about their progress and
tell them what skills they need to develop to become eligible for pay
rises and/or promotions.

(vi) Promotion Decisions: It can serve as a useful basis for job change
or promotion. By establishing whether the worker can contribute still
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more in a different or a higher job, it helps in his suitable promotion
and placement. If relevant work aspects are measured properly, it helps
in minimizing feelings of frustration of those who are not promoted.

(vii) Improves Supervision: The existence of a regular appraisal system
tends to make the supervisors more observant of their subordinates,
because they know that they will be periodically expected to fill out
rating forms and would be called upon to justify their estimates. This
improves supervision.

Performance appraisal helps to have comparative worth of employees.
Appraising employee performance is, thus, useful for compensation, placement and
training and development purposes. In the words of M.W. Cummings, ‘the overall
objective of performance appraisal is to improve the efficiency of enterprise by
attempting to mobilize the best possible efforts from individuals employed in it. Such
appraisals achieve four objectives including the salary reviews, the development
and training of individuals, planning job rotation and assistance promotions.’ The
information can also be used for grievance handling and keeping records. It helps
in improving the quality of supervision and the employee–employer relationship.

3.3.1 Uses of Performance Appraisal
Performance appraisal is a significant element of the information and control system
in an organization. Performance appraisal is used in order to:

(i) Provide valuable information for personnel decisions such as pay increases,
promotions, demotions, transfers and terminations. The information provided
forms the basis for suitable personnel policies.

(ii) Provide feedback about the level of achievement and behaviour of
subordinates, rectifying performance deficiencies and to set new standards
of work, if necessary. It also identifies individuals with high potential who
can be groomed up for higher positions.

(iii) Tell a subordinate how he is doing and suggest necessary changes in his
knowledge, behaviour and attitudes. It thus provides information that helps
to counsel the subordinate. It also serves to stimulate and guide the
employee’s development.

(iv) Analyze training and development needs. These needs can be assessed
because performance appraisal shows people who require further training
how to remove their weaknesses. By identifying the weaknesses of an
employee, it serves as a guide for formulating a suitable training and
development programme to improve his performance in his present work.

(v) Performance appraisal serves as a means for evaluating the effectiveness of
devices used for the selection and classification of employees. It, therefore,
helps to judge the effectiveness of recruitment, selection, placement and
orientation systems of the organization.

(vi) It facilitates human resource planning and career planning; permanent
performance appraisal records of employees help management to do human
resource planning without relying upon personal knowledge of supervisors.
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(vii) Performance appraisal promotes a positive work environment, which
contributes to productivity. When achievements are recognized and rewarded
on the basis of objective performance measures, there is improvement in
the work environment. Performance appraisal, therefore, provide the rational
foundation for incentives, bonus, etc. The estimates of the relative
contributions of employees helps to determine the rewards and privileges
rationally.

(viii) The existence of a regular appraisal system tends to make the supervisors
and executives more observant of their subordinates because, they know
that they will be expected periodically to fill out rating forms and would be
called upon to justify their estimates. This knowledge results in improved
supervision.

(ix) Performance appraisal records protect management from charges of
favouritism and discrimination. Employee grievance can also be reduced as
it helps to develop confidence among employees.

3.3.2 Purpose of Performance Appraisal
Organizations use performance appraisals for three purposes:

(i) Administrative: It commonly serves as an administrative tool by providing
employers with a rationale for making many personnel decisions, such as
decisions relating to pay increases, promotions, demotions, terminations and
transfers.

(ii) Employee Development: It provides feedback on an employee’s
performance. Appraisal data can also be used for employee development
purposes in helping to identify specific training needs of individuals.

(iii) Programme Assessment: Programme assessment requires the collection
and storage of performance appraisal data for a number of uses. The records
can show how effective recruitment, selection and placement have been in
supplying a qualified workforce.

It is generally accepted that performance appraisals serve one or more of
the following purposes:

(a) To create and maintain a satisfactory level of performance;
(b) To meet an individual’s development needs;
(c) To bring about better operational or business needs;
(d) To facilitate fair and equitable compensation based on performance;
(e) To help the superiors to have a proper understanding about their

subordinates;
(f) To provide information useful for manpower planning by identifying

employees with a potential for advancement; and
(g) To facilitate for testing and validating selection tests, interview

techniques through comparing their scores with performance appraisal
ranks.
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3.3.3 Need of Performance Appraisal
The need of performance appraisal is that it enables the management to make
effective decisions. The need of an appraisal is concerned with:

(i) Creating and maintaining a satisfactory level of performance of employees
in their present job.

(ii) Fixation of salary, allowances, incentives and benefits.
(iii) Evaluating the effectiveness of training and development programmes.
(iv) Assessing the strengths and weaknesses of human resource (HR).
(v) Performance appraisal helps employees to improve by giving them feedback.

3.3.4 Traditional and Modern Methods
Performance appraisal is planned, developed and implemented through a series
of steps. These steps are as follows.

(i) Job Analysis, Job Description and Job Specification: Performance
appraisal is a process not to be undertaken in isolation of various human
resources functions. It begins with job analysis, job description and job
specification. These help in establishing the standard performance.

(ii) Establishing Standards of Performance: Appraisal systems require
performance standards that serve as benchmarks against which performance
is measured. The standards set for performance must be clearly defined and
unambiguous. They should be attainable by every employee. To be useful,
standards should relate to the desired result of each job. Performance
standards must be clear to both the appraiser and the appraisee. The
performance standards or goals must be developed with the help of the
supervisors to ensure that all the relevant factors have been included. Where
the output can be measured, the personal characteristics, which contribute
to employee performance, must be determined.
Goals must be written down. They must be measurable within certain time
and cost considerations.

(iii) Communicating Performance Standards to Employees: Performance
appraisal involves at least two parties; the appraiser who does the appraisal
and the appraisee whose performance is being evaluated. The performance
standards specified in the second step above are to be communicated and
explained to the employees (both appraiser and appraisee) so that they know
what is expected of them. Feedback should also be given so that there is no
confusion or misunderstanding. Through feedback, the manager knows that
the information has reached the employees. If necessary, the standards may
be revised or modified in the light of feedback obtained from the employees
and evaluators. As pointed out by DeCenzo and Robbins, ‘too many jobs
have vague performance standards and the problem is compounded when
these standards are set in isolation and do not involve the employee.’

(iv) Measuring Actual Performance: After the performance standards are set
and accepted, the next step is to measure actual performance. This requires
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choosing the right technique of measurement, identifying the internal and
external factors influencing performance and collecting information on the
results achieved. It can be affected through personal observation, written
and oral reports from supervisors. The performance of different employees
should be so measured that it is comparable. Performance measures, to be
helpful must be easy to use, be reliable and report on the critical behaviour
that determine performance.
Performance measures may be objective or subjective.

(a) Objective Performance Measures: Objective performance measures
are indications of job performance that can be verified by others and
are usually quantitative. Objective criteria include the following:
 Quality of production
 Degree of training needed
 Accidents in a given period
 Absenteeism
 Length of service

(b) Subjective Performance Measures: Subjective performance
measures are ratings that are based on the personal standards of
opinions of those doing the evaluation and are not verifiable by others.
Subjective criteria include:
 Ratings by supervisors
 Knowledge about overall goals
 Contribution to socio-cultural values of the environment

It should be noted here that objective criteria could be laid down while
evaluating lower level jobs which are specific and defined clearly. This is
not the case with middle level and higher-level positions that are complex
and vague.

(v) Comparing Actual Performance with Standards and Discuss the
Appraisal with Employees: Actual performance is compared with the
predetermined performance standards. The actual performance may be
better than expected and sometimes it may go off track. Deviations if any
from the set standards are noted. Along with the deviations, the reasons
behind them are also analyzed and discussed. Such discussions will enable
an employee to know his weaknesses and strengths. The former is discussed
so that the employee is motivated to improve his performance.
The assessment of another person’s contribution and ability is not an easy
task. It has serious emotional overtones as it affects the self-esteem of the
appraisee. Any appraisal based on subjective criteria is likely to be questioned
by the appraisee and leave him quite dejected and unhappy when the
appraisal turns out to be negative.

(vii) Initiating Corrective Action, if any: The last step in the process is to initiate
corrective action essential to improve the performance of the employee.
Corrective action is of two types:
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(a) The employee can be warned so that he himself can make necessary
attempts to improve his performance. But this is not enough or proper.

(b) Through mutual discussions with employees, the steps required to
improve performance are identified and initiated. The reasons for low
performance are identified and initiated. The reasons for low
performance should be probed. The employee is taken into confidence
and motivated for better performance. Training, coaching, counselling,
and so on, are examples of corrective actions that help to improve
performance.

3.3.5 Essentials of a Good Appraisal System
A sound appraisal system should comply with the following:

(i) Reliability and Validity: The system should be both valid and reliable. The
validity of ratings is the degree to which they are truly indicative of the intrinsic
merit of the employees. The reliability of ratings is the consistency with which
the ratings are made, either by different raters, or by one rater at different
times. Both validity and reliability result from objective database. Appraisal
system should provide consistent, reliable and valid information and data
which can be used to defend the organization — even in legal challenges.

(ii) Job Relatedness: The evaluators should focus on job-related behaviour
and performance of the employees. In order to focus attention on behaviour
under the employee’s control, raters must become familiar with the observed
behaviour. It is also necessary to prepare a checklist so as to obtain and
review job performance related information. Ratings should be tied up with
actual performance of units under the rater’s control. The information
generated through evaluators should be tailored to the needs of the
organization, performance requirements and norms of behaviour. Multiple
criteria should be used for appraisal, and it should be done periodically rather
than once a year.

(iii) Standardization: Well-defined performance factors and criteria should be
developed. Appraisal forms, procedures, administration of techniques,
ratings, and so on, should be standardized as appraisal decisions affect all
employees of the group. It will help to ensure uniformity and comparison of
ratings. The appraisal techniques should measure what they are supposed
to measure. They should also be easy to administer and economical to use.

(iv) Practical Viability: The techniques should be practically viable to administer,
possible to implement and economical to undertake continuously. It must
have the support of all line people who administer it. If the line people think
it is too theoretical, too ambitious, too unrealistic, or that ivory-tower staff
consultants who have no comprehension of the demands on time of the line
operators have foisted it on them, they will resent it.

(v) Training to Appraisers: The evaluators or appraiser should be provided
adequate training in evaluating the performance of the employees without
any bias. Evaluators should also be given training in philosophy and techniques
of appraisal. They should be provided with knowledge and skills in
documenting appraisals, conducting post appraisal interviews, rating errors,



Wage and Salary
Administration

NOTES

Self - Learning
Material 149

and so on. Familiarity with rating errors can improve the rater’s performance
and this may inject the needed confidence in appraisers to look into
performance ratings more objectively.

(vi) Open Communication: The system should be open and participative. Not
only should it provide feedback to the employees on their performance, it
should also involve them in the goal setting process. This helps in planning
performance better. The employees should actively participate in managing
performance and in the ongoing process of evaluation. The superior should
play the role of coach and counsellor. The overall purpose of appraisals
should be developmental rather than judgemental.

(vii) Employee Access to Results: Employees should receive adequate
feedback on their performance. If performance appraisals were meant for
improving employee performance, then withholding appraisal result would
not serve any purpose. If the result of appraisal is negative and goes against
the employee, it should be immediately communicated to him so that he may
improve his performance, or he may go for appeal before the appropriate
authority in case he is not satisfied. Such provisions should be made. This
will enable the management to gain the confidence of the employees.

(viii) Clear Objectives: 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. The
objectives should be relevant, timely and open. The appraisal system should
be fair so that it is beneficial to both the individual employee and the
organization. The system should be adequately and appropriately linked with
other subsystems of human resource management.

(ix) Post Appraisal Interview: After appraisal, an interview with the employee
should be arranged. It is necessary to supply feedback, to know the difficulties
under which the employees work and to identify their training needs. The
appraiser should adopt a problem solving approach in the interview and
should provide counselling for improving performance.

(x) Periodic Review: The system should be periodically evaluated to be sure
that it is meeting its goals. Not only is there the danger that subjective criteria
may become more salient than the objective standards originally established,
there is the further danger that the system may become rigid in a tangle of
rules and procedures, many of which are no longer useful.

(xi) Not Vindictive in Nature: It should be noted by the executives at the helm
of affairs of the organizations that the aim of performance appraisal or any
system for that matter is to improve performance, organizational effectiveness
and to accomplish organizational objectives and not to harass the employees
and workers of the organizations who are the vital human resource.

3.3.6 Methods or Techniques of Performance Appraisal
A number of different performance appraisal methods or techniques are available
for evaluating the performance of the employees. These methods try to explain how
management can establish standards of performance and devise ways and means
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to measure and evaluate the performance. There is no fool proof method of
evaluating the performance of employees. Every method suffers from certain
drawbacks in spite of some merits. These methods can broadly be divided into
traditional and modern methods.

I. Traditional Methods: These methods are the old methods of performance
appraisal based on personal qualities like knowledge, capacity, judgement,
initiative, attitude, loyalty, leadership, and so on. The following are the
traditional methods of performance appraisal.

(i) Unstructured Method of Appraisal: Under this method, the
appraiser has to describe his impressions about the employee under
appraisal in an unstructured manner. This is a simple method of
performance appraisal. The rater has to list his comments specifically
on qualities, abilities, attitude, aptitude and other personal traits of the
employees. This makes the method highly subjective in nature.

(ii) Straight Ranking Method: In this technique, the evaluator assigns
relative ranks to all the employees in the same work unit doing the same
job. Employees are ranked from the best to the poorest on the basis
of overall performance. This method is also highly subjective and lacks
fairness in assessing the real worth of an employee.

(iii) Paired Comparison Method: Ranking becomes more reliable and
easier under the paired comparison method. This method is an attempt
to improve upon the simple ranking method. Under this method,
employees of a group are compared with one another at one time. If
there is a group of five employees A, B, C, D and E then A’s
performance is compared with that of B’s and decision is taken as to
whose performance is better. Similarly, A’s performance is compared
with C, D, and E and decisions regarding comparatively better
performance are taken. Comparison is made on the basis of overall
performance. The number of comparisons to be made can be decided
on the basis of the following formula:

where N is the number of persons to be compared.
The paired comparison method is more reliable, but the method is not
suitable when large number of employees is to be evaluated.

(iv) Man-to-Man Comparison Method: In man-to-man comparison
method, the performance of an employee is evaluated by obtaining
ratings about their performance from the evaluators. A team of
evaluators is involved in giving ratings to the employee performance.
Each member of the team gives the appropriate ratings, lowest, low,
middle, high and highest performers to the employees. These ratings
are then used to determine the appraisal procedure for a particular
employee. The main benefit of this method is that the ratings are based
on the real performance of the employees. However, the drawback
of this technique is that the ratings given by each evaluator may not be
consistent because each evaluator has his or her own scaling criteria
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making it difficult to evaluate an employee’s performance correctly.
(v) Grading Method: Under this technique of performance evaluation,

certain categories of worth are determined in advance and they are
carefully defined. These selected and well-defined categories include
Grade ‘A’ for outstanding
Grade ‘B’ for very good
Grade ‘C’ for average
Grade ‘D’ for poor, etc.
These grades are based on certain selected features such as
knowledge, judgement, analytical ability, leadership qualities, self-
expression, and so on. The actual performance of employees is
compared with the above grades and employees are allotted grades
that speak for their performance.

(vi) Graphic Rating Scale: Perhaps, the most commonly used method
of performance evaluation is the graphic rating scale. The evaluator is
asked to rate employees on the basis of job related characteristics and
knowledge of job. Evaluator is given printed forms. The performance
is evaluated on the basis of these traits on a continuous scale. It is a
standardized, quantitative method of performance appraisal. The scores
are tabulated indicating the relative worth of each employee.

(vii) Forced Choice Method: This method was developed during World
War II for evaluating the performance of American army personnel.
The evaluators rate the performance as high, moderate or low and
escape the important responsibility assigned to them. 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 employees. This
method makes use of several sets of pair phrases, two of which may
be positive and two negative and the rater is asked to indicate which
of the four phrases is the most and least descriptive of a particular
worker. Actually, the statement items are grounded in such a way that
the rater cannot easily judge which statement applies to the most
effective employee. The evaluator is forced to select from each group
of statements (normally two). The statements may be the following:
(a) Good work organizer
(b) Shows patience with slow learners
(c) Dishonest or disloyal
(d) Careful and regular
(e) Avoids work
(f) Hard working
(g) Cooperates with fellow workers
(h) Does not take interest in work

From the above list of statements, favourable statements are marked
plus and unfavourable statements are marked zero. Under this method,
subjectivity of the evaluator is minimized.

(viii) Checklist: A checklist represents, in its simplest form, a set of
objectives or descriptive statements about the employee and his
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behaviour. The rater checks to indicate if the behaviour of an employee
is positive or negative to each statement. The performance of an
employee is rated on the basis of number of positive checks. The
following are some of the sample questions in the checklist.
 Is the employee regular on the job? Yes/No
 Is the employee respected by his subordinates? Yes/No
 Is the employee always willing to help his peers? Yes/No
 Does the employee follow instructions properly? Yes/No
 Does the employee keep the equipment in order? Yes/No

The objections to this method are as follows:
(a) It is difficult to construct a good checklist.
(b) A separate checklist is needed for each job because statements

used in one checklist to evaluate one category of workers cannot
be used in another checklist to evaluate the other category of
workers.

(ix) Weighted Checklist: The checklist provides to the evaluator
statements relating to work-related behaviour of the employees. Every
statement is given equal importance. However, under weighted
checklist, the items having significant importance for organizational
effectiveness are given weightage. Thus, in weighted checklist, weights
are assigned to different statements to indicate their relative importance.

(x) Free Essay Method: Under this method no quantitative approach is
undertaken. It is an open-ended appraisal of employees. The evaluator
describes in his own words what he perceives about the employee’s
performance. While preparing the essay on the employee, the rater
considers the following factors:
(a) Job knowledge and potential of the employee.
(b) The employee’s undertaking of the company’s programmes,

policies, objectives, etc.
(c) The employee’s relations with co-workers and superiors.
(d) The employee’s general planning, organizing and controlling

ability.
(e) The attitudes and perceptions of the employee in general.

The description is expected to be as factual and concrete as possible.
An essay can provide a good deal of information about the employee
especially if the evaluator is asked to give examples of each one of his
judgements.

(xi) Critical Incidents Method: Under this method, the performance of
the worker is rated on the basis of certain events that occur during the
performance of the job (i.e., the evaluation is based on key incidents).
These critical incidents or events represent the outstanding or poor
behaviour of employees on the job. The rater maintains logs on each
employee, whereby he periodically records critical incidents of
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workers’ behaviour. At the end of the rating period, these recorded
critical incidents are used in the evaluation of the workers’ performance.
Critical incidents method helps to avoid vague impressions and general
remarks as the rating is based on actual records of behaviour/
performance. The feedback from actual events can be discussed with
the employee to allow improvements. The rater can fully defend his
ratings on the basis of his record.

(xii) Field Review Method: In this method, an HR specialist interviews
line supervisors to evaluate their respective subordinates. The
interviewer prepares in advance the questions to be asked. By
answering these questions, a supervisor gives his opinions about the
level of performance of his subordinate, the subordinate’s work
progress, his strengths and weaknesses, promotion potential, and so
on. The evaluator takes detailed notes of the answers, which are then
approved by the concerned supervisor. The concerned supervisor then
approves these. These are then placed in the employee’s personnel
service file.
Since an expert is handling the appraisal process in consultation with
the supervisor, the ratings are more reliable. However, the use of HR
experts makes this approach costly and impractical for many
organizations.

(xiii) Confidential Report: A confidential report by the immediate
supervisor is still a major determinant of the subordinate’s promotion
or transfer. This is a traditional form of appraisal used in most
government organizations. It is a descriptive report prepared, generally
at the end of every year, by the employee’s immediate superior. The
report highlights the strengths and weaknesses of the subordinate. The
disadvantages of this method are as under:

(i) It involves a lot of subjectivity because appraisal is based on
impressions rather than on data.

(ii) No feedback is provided to the employee being appraised and,
therefore, its credibility is very low.

(ii) The method focuses on evaluating rather than developing the
employee. The employee who is appraised never knows his
weaknesses and the opportunities available for overcoming them.
In recent years, due to pressure from courts and trade unions,
the details of a negative confidential report are given to the
appraisee.

(xiv) Forced Distribution Method: One of the errors in rating is leniency;
of clustering a large number of employees around a high point on a
rating scale. The forced distribution method seeks to overcome this
problem by compelling the rater to distribute the ratees on all points
on the rating scale. 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 employees. The forced distribution method operates
under the assumption that the employee performance level conforms
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to a normal statistical distribution. Generally, it is assumed that
employee performance levels conform to a bell-shaped curve.
The major weaknesses of the forced distribution method are as follows:
(a) The assumption that employee performance levels always

conform to a normal distribution.
(b) Forced distribution method is not acceptable to raters and ratees,

especially when members are all of high ability.
(c) The results of the forced choice method may not be useful for

training employees because the rater himself does not know how
he is evaluating the worker.

II. Modern Methods: Modern methods are an improvement over the
traditional methods. Modern methods are an attempt to remove defects from
old methods. These are discussed below:

(i) Behaviourally Anchored Rating Scales (BARS): It is designed to
identify critical areas of performance of a job. Under this method, the
behaviourally anchored ratings scales are outlined to recognize the
critical areas of effective and ineffective performance behaviour for
getting results. The evaluator is required to observe the behaviour of
the employee while performing the job. He then compares these
behavioural observations with the behaviourally anchored rating scales.
This method is more valid and expected to give more reliable results
as it minimizes the errors in performance appraisal. It identifies
measurable behaviour and is therefore more scientific.
The following are some of the important features of BARS method:
(a) Performance areas of the employees that need to be assessed

are determined and described by the individuals who will use the
scales.

(b) The scales are attached with the explanations of the actual job
behaviour to represent particular levels of performance.

(c) All the areas of performance that need to be examined are based
on the observable behaviour and are significant to the job, which
is being evaluated because BARS are customized for the job.

(d) As the raters who will use the scales actively participate in the
development process, they are more dedicated to the final
product.

BARS were introduced to present results to improve the performance
of the employees of a company. BARS also help in overcoming rating
errors.

(ii) Result-Oriented Appraisal or MBO Technique: The result-
oriented appraisals are based on the concrete performance targets that
are usually established jointly by the superior and subordinates.
Much of the initial impetus for MBO was provided by Peter Drucker
(1954) and by Douglas McGregor (1960). Drucker first described
MBO in 1954 in the Practice of Management. Drucker pointed to the
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importance of managers having clear objectives that support the
purposes of those in higher positions in the organization. McGregor
argues that by establishing performance goals for employees after
reaching agreement with superiors, the problems of appraisal of
performance are minimized. MBO in essence involves noting clearly
defined goals of an employee in agreement with his superior.
Refinements brought out by George Odione, Valentine, Humble and
others have enriched the concept and made it more acceptable as an
appraisal technique.
The MBO process has the following four steps:
(a) The first step is to establish the objectives by the superiors that

each employee should attain. These objectives are used to
evaluate the performance of each employee in the organization.

(b) The second step is to set the standards for evaluating the
performance of the employees. As employees perform, they
know fairly well the standards against which their performance
is to be judged.

(c) The third step is to compare the actual level of attained objectives
with the objectives set by the organization. The evaluator depicts
the reasons for the objectives that were not met. This step helps
in determining the needs to provide training to the employees of
the organization.

(d) The final step is to establish new strategies for the objectives that
were not met. This step involves active participation of the
superiors and subordinates in setting objectives.

This process is most useful at the managerial and subordinate level.
MBO does not apply to the assembly line workers whose jobs have
less flexibility and their performance standards are already defined.

(iii) Assessment Centre Method: This method of appraising was first
applied in the German Army in 1930. Later business organizations also
started using this method. This is not a technique of performance
appraisal by itself. In fact, it is a system, where assessment of several
individuals is done by various experts by using various techniques.
In this approach, individuals from various departments are brought
together to spend two or three days working on an individual or group
assignment similar to the ones they would be handling when promoted.
Evaluators observe and rank the performance of all the participants.
Experienced managers with proven ability serve as evaluators. This
group evaluates all employees both individually and collectively by using
simulation techniques like role playing, business games and in-basket
exercises. Assessments are done generally to determine employee
potential for promotion.
The following are the drawbacks of this method:
(a) Costly: Organizations have to pay for the travel and lodging cost

of the employees to be assessed. Moreover, the work of an
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organization also suffers for the time period they are away from
the job. Also, the companies have to pay heavy expenditure in
establishment of assessment centers.

(b) Impression of the employees: Centre staff is influenced by the
subjective elements, such as social skills and personality of the
employee rather than the quality of their work.

(c) Demoralize an employee: A negative report may demoralize an
employee. It may have an adverse effect on the behaviour and
work of an employee who is not promoted.

(d) Promotes unhealthy competition: It promotes strong and unhealthy
competition among the employees that are assessed.

(e) Overemphasis on centre results: This method lays overemphasis
on the result of the centre, which is based on judgement of
employees over a short span of time.

(iv) Human Resource Accounting Method: Human resources are a
valuable asset of any organization. This asset can be valued in terms
of money. When competent, and well-trained employees leave an
organization the human asset is decreased and vice versa.
Human resource accounting deals with cost of and contribution of
human resources to the organization. Cost of the employee includes
cost of manpower, planning, recruitment, selection, induction,
placement, training, development, wages and benefits, etc. Employee
contribution is the money value of employee service which can be
measured by labour productivity or value added by human resources.
Difference between cost and contribution will reflect the performance
of the employees.
Human resource accounting method is still in the transition stage. The
contribution made by an employee can be measured in terms of output.
If the cost incurred on an employee is greater than the contribution
made then finding out the causes of low performance, analyzing them
and then making a proper check to control such causes. A review for
future reference is also required of the contribution is more or equivalent
to the cost incurred.
The various techniques under human resource accounting methods are:
 Probationary reviews
 Informal one-to-one review discussions
 Counselling meetings
 Observation on the job
 Skill- or job-related tests
 Assignment or task followed by review, including secondments

(temporary job cover or transfer)
 Survey of opinion of others who have dealings with the individual
 Graphology (handwriting analysis)
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All these techniques are related to each other. A manager must keep a
written record of all these for future reference.

(v) Psychological Appraisals: Psychological appraisals are conducted
to assess the employee potential. Large organizations recruit full-time
psychologist to assess the future performance of the employees.
Psychological appraisals include in-depth interviews, psychological
tests, and discussions with supervisors. Psychological appraisals are
conducted to assess the following features of the employees:
 Intellectual abilities
 Emotional stability
 Reasoning and analytical abilities
 Sociability
 Interpretation and judgement skills
 Motivational responses
 Ability to foresee the future

Psychological evaluation can be done either to evaluate the performance
of employees for a particular job opening or to assess the future
potential of all employees globally. Psychological appraisal results are
useful for decision-making about employee placement, career planning
and development and training.

(vi) 360 Degree Appraisal: It is a method of appraisal in which employees
receive their performance feedback from their boss, colleagues,
customers, peers and their own subordinates in the organization. This
form of performance evaluation can be very beneficial to managers
because it typically gives them a much wider range of performance-
related feedback than a traditional evaluation. This method helps
individuals to know their strengths and weaknesses and, thus, helps
them to develop their interpersonal skills. It also improves
communication between employees and their customers, as they will
be able to know what the customers think about them. Thus, it is an
efficient method to improve interpersonal skills of employees and to
attain higher customer satisfaction level.
The following are some of the drawbacks of this method:
(a) It is possible that the team member can have personal problems

with the employee and, thus, he may not take an honest decision.
(b) It involves lot of time required in selecting the team that will rate

the performance, preparing questionnaires and analyzing the
collected information.

3.3.7 Limitations of Performance Appraisal Methods
None of the methods for appraising performance is absolutely valid or reliable.
Each has its own strengths and weaknesses. In spite of knowing that a completely
error-free performance appraisal can only be an idealized model, we can isolate a
number of factors that significantly impede objective evaluation. The major problems
in performance appraisal are:
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(i) Rating Biases: Most appraisal methods involve judgements. The
performance appraisal process and techniques rely on the evaluator who
has his own personal biases, prejudices and idiosyncrasies. It would be naïve
to assume that all evaluators will impartially appraise their subordinates. The
evaluator or rater’s biases include the following:

(a) Leniency and strictness error: Errors of leniency are caused by the
tendency of the lenient rater to put most of the ratees on the higher
side of the scale, while the tough rater places them on the lower side
of the scale. This is so because every evaluator has his own value system
that acts as a standard against which appraisals are made. Relative to
the true or actual performance an individual exhibits, some evaluators
mark high and others low. The former is referred to as positive leniency
error and the latter as negative leniency error (strictness error). When
evaluators are positively lenient in their appraisal, an individual’s
performance becomes overstated. Similarly, a negative leniency error
understates performance, giving the individual a lower appraisal. If the
same person appraised all individuals in an organization, there would
be no problem. Although there would be an error factor, it would be
applied equally to everyone. The difficulty arises when there are different
raters with different leniency errors making judgements.

(b) Halo error: The ‘halo effect’ is a tendency to allow the assessment
on one trait to influence assessment on others. According to Bernardin
and Beatty, halo effect is a ‘tendency to rate high or low on all factors
due to the impression of a high or low rating on some specific factors.’
This arises when traits are unfamiliar, ill-defined and involve personal
reactions. One way of minimizing the halo effect is by appraising all
the employees with one trait before going on to rate them on the basis
of another trait.

(c) Central tendency error: The central tendency error refers to the
tendency of not using extreme scale scores on the judgement scale;
most of the rates are clustered in the middle. According to Bernardin
and Beatty, central tendency is ‘the reluctance to make extreme ratings
(in either direction); the inability to distinguish between and among
ratees; a form of range restriction’. Raters who are prone to the central
tendency error are those who continually rate all employees as average.
They follow play safe policy because of answerability to management
or lack of knowledge about the job and person he is rating or least
interest in his job. This type of rating will create problems, especially
if the information is used for pay increases.

(d) Personal prejudice: The rater’s personal prejudice can influence the
objectivity of performance appraisals. If the rater dislikes an employee,
he may rate him poorly.

(e) Consequence of appraisal: If the evaluator knows that a poor
appraisal could significantly hurt the employee’s future (particularly
opportunities for promotion or a salary increase) the evaluator may
be reluctant to give a realistic appraisal.
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(f) The recency effect: Raters generally remember the recent actions
of the employee at the time of rating. If a favourable action has taken
place recently, the employee will be given a high rating. Conversely,
he will be given a poor rating if an unfavourable action has taken place
recently.

(ii) Opportunity Bias: This results when the amount of output is influenced by
factors beyond the control of employees. Some employees have better
working conditions, supportive supervisors, more experienced co-workers,
and hence their output may be greater than others working on identical tasks.

(iii) Group Cohesiveness:Cohesive groups with high morale can produce more
than less cohesive groups with low morale.

(iv) Knowledge of Predictor Bias: A rater’s knowledge of the performance
of an employee on predictors can influence his appraisal ratings. An employee
who topped in the selection list might leave the impression that he is the best
among the employees and, hence, the rater may rate him as ‘good’ when
his performance is moderate.

(v) Similarity Error: When evaluators rate other people in the same way that
the evaluators perceive themselves, they are making a similarity error. Based
on the perception that evaluators have of themselves, they project those
perceptions on others. For example, the evaluator who perceives himself
as aggressive may evaluate others by looking for aggressiveness.

3.3.8 Ways for Improving Performance Appraisals
(i) Choosing the Appraisal Method: With a wide range of appraisal methods

currently available, an organization is faced with the difficult task of selecting
the best approach to meet its needs. Before selecting the method of appraisal
to be followed we should examine two areas with special care:

(a) Various factors that can help or hinder the implementation of a particular
appraisal programme and

(b) The appropriateness of the appraisal method for the special jobs to
which the appraisal system will apply.

(ii) Multiple Raters: As the number of raters increases, the probability of getting
accurate information increases. If a person has had ten supervisors, nine have
rated him excellent and one poor, we can discount the value of the one poor
evaluation. Therefore, by moving employees about within the organization
so as to gain a number of evaluations, we increase the probability of achieving
more valid and reliable evaluation.

(iii) Training Appraisers: If you cannot find good raters, the alternative is to
make good raters. Evidence indicates that the training of appraisers can make
them more accurate raters. Common errors such as halo and leniency have
been minimized or eliminated in workshops where managers can practice
observing and rating behaviours.

(iv) Ongoing Feedback: Employees like to know how they are doing. If
managers share with the subordinate both expectations and disappointments
on a day-to-day basis by providing the employee with frequent opportunities



Wage and Salary
Administration

NOTES

Self - Learning
160 Material

to discuss performance before any reward or punishment consequences
occur, there will be no surprises at the time of the annual formal review.

(v) Selective Rating: It has been suggested that appraisers should rate in those
areas in which they have significant job knowledge. If raters make evaluation
on only those dimensions in which they are in a good position they increase
the inter-rater agreement and make the evaluation a more valid process.

(vi) Peer Evaluation: The main advantages of peer evaluation are as follows:
(a) There is a tendency for co-workers to offer more constructive insights

to each other so that, as a unit, each will improve and
(b) The recommendations of peers tend to be more specific regarding job

behaviours.
However, for peer assessments to function properly, the environment in the
organization must be such that politics and competition for promotions are
minimized.

(vii) Post-appraisal Interviews: It is necessary to communicate to employees
how they have performed. To meet this need, managers must take the time
to schedule a meeting with their subordinates to discuss the results of the
performance evaluation. Employees need to know how they are doing, be
recognized for outstanding achievements and be notified about where there
is room for improvement.

(viii) Rewards to Accurate Appraisers:The managers who are evaluating must
perceive that it is in their personal and career interests to conduct accurate
appraisals. If they are not properly rewarded for doing effective appraisals,
they will take the easy way out by first trying to avoid the process entirely.
If pushed, they will complete the appraisals, but these can be expected to
suffer from positive leniency and low differentiation. Encouraging and
rewarding accurate appraisers will remove this flaw.

To conclude, we can say that performance evaluations are an integral part of
every organization. If Properly developed and implemented, the performance
evaluation can help an organization achieve its goals by developing productive
employees.

Check Your Progress

3. What is the evaluative purpose of performance appraisal?
4. How does the existence of a regular appraisal system improve

supervision?
5. List three purposes of a performance appraisal.
6. What does the measurement of actual performance require?
7. Which objectives should an appraisal system fulfil?
8. What is the drawback of man-to-man comparison method?
9. List any two drawbacks of the assessment centre method.

10. What is the halo effect?
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3.4 COMPENSATION PLANNING

Let us first discuss the objectives.

Objectives
The most important objective of any pay system is fairness or equity. The term
‘equity’ has three dimensions:

1. Internal equity: This ensures that more difficult jobs are paid more.
2. External equity: This ensures that jobs are fairly compensated in

comparison to similar jobs in the labour market.
3. Individual equity: It ensures equal pay for equal work, i.e., each individual’s

pay is fair in comparison to others doing the same/similar jobs.
The ultimate goal of any compensation programme is to attract, motivate and

retain competent employees. They must perceive that the programme is fair and
equitable and is in sync with their expectations and market practices. The programme
must allow people to receive rewards that are in line with their contributions, skills
and qualifications. Any mismatch will provoke passions and lead to industrial conflict.
Employers, therefore, need to put a fair and equitable compensation policy in place.

3.4.1 Importance
Some of the important objectives that are sought to be achieved through effective
compensation management are listed below.
 Attract talent: Compensation needs to be high enough to attract talented

people. Since a number of firms compete to hire the services of such people,
the salaries offered must be high enough to motivate them to apply.
 Retain talent: If compensation levels fall below the expectations of

employees or are not competitive, employees may quit in frustration.
 Ensure equity: Pay should be commensurate with the nature of a job.

Similar jobs should get similar pay. Likewise, more qualified people should
get better wages.
 New and desired behaviour: Pay should reward loyalty, commitment,

experience, risks taking, initiative and other desired behaviours. Where the
company fails to reward such behaviours, employees may go in search of
greener pastures outside.
 Control costs: The cost of hiring people should not be too high. Effective

compensation management ensures that workers are neither overpaid nor
underpaid.
 Comply with legal rules: Compensation programmes must invariably

satisfy governmental rules regarding minimum wages, bonus, allowances,
benefits, etc.
 Ease of operation: The compensation management system should be easy

to understand and operate. Then only will it promote understanding regarding
pay- related matters between employees, unions and managers.
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3.4.2 Factors in Compensation Plans
The amount of compensation received by an employee should reflect the effort
put in by the employee, the degree of difficulty experienced while expending his
energies, the competitive rates offered by others in the industry and the demand-
supply position within the country. These are discussed below.

(a) Job needs: Jobs vary greatly in their difficulty, complexity and challenge.
Some need high levels of skills and knowledge while others can be handled
by almost anyone. Simple, routine tasks that can be done by many people
with minimal skills receive relatively low pay. On the other hand, complex,
challenging tasks that can be done by a few people with high skill levels
generally receive high pay. Traditionally low wage employers, in recent times,
such as Burger King, Taco Bell and Blimpie’s have started offering above-
average wages in order to attract sufficient number of job applicants to meet
their staffing requirements. Consulting, IT, telecom, banking and financial
services companies have to routinely raise salaries in order to attract and
retain talent.

(b) Ability to pay: Projects determine the paying capacity of a firm. High profit
levels enable companies to pay higher wages. This partly explains why
computer software industry pays better salaries than commodity-based
industries (steel, cement, aluminum, etc.). Likewise, multinational companies
also pay relatively high salaries due to their earning power.

(c) Cost of living: Inflation reduces the purchasing power of employees. To
overcome this, unions and workers prefer to link wages to the cost of living
index. When the index rises due to rising prices, wages follow suit.

(d) Prevailing wage rates: Prevailing wage rates in competing firms within an
industry are taken into account while fixing wages. A company that does
not pay comparable wages may find it difficult to attract and retain talent.

(e) Unions: Highly unionized sectors generally have higher wages because well
organized unions can exert presence on management and obtain all sorts of
benefits and concessions to workers.

(f) Productivity:This is the current trend in most private sector companies when
workers’ wages are linked to their productivity levels. If your job performance
is good, you get good wages. A sick bank, for example, cannot hope to pay
competitive wages, in tune with profit-making banks.

(g) State regulation:The legal stipulations in respect of minimum wages, bonus,
dearness allowance, allowances, etc., determine the wage structure in an
industry. Taxation policies of the government, for example, influence the way
companies structure their compensation payable to executives in the form
of reimbursements, concessions, allowances, and various other benefits. After
the introduction of Fringe Benefit Tax (tax imposed on fringe benefits such
as gifts, car allowance, club fee reimbursement, interest on loans taken,
educational facilities, entertainment expenses personal attendants, etc.) in
2006, most companies have started consolidating cash salary payments under
one head to reduce the tax burden.
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(h) Demand and supply of labour: The demand for and the supply of certain
skills determine the prevailing wage rates. High demand for software
professionals, R&D professionals in drug industry, telecom and electronics
engineers, financial analysts, management consultants ensures higher wages.
Oversupply kills demand for a certain category of employees leading to a
steep fall in their wages as well.

Check Your Progress

11. What are the three dimensions of ‘equity’?
12. State the ultimate goal of any compensation programme.

3.5 ANSWERS TO ‘CHECK YOUR PROGRESS’

1. The secondary objective of wage and salary administration is the
establishment and maintenance of an equitable labour-cost structure, i.e.,
an optimal balancing of conflicting personnel interests so that the satisfaction
of employees and employers is maximized and conflicts minimized.

2. The wage and salary administration is concerned with the financial aspects
of needs, motivation and rewards.

3. The evaluative purpose of performance appraisal is concerned primarily
with looking back at how employees have performed over a given time
period, compared with the required standards of performance.

4. The existence of a regular appraisal system tends to make the supervisors
more observant of their subordinates, because they know that they will be
periodically expected to fill out rating forms and would be called upon to
justify their estimates. This improves supervision.

5. Performance appraisals serve one or more of the following purposes:
(a) To create and maintain a satisfactory level of performance;
(b) To meet an individual’s development needs;
(c) To bring about better operational or business needs;

6. Measurement of actual performance requires choosing the right technique
of measurement, identifying the internal and external factors influencing
performance and collecting information on the results achieved.

7. An appraisal system 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.

8. The drawback of man-to-man comparison method is that the ratings given
by each evaluator may not be consistent because each evaluator has his or
her own scaling criteria making it difficult to evaluate an employee’s
performance correctly.

9. The drawbacks of assessment centre method are:
a) Promotes unhealthy competition: It promotes strong and unhealthy

competition among the employees that are assessed.
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b) Overemphasis on centre results: This method lays overemphasis on
the result of the centre, which is based on judgement of employees
over a short span of time.

10. According to Bernardin and Beatty, halo effect is a ‘tendency to rate high
or low on all factors due to the impression of a high or low rating on some
specific factors.’ This arises when traits are unfamiliar, ill-defined and involve
personal reactions. One way of minimizing the halo effect is by appraising
all the employees with one trait before going on to rate them on the basis of
another trait.

11. The term ‘equity’ has three dimensions:
(i) Internal equity: This ensures that more difficult jobs are paid more.
(ii) External equity: This ensures that jobs are fairly compensated in

comparison to similar jobs in the labour market.
(iii) Individual equity: It ensures equal pay for equal work, i.e., each

individual’s pay is fair in comparison to others doing the same/similar
jobs.

12. The ultimate goal of any compensation programme is to attract, motivate
and retain competent employees.

3.6 SUMMARY

 The basic purpose of wage and salary administration is to establish and
maintain an equitable wage and salary structure.
 Marginal units pay the minimum necessary to attract the required number

and kind of labour. Often these units pay only the minimum wage rates
required by labour legislation and recruit marginal labour.
 Performance appraisal is a method of evaluating the behaviour of employees

in the work spot, normally including both the quantitative and qualitative
aspects of job performance.
 Performance appraisal provides a valid database for personal decisions

concerning placements, pay, promotion, transfer, and so on. Appraisal also
makes the employee aware of his key performance areas.
 Performance appraisal serves as means for evaluating the effectiveness of

devices used for the selection and classification of employees. It, therefore,
helps to judge the effectiveness of recruitment, selection, placement and
orientation systems of the organization.
 Performance appraisal commonly serves as an administrative tool by

providing employers with a rationale for making many personnel decisions,
such as decisions relating to pay increases, promotions, demotions,
terminations and transfers.
 Appraisal systems require performance standards that serve as benchmarks

against which performance is measured. The standards set for performance
must be clearly defined and unambiguous. It should be attainable by every
employee.
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 Any appraisal based on subjective criteria is likely to be questioned by the
appraisee and leave him quite dejected and unhappy when the appraisal
turns out to be negative.
 In order to focus attention on behaviour under the employee’s control, raters

must become familiar with the observed behaviour. It is also necessary to
prepare a checklist so as to obtain and review job performance related
information.
 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 behaviour. The rater checks to indicate
if the behaviour 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 employees.
 Under the Critical Incidents Method, performance of the worker is rated

on the basis of certain events that occur during the performance of the job
(i.e., the evaluation is based on key incidents).
 The result-oriented appraisals are based on the concrete performance targets

that are usually established jointly by the superior and subordinates. Much
of the initial impetus for MBO was provided by Peter Drucker (1954) and
by Douglas McGregor (1960).
 Human resource accounting deals with cost of and contribution of human

resources to the organization. Cost of the employee includes cost of
manpower, planning, recruitment, selection, induction, placement, training,
development, wages and benefits, etc.
 Large organizations recruit full-time psychologist to assess the future

performance of the employees. Psychological appraisals include in-depth
interviews, psychological test, and discussions with supervisors.
 360 Degree Appraisal Method helps individuals to know their strengths

and weaknesses and, thus, helps them to develop their interpersonal skills.
It also improves communication between employees and their customers,
as they will be able to know what the customers think about them.
 Most appraisal methods involve judgements. The performance appraisal

process and techniques rely on the evaluator who has his own personal
biases, prejudices and idiosyncrasies. It would be naïve to assume that all
evaluators will impartially appraise their subordinates.
 The ultimate goal of any compensation programme is to attract, motivate

and retain competent employees. They must perceive that the programme
is fair and equitable and is in sync with their expectations and market
practices. The programme must allow people to receive rewards that are in
line with their contributions, skills and qualifications.
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3.7 KEY TERMS

 Wage and salary administration: It is a collection of practices and
procedures used for planning and distributing company-wide compensation
programs for employees.
 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.
 Behaviourally Anchored Rating Scale (BARS): is a measuring system

which rates employees or trainees according to their performance and specific
behavioural patterns.
 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.
 Central Tendency Error: It refers to the tendency of not using extreme

scale scores on the judgement scale; most of the rates are clustered in the
middle. Raters who are prone to the central tendency error are those who
continually rate all employees as average.
 Recency effect: It is the rater’s tendency to allow more recent incidents,

either effective or ineffective, of employee behaviour to have too much
bearing on evaluation of performance. Thus, the employee’s most recent
behaviour becomes the primary focus of the review.

3.8 SELF-ASSESSMENT QUESTIONS AND
EXERCISES

Short-Answer Questions
1. List the objectives of wage and salary administration for employees.
2. List any three objectives of performance appraisal.
3. How does performance appraisal create a positive work environment?
4. What is performance appraisal concerned with?
5. List the two types of corrective action.
6. Write a short note on paired comparison method.
7. How does the free essay method work?
8. List the disadvantages of confidential report method.
9. What are the steps involved in the MBO process?

10. Mention the important objectives that are sought to be achieved through
effective compensation management.
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Long-Answer Questions
1. Discuss the principles of wage and salary administration.
2. Discuss the uses of performance appraisal.
3. Analyze some essentials of a good appraisal system.
4. Elaborate upon any two modern methods of performance appraisal.
5. Explain the limitations of the performance appraisal method.
6. Evaluate the ways for improving performance appraisals.
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4.0 INTRODUCTION

Motivated employees are the most important factor in the long-term success of
any business. Empowerment positively impacts motivation, and motivation leads
to better performance. Theses links are much more important for small businesses,
where employees are fewer and interactions with customers are typically face to
face. Empowerment and motivation are complex notions. Better understanding of
them helps small-business managers better harness their impacts on performance.
Empowerment refers to the employee’s feeling of being effective, in control and
influential. Empowerment is an amalgam of four related feelings, viz., freedom,
meaningfulness, confidence and impact. Empowerment improves employee
commitment, creativity, productivity, satisfaction and motivation. Effective motivation
comes from within the individual. Appreciation, meaningful work, a happy and
flexible work environment and a feeling of personal achievement are powerful
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motivators. Empowerment is a factor that enables better performance through
these mechanisms. In this unit, we will study in detail about motivation and
productivity, job design, job enrichment and leadership skills.

4.1 OBJECTIVES

After going through this unit, you will be able to:
 Explain the meaning and importance of empowerment and motivation
 Describe the concept of job design and job enrichment
 Discuss various styles of leadership and skills required for effective leadership

4.2 MOTIVATION AND PRODUCTIVITY

Let us understand the concept of motivation.

4.2.1 Importance
The subject of motivation is one of the most important and widely studied topics in
the field of management and organizational behaviour. One of the most frequently
used terms among managers is “motivation”. The level -of performance is often
tied with the level of motivation. Accordingly, work effective managers are
concerned about motivation because the work motives of employees affect their
productivity and quality of their work.

People differ by nature, not only in their ability to perform a specific task but
also in their “will” to do so. This “will” to do is known as motivation. By
understanding a person’s ability and his motivation, a manager can forecast his
performance level. Motivation and ability interact in a multiplicative manner to yield
performance, so that :

Performance = Ability × Motivation
This means that if either ability or motivation is zero, then the resulting

performance is zero. However, people with less ability and stronger “will” may be
able to perform better than people with superior ability and lack of “will”, because
people with high motivation learn to become capable while superior ability may
not induce any motivation.

The force of motivation is a dynamic force, setting a person into motion or
action. The word motivation is derived from “motive”, which can be defined as an
active form of a desire, craving or need which must be satisfied. All motives are
directed towards goals, and the needs and desires affect or change a person’s
behaviour which becomes goal oriented. For example, if you ordinarily do not want
to work overtime, it is quite likely that at a particular time, you may need more
money (desire), change your behaviour, work overtime (goal oriented behaviour)
and satisfy your needs.
Motivation is defined by Viteles as follows :

“Motivation represents an unsatisfied need which creates a state of tension or
disequilibrium, causing the individual to move in a goal directed pattern towards
restoring a state of equilibrium by satisfying the need”.
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Motivated people are in constant state of tension. This tension is relieved by
drives towards an activity and outcome that is meant to reduce or relieve such
tension. The greater the tension, the more activity will be needed to bring about
relief and hence higher the motivation. Thus the basic motivation process can be
depicted as follows:

Fig. 4.1 Basic Motivation Process

The concept of motivation has three basic characteristics. These are :
 Effort.The amount of effort put into the activity identifies the strength of the

person’s work related behaviour. Hard work usually reflects high motivation
and high motivation is crucial to success and achievement. For example, a
student who works very hard to get top grades can be referred to as highly
motivated. Similarly, a professor who is engaged in research and publishes
many high quality articles and books, is exerting extensive efforts related to
his job.
 Persistence. Motivation is a permanent and an integral part of a successful

person. Its second characteristic is persistence in the efforts. Motivation is
continuously goal oriented so that once a goal is achieved, a higher goal is
selected and efforts are directed towards the higher goal. For example, a
professor who publishes simply to get a promotion and then stops or reduces
research efforts would not be considered as highly motivated. Accordingly,
high motivation requires persistent efforts.
 Direction. Persistent hardwork determines the quantity of effort while

direction determines the quality of the anticipated output. All efforts are to
be directed towards goal achievement. This would ensure that the persistent
effort is actually resulting into expected outcomes. For example, a quality
control inspector in a manufacturing organization is consistently expected to
direct his efforts in discovering defects in the produced items so that the
organizational goal of high quality output is met.



Motivation and
Empowerment

NOTES

Self - Learning
172 Material

Individual Motivation and Systems Performance
Motivation alone cannot result in performance. There must be ability on the part
of the worker, and the work structure must be conducive to motivation. The work
structure can be considered to be comprised of systems where systems are
collections of processes and resources and processes are defined as grouped
activities that take an input, add value to it and provide an output. Accordingly,
one of the prime functions of management is to design and improve the work system
with the right activities and the right resources at the right times. To achieve the
best performance from motivated employees, management must provide a stable
and consistent system that allows them to perform at a high level.

A work system, where the worker is provided with the right and pleasant
work environment, is a great motivator for the workers. The right type of job, the
right tools to work with, good interaction with peers and superiors, fair system of
rewards and incentives are all tied to the desired work behaviour. Structure greatly
influences behaviour. For example, a person who casually throws away a chewing
gum wrapper on the roadside in New York city would not dare to do so in
Singapore. Similarly a person who is used to bribing a police officer to get away
with a crime in India would not behave in that manner in America where the system
strictly punishes the bribe taker and the bribe giver. Accordingly, a well designed
and enforceable system has great influence on motivation and positive behaviour,
Deming, a well known quality oriented thinker, estimated that 94 percent of
organizational problems are caused by faulty systems in one form or another. The
relations.hip between performance and motivation with inputs from ability and system
can be shown as follows :

Fig. 4.2 Relationship between Individual Motivation and System Performance

4.2.2 Theories of Motivation
Motivations can be studied through several broad approaches. There are “Content
theories” which focus on the internal needs that motivate people. The “Process
theories” of motivation focus on how people choose certain behaviours to satisfy
their needs and how they judge their satisfaction. The “Reinforcement theory”
focuses on the relationship between behaviour andits consequences. The interest
here is to manipulate consequences in order to change any undesirable behaviours
into desirable ones. These theories are described in greater detail.
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The content theories of work motivation
The content theories have been developed to explain the nature of motivation in
terms of types of needs that people experience. They attempt to focus on factors
within a person that initiate and direct a certain type of behaviour or check certain
other type of behaviour. The basic idea underlying content theories is that people
have certain fundamental needs, both physiological as well as psychological in nature
and that they are motivated to engage in activities that would satisfy these needs.
Thus the nature of the needs establishes the nature of motivation that results in a
specific behaviour aimed at reaching the goal of satisfying such needs.

The most popular of the content theories of motivation for the workplace
are: Maslow’s Hierarchy of Needs theory, Herzberg’s Two-Factor theory,
Alderfer’s ERG theory, and McClelland’s Socially Acquired Need theory.

1. Maslow’s Hierarchy of Needs Theory
Maslow’s “needs hierarchy theory” is probably the most popular content theory
of motivation. Abraham Maslow suggested that people have a complex set of
exceptionally strong needs and the behaviour of individuals at a given moment is
usually determined by their strongest need. He developed his model of human
motivation in 1943, based upon his own clinical experience and formulated his theory
of hierarchical needs by asking the same question : “What is it that makes people
behave the way they do ?” and made a list of answers from which he developed a
pattern. His theory is based upon two assumptions. First that human beings have
many needs that are different in nature ranging from the biological needs at the lower
level which is the level of survival to psychological needs at the upper extreme which
is the level of growth. The second assumption is that these needs occur in an order
of hierarchy so that lower level needs must be satisfied before the higher level needs
arise or become motivators. Mahatma Gandhi, the Indian leader once remarked
that “even God cannot talk to a hungry man except in terms of food.”

Similarly, there is a quotation from the holy Guru Granth Sahib, the holy
scriptures of the Sikhs, where a holy man says to God : “Take your rosary beads
away. I cannot worship and meditate on you when I am hungry.” This means that
if the people’s basic needs which are biological in nature are unsatisfied, then their
total attention will be focussed upon these needs and it will be difficult to
communicate with them on other matters.

The Maslow’s model is primarily based upon people’s inner states as a basis
for motivation and the environmental conditions do not play any significant role.
Maslow postulates five needs arranged in successive levels. These needs continue
to change, resulting in changes in goals and activities. These five needs are arranged
in the form of a pyramid as shown :
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Fig. 4.3 Maslow’s Hierarchy of Needs Theory

The first three level needs at the bottom of the pyramid are known as “deficiency”
needs because they must be satisfied in order to ensure the individual’s very existence
and security and make him fundamentally comfortable. The top two sets of needs
are classified as “growth” needs because they are concerned with personal growth,
development and full realization of one’s potential.
These needs are explained in more detail as follows:
 Physiological needs. These needs form the foundation of hierarchy and

tend to have the highest strength in terms of motivation. These are primarily
the needs arising out of physiological or biological tension. They are there
to sustain life itself and include the basic needs for food, water, shelter and
sex. Sexual need and desire is not to be confused with love which is at the
third level. Once these basic needs are satisfied to the degree needed for
sufficient and comfortable operation of the body, then the other higher level
needs become important and start acting as motivators.
 Security and safety needs. These are the needs for self-preservation as

against physiological needs which are for survival. These needs include those
of security, stability, freedom from anxiety and a structured and ordered
environment. These safety and security needs are really provisions against
deprivation of satisfaction of physiological needs in the future. It also involves
a sense of protection against threats and danger of losing the job in the future.
In a civilized society such as ours, a person is usually protected from threats
of violence or extremes in climate, or fear of material safety, so that the safety
and security needs dwell upon economic and job security, life and medical
insurance and other protective measures to safeguard the satisfaction of
physiological needs in the future which may be unpredictable.
 Love and social needs. After the needs of the body and security are taken

care of, a sense of belonging and acceptance becomes prominent in
motivating behaviour. These needs include the needs for love, friendship,
affection and social interaction. We look for an environment where we are
understood, respected and wanted. That is one reason for social
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“polarization”, where people of similar backgrounds and beliefs tend to group
together.
 Esteem needs. These refer to a person’s need to develop self-respect and

to gain recognition and approval from others which would induce a feeling
of self-worth and self-confidence in the individual. It is an urge for
achievement, prestige, status and power. Self-respect is the internal
recognition. Respect from others is the external recognition, as well as an
acceptance and appreciation of one’s individuality and his contribution. This
internal and external respect would result in self-confidence, independence,
status, reputation and prestige. People then would begin to feel that they
are useful and have some positive effect on their surrounding environment.
 Self-actualization needs. This last need, at the top of the hierarchy is the

need to develop fully and to realize one’s capacities and potentialities to the
fullest extent possible, whatever these capacities and potentialities may be.
This need is activated as a motivator when all other needs have been
reasonably fulfilled. At this level, a person seeks challenging work assignments
that allow for creativity and opportunities for personal growth and
advancement. This need is for soul searching and is inner oriented. A self-
actualized person is creative, independent, content, and has a good
perception of reality and he is constantly striving to realize his full potential.
Thus, “what a man can be, must be.”
Maslow’s model is a general model in which all needs interact with each other

to some degree. Needs are not necessarily linear nor is the order of needs so rigid.
The relative dominance of many needs is variable and is continuously shifting. For
example, a self-actualized person may shift his priority to social needs and love
needs instead of prestige and status, if suddenly there occurs a vacuum due to loss
of a loved one. Similarly, a person may not go to the higher needs even when his
lower level needs are satisfied. It is also likely that a well-prepared elite person
may decide to join a commune where there is overwhelming emphasis on love and
affection rather than climb the corporate leader.

Maslow’s theory made management aware that people are motivated by a
wide variety of needs and that management must provide an opportunity for the
employees to satisfy these needs through creating a physical and conceptual work
environment so that they will be motivated to do their best to achieve organizational
goals.”

2. Herzberg’s Two-Factor Theory.
Fredrick Herzberg and his associates developed the two-factor theory in the late
1950s and early 1960s. As a part of a study of job satisfaction, Herzberg and his
colleagues conducted in-depth interviews with over 200 engineers and accountants
in the Pittsburgh area. The researchers felt that a person’s relation to his work is a
basic one and that his attitude towards work would determine his organization
related behaviour. The respondents were required to describe in detail the type of
environment in which they felt exceptionally good about their jobs and the type of
environment in which they felt uncomfortable with their work. Their responses were
used to isolate those factors and conditions that produce satisfaction with the job
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and those factors which produce dissatisfaction. Herzberg named the factors that
tend to be consistently related to job satisfaction as motivational factors and factors
related to job dissatisfaction as maintenance or hygiene factors.
 Hygiene factors. The world hygiene is taken from the medical field where

it means taking steps to maintain your health but not necessarily improve it.
Hygiene factors do not motivate people. They simply prevent dissatisfaction
and maintain status quo. They produce no growth but prevent loss. The
absence of these factors leads to job dissatisfaction. The elimination of
dissatisfaction does not mean satisfaction and these factors simply maintain
a “zero level of motivation”. For example, if a person indicated “low pay”
as a cause of dissatisfaction, that would not necessarily identify “high pay”
as a cause of satisfaction.
Some of the hygiene factors are :

— Wages, salary and other types of employee benefits.
— Company policies and administrative rules that govern the working

environment.
— Interpersonal relations with peers, supervisors and subordinates.

Cordial relations with all will prevent frustration and dissatisfaction.
— Working conditions and job security. The job security may be in the

form of tenure or it could be supported by a strong union.
— Supervisor’s technical competence as well as the quality of his

supervision. If the supervisor is knowledgeable about the work and is
patient with his subordinates and explains and guides them well, then
the subordinates would not be dissatisfied in this respect.

All the hygiene factors are designed to avoid damage to efficiency or morale
and these are not expected to stimulate positive growth.
 Motivational factors. These factors are related to the nature of work (job

content) and are intrinsic to the job itself. These factors have a positive
influence on morale, satisfaction, efficiency and higher productivity. Some
of these factors are:

— The Job itself.To be motivated, people must like and enjoy their jobs.
They become highly committed to goal achievement and do not mind
working late hours in order to do what is to be done. Their morale is
high as evidenced by lack of absenteeism and tardiness.

— Recognition. Proper recognition of an employee’s contribution the
management is highly morale boosting. It gives the worker feeling of
worth and self esteem. It is human nature to be happy when
appreciated. Thus, such recognition is highly motivational

— Achievement. A goal achievement gives a great feeling
accomplishment. The goal must be challenging, requiring initiative and
creativity. An assembly line worker finishing his routine work hardly
gets the feeling of achievement.

— Responsibility. It is an obligation on the part of the employee to carry
out the assigned duties satisfactorily. The higher the level of these duties
the more responsible the worker would feel and more motivated he
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would be. It is a good feeling to know that you are considered a person
of integrity and intelligence to be given a higher responsibility. It is a
motivational factor that helps growth.

— Growth and advancement. These factors are all inter-related and
are positively related to motivation. Job promotion, higher
responsibility, participation in central decision making and executive
benefits are all signs of growth and advancement and add to dedication
and commitment of employees.

Herzberg’s two-factor model is tied in with Maslow’s basic model in that
Maslow is helpful in identifying needs and Herzberg provides us with directions
and incentives that tend to satisfy these needs. Also, the hygiene factors in Herzberg’s
model satisfy the first three levels of Maslow’s model of needs hierarchy and the
motivational factors satisfy the last two higher level needs as shown below :

Fig. 4.4 Herzberg’s Two Factor Model

3. ERG Theory
The ERG need theory, developed by Clayton Alderfer, is a refinement of Maslow’s
needs hierarchy. Instead of Maslow’s five needs, ERG theory condenses these five
needs into three needs. These three needs are those of Existence, Relatedness and
Growth. The letters E, R and G are the initials of these needs.
 Existence needs. These needs are roughly comparable to the physiological

and safety needs of Maslow’s model and are satisfied primarily by material
incentives. These needs include the needs for sustenance, shelter and physical
and psychological safety from threats to people’s existence and well being.
 Relatedness needs. These needs roughly correspond to social and esteem

needs in Maslow’s hierarchy. These needs are satisfied by personal
relationships and social interaction with others. It involves open
communication and honest exchange of thoughts with other organizational
members.
 Growth needs. These are the needs to develop and grow and reach the

full potential that a person is capable of reaching. They are similar to
Maslow’s self-actualization needs. These needs are fulfilled by strong
personal involvement in the organizational environment.
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A rough similarity between ERG theory and Maslow’s theory is shown below:

Fig. 4.5 Similarity between ERG Theory and Maslow’s Theory

The three needs in ERG theory are in a flexible hierarchical order, unlike
Maslow’s strict hierarchical order. Also, ERG theory proposes that people may
be motivated by more than one kind of need at the same time. While Maslow
proposes that in the hierarchy of needs, a person will satisfy the lower level needs
before he moves up to the next level and will stay at that level until the need at this
level is satisfied, ERG theory suggests that if a person is frustrated in satisfying his
needs at a given level, he will move back to the lower level needs. For example,
assume that a manager’s existence needs are fully satisfied and he looks for more
challenging tasks to satisfy his self-esteem needs. If his efforts are frustrated in
seeking or meeting these challenges then he will move back to existence needs
and may seek more material benefits.

4) McClelland’s Theory of Needs.
McClelland has proposed a theory of motivation, which he believes is rooted in
culture; that is, needs are acquired on the basis of our life experiences. Hence, his
theory is also known as “Socially Acquired Needs Theory.” He concluded that
the most prominent needs are the needs for achievement, affiliation and power.
The primary motive is the achievement motive and is defined as a “desire to succeed
in competitive situations based upon an established or perceived standard of
excellence.”

Individuals with a strong need for achievement (know as n Ach), ask for,
accept and perform well in challenging tasks which require creativity, ingenuity and
hard work. They are constantly pre-occupied with a desire for improvement and
look for situations in which successful outcomes can be directly correlated with
their efforts so that they can claim credit for success. They take moderate and
calculated risks and prefer to get quick and precise feedback on their performance.
They set more difficult but achievable goals for themselves because success with
easily achievable goals hardly provides them with any sense of achievement. They
derive greater pleasure and excitement from solving a complex problem than from
financial incentives or simple praise.



Motivation and
Empowerment

NOTES

Self - Learning
Material 179

The need for affiliation (n Aff) is related to social needs and reflects a desire
for friendly and warm relationship with others. Individuals tend to seek affiliation
with others who have similar beliefs, backgrounds and outlook on life. Individuals
with a high “n Aff” tend to get involved in jobs that require a high amount of
interpersonal interaction and relations such as jobs in teaching and public relations.
Similarly, nurses, social workers and clergy are examples where high “n Aff” is an
attribute.

The need for power (n Pow) is the desire to affect and control the behaviour
of other people and to manipulate the surroundings. Power motivation when applied
positively results in successful leaders and managers who prefer democratic style
of leadership. Power motivation, applied negatively tends to create arrogant
autocratic leadership. Executives, political leaders and military officers are examples
of positions where high “n Pow” is usually an asset.

The process theories of work motivation
While “need theories” of motivation concentrate upon “what” motivates people,
the “process theories” concentrate upon “how” motivation occurs. These theories
identify the variables that go into motivation and their relationship with each other.
Some of the prominent process theories are: Vroom’s Expectancy Model, Equity
Theory and Goal-Setting Theory.

(1) Vroom’s Expectancy Model.
The expectancy model is based upon the belief that motivation is determined by
the nature of the reward people expect to receive as a result of their job
performance. The underlying assumption is that a man is a rational being and will
try to maximize his perceived value of such rewards. He will choose an alternative
that would give him the most benefit. People are highly motivated if they believe
that a certain type of behaviour will lead to a certain type of outcome and if such
outcome is consistent with their personal preferences.
There are three important elements in this model. These are’ :
 Expectancy. This is a person’s perception of the likelihood that a particular

outcome will result from a particular behaviour or action. This likelihood is
basically probabilistic in nature and describes the relationship between an
act and its outcome. For example, if a student works hard during the semester,
he will expect to do well in the final examination. However, it is not 100
percent definite that he will indeed do well in the examination. There is some
probability attached to this outcome. This expectation of outcome is known
as “first level” outcome.
 Instrumentality. This factor relates to a person’s belief and expectation

that his performance will lead to a particular desired reward. For example,
working hard may lead to better performance which is the first level outcome
and it may result in a reward such as salary increase or promotion or both,
which is the second level outcome. If a person believes that his high
performance will not be recognized or lead to expected and desired rewards,
he will not be motivated to work hard for better output. Similarly, a professor
may work hard to improve upon his techniques of teaching and
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communication (first level outcome) in order to get promotion and tenure
(second level outcome). Accordingly, instrumentality is the performance-
reward relationship.
 Valence. Valence is the value a person assigns to his desired reward. He

may not be willing to work hard to improve performance if the reward for
such improved performance is not what he desires. It is not the actual value
of the reward but the perceptual value of the reward in the mind of the worker
that is important. A person may be motivated to work hard not to get pay
raise but to get recognition and status. Another person may be more
interested in job security rather than status.
To summarise, according to this model of motivation, the person’s level of

effort (motivation) depends upon :
 Expectancy.The worker must be confident that his efforts will result in better

productivity and that he has the ability and resources to perform the task
well.
 Instrumentality.The worker must be confident that such high performance

will be instrumental in getting the desired rewards.
 Valence. The worker must value these rewards as desired and satisfactory.

The relationship of these three variables is shown as follows :

Their relationship is multiplicative in nature, so that :
Motivation = Expectancy × Instrumentality × Valence

or M = (E × I × V)
As the relationship suggests, the motivational force will be the highest when

expectancy, instrumentality and valence are all high and there is no motivation if
the value of any of these three elements is zero.

The management must recognize and determine the situation as it exists and
take steps to improve upon these three factors of expectancy, instrumentality and
valence so that they achieve the highest value of these factors individually and this
will lead to high motivation on the part of the worker.

2) Equity Theory
Equity theory is based on the assumption of some researchers that one of the most
widely assumed source of job dissatisfaction is the feeling of the employees that
they are not being treated fairly by the management or the organizational system.
For example, let us assume that there are two professors up for promotion and
both of them have similar backgrounds and academic achievements. If one gets
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the promotion and the other does not, the professor being denied promotion will
feel that the politics of the system was not just and that he was unfairly treated.
This would result in job dissatisfaction to some degree. This dissatisfaction is due
to the result of comparison with the professor who got the promotion. Suppose
further that neither one of the two professors got the promotion and one of them
felt that he deserved it. This would also be a cause for dissatisfaction.

Hence “Equity theory” has two elements. First, the workers want to get a
fair reward for their efforts. This “exchange,” meaning reward for their efforts is
similar to any other exchange. For example if you want to buy a new car for $15000,
you want to make sure that you get the best car for this price. You would be happy
if you considered this exchange of money with the car as fair. Similarly, if you put
in more efforts into your work, you expect to get more rewards out of it. Second,
you would compare your rewards with the rewards of others who put in similar
efforts. In the above example, if you bought the new car from a car dealer for
$15,000 you are happy with the purchase except when you find out that another
person bought the same car from the same dealer for $ 14,000. In this case, you
would be dissatisfied with the purchase because of comparison with the other
purchaser.

Accordingly, “Equity theory” is based upon the recognition that employees
are not only concerned with the rewards that they receive for their efforts but also
with the relationship of their rewards with the rewards received by others in similar
situations. They make judgement of equity or inequity between their input and
outcomes and the inputs and outcomes of others. For comparison purposes, the
inputs can be considered as efforts, skills, education, experience, competence and
so on, and outputs can be considered as salary levels, recognition, pay raises,
promotion, status and other privileges. When such inequity exists, whether it is real
or perceived, employees will feel uncomfortable about it and will tend to take steps
that will reduce or eliminate this inequity. These steps may result in lower or higher
productivity, improved or reduced quality of output, protests against inequity and
so on.

Equity theory proposes that under-rewarded employees tend to produce
less or produce products of inferior quality than equitably rewarded employees
and over-rewarded employees tend to produce more or produce product of higher
quality than equitably rewarded employees.

This must be realized that inequity exists when people are either underpaid
or overpaid for similar efforts. However, they are more willing to accept
overpayment by justifying such overpayment rather than taking steps to reduce
this inequity and making the input-reward ratio more equitable. As formulated by
Adams, Equity theory comprises of the following postulates :

 Perceived inequity creates a feeling of resentment and tension within
individuals.

 The extent of this tension reflects the magnitude and type of inequity.
 Individuals will be motivated to take steps to reduce this tension.
 The greater the extent of perceived inequity, the greater is the strength

of such motivation.
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This process can be shown as follows :

Fig. 4.6 Steps in Adams’ Equity Theory

There are a number of steps a person can take in order to reduce the tension
caused by perceived inequity. This must be understood that inequity exists only in
the perception of the individuals. It may or may not be real. If people are satisfied
inspite of any inequity that might exist or if they can justify such inequity by one
way or another, then in their own perceptions, such inequity does not exist.

The following are some of the steps people may take to reduce the extent of
an inequity.
 They may change their inputs either upwards or downwards to a more

equitable level. Overpaid workers may justify overpayment by increased
efforts and underpaid workers may reduce their level of efforts and show
less interest in work by excessive absenteeism and tardiness.
 They may alter their outcomes to restore equity. The workers may demand

better pay and better working conditions for the same input either by staging
walkouts and strikes or through organized union negotiations.
 They can change input-outcome ratio to more favourable and equitable levels

by distorting the values of inputs or outcomes. They may artificially increase
the importance of the jobs that they are doing, in their own minds or decrease
the value of their own input by believing that they are not really working very
hard. For example, if a professor does not get promotion that he believed
he deserved, he may justify this denial by either thinking that “it is not the
promotion that counts but helping the students achieve academic excellence”
or by believing that “he really did not work very hard in the area of research
and publication.”
 They may resign from their jobs. Employees who feel that they have been

inequitably treated at a particular job may find another job where they feel
that the input-outcome balance is more favourable and equitable for them.
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 They may change the level of comparison with other employees. In the face
of inequity, the employees may believe either that other people get better
outcomes because they do work harder at it or because they belong to a
different category with which the comparison is not valid or justified. For
example, a professor from Business Administration division, who did not
get promotion may compare it equitably with another professor from Social
Sciences division who did get promotion by believing that the requirements
for promotion for both divisions are not the same or, that the professor from
Social Science division did work harder to get his promotion.

(3) Goal-Setting Theory
Goal setting theory is a relatively applied approach to motivation and is based upon
the assumption that the type as well as the challenge of the goal induces motivation
in the individual to achieve such goal. The theory, as proposed by Edwin Locke,
studies the processes by which people set goals for themselves and then put in
efforts in order to achieve them. The quality of performance is generally shaped by
how difficult and how specifically defined the goal is. General goals, such as “do
your best”, do not lend to accurate performance appraisal and proportionate
rewards. Specific goals are clear and tend to give a clear direction to the worker,
resulting in improved performance. Similarly, difficult goals, once accepted, lead
to higher quality performance.

Fig. 4.7 Goal Setting Theory

 Goal Specificity. A specific goal identifies the target in quantitative terms.
This would enable the worker to evaluate his performance and judge as to
how he is doing relative to the goal. For example, if a worker is producing
50 units a day, which is the average output, then he may set his goal of 60
units per day, to be achieved within 10 days. The worker can evaluate his
output each day and decide whether he is adequately moving towards that
goal.
 Goal Difficulty.Difficult but feasible goals provide more challenge than easy

goals. Reaching an easy target is not competitive and hence hardly exciting.
This is particularly true for high need achievers. Goal commitment is
independent of whether the goal is set by the worker himself or is assigned
by superiors, but depends upon expectations of success and degree of
success achieved. Commitment would also depend upon provisions of
rewards for goal achievement.

The most important element of goal setting theory is the acceptance of goal by the
workers. Of course, the best way to have the goal accepted by workers is to let
them set their own goals within the general organizational frame work. Assigned
goals are equally acceptable if these goals are consistent with personal aspirations
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of workers. Acceptance becomes easier if the workers are encouraged to
participate in the goal setting process. Goal acceptance can-also be facilitated if
the management demonstrates a supportive attitude towards subordinates regarding
goal achievement.

There is evidence that goal setting, as outlined, improves performance about
90 percent of the time and that comparatively high achievers set comparatively
more difficult goals and are much more satisfied with intrinsic rewards rather than
extrinsic rewards

Reinforcement theory of motivation
The reinforcement theory of motivation shifts the emphasis from employee’s
underlying needs and thinking processes and focuses on the relationship between
behaviour and consequences. The theory rests on two premises. First, that the
environment is an important catalyst in determining or reinforcing behaviour. If the
environment is complementary to established behaviour, then such behaviour is
positively reinforced. On the other hand, if environment is hostile to the values and
skills of the worker, then negative reactions take place. Second, human behaviour
is subject to “cause and effect” phenomenon so that effects can be predicted on
the basis of established causes and that behaviour can be changed by manipulating
the consequences.

Operant Conditioning
Based on the work of B. F. Skinner, operant conditioning is based on a simple
“law of effect” meaning that behaviour is a function of its consequences.
Reinforcement theory suggests that behaviour or job performance is not a function
of internal state of mind (such as needs), feelings, emotions or perceptions but is
keyed to the nature of the outcome of such behaviour. The consequences of a given
behaviour could determine whether the same behaviour is likely to occur in the
future or not. Based upon this direct relationship between behaviour and its
consequences, management can study and identify this relationship and try to modify
and control behaviour by manipulating consequences.

Reinforcement Strategies
Reinforcement is the process by which certain types of behaviours are strengthened.
Thus a “reinforcer” is any stimuli that cause a certain behaviour to be repeated or
inhibited. Organizations are interested in reinforcing the desirable behaviour and
eliminating undesirable behaviour among workers. By introducing some reinforcers,
organizations can maintain or increase the probability of such behaviours as quality
oriented performance, objective decision making, high level of attendance and
punctuality and so on. Thus, these reinforcers work as behaviour modifiers.

There are four reinforcement strategies: positive reinforcement, negative
reinforcement, extinction and punishment. The first two reinforcers seek to
encourage desirable behaviour by different aproaches. The remaining two
reinforcers seek to discourage undesirable behaviour. These are shown in the
following diagram.
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Fig. 4.8 Reinforcement Strategic

 Positive reinforcement. A positive reinforcement is a reward for a desired
behaviour. The reward should be sufficiently powerful and durable so that it
increases the probability of occurrence of desirable behaviour. Financial
incentive is probably the most powerful reinforcer for positive behaviour,
because money can be used for a number of other resources. However, some
other positive reinforcers are participative decision making, recognition for
a job well done, challenging tasks, higher responsibility, freedom to decide
how the job is to be done and so on.
Since all individuals have different motivations for performance, it is important

that the positive reinforcers be individually tailored so that the reinforcer is valued
by the employees.
 Negative reinforcement. Negative reinforcement is the removal of an

unpleasant consequence following a desired behaviour. This is also known
as “avoidance learning”, since the individual learns how to avoid unpleasant
consequences. For example, a manager may like his subordinates to dress
in a business suit when they come to work and may criticize individuals who
dress casually. However, this criticism stops when such individuals wear
business suits to work. Thus to avoid criticism, the employees may dress
well. Similarly, students work hard, write term papers and do their homework
on time to avoid the consequence of failure in the exams.
 Extinction. Extinction is the withdrawal of the positive reward and removal

of all reinforcements following an undesirable behaviour. For example, if a
student in the class is highly mischievous and disturbs the class, he is probably
asking for attention. If this attention is given to him, he will continue to exhibit
that behaviour. However, if he is continuously ignored and not recognized,
then such undesirable behaviour will vanish over a period of time. To such a
student, attention is a positive reinforcement and when this reinforcement is
withheld from him, his disturbing behaviour is expected to decrease in
frequency and eventually will disappear.
 Punishment. Punishment is the administration of negative consequences

following an undesirable behaviour. The purpose is to decrease the odds of
the undesirable behaviour being repeated. According to B.F. Skinner,
punishment is still the most common technique of behavioural control in today’s
life. When a child misbehaves, he is spanked. If a worker does not behave
according to the way the organization wants him to behave, he is fired. If a
person does not behave as the society or law wants him to behave, he is
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ridiculed or ignored or he is punished by arrest and jail. All religions threaten
punishment in the life hereafter, if a person does not behave according to
God’s will and religious guidelines.
Which type of reinforcement is more appropriate to use ? According to

research conducted by Blanchard and Johnson, most managers prefer positive
reinforcement rather than the use of punishment. Such a manager achieves
performance improvement without generating the fear, suspicion and resentment
that are often the result of using punishment in the work place.

4.2.3 Enhancing Productivity through Rewards and
Behaviour Modification

Rewards play an important role in the process of motivating employees in an
organization. Rewards fulfil a variety of needs, influence emotion, and shape or
represent a person’s self-identity. In order to motivate employees successfully,
managers need to be knowledgeable about the types of rewards that can be
provided to employees. Organizations reward their employees for their membership
and seniority, job status, competencies, and performance.

Rewards Based on Membership and Seniority
The duration for which an employee stays in an organization, thereby determining
his seniority, affects the kind of pay-packet that he is likely to receive. Many
organizations reward their employees on the basis of the number of years they have
served in the organization. Japanese firms typically increase every employee’s pay
rate for each year on the job or for age, although some companies are moving
towards performance-based pay (Park 1996). Many Indian organizations try to
use a combination of both seniority and performance based-pay.

Seniority-based rewards are attractive for the applicants and also provide a
level of security that minimizes stress and builds loyalty (Newman and Krzystofiak
1998). The problem with seniority-based rewards is that they do not directly
motivate job performance. They also discourage poor performers from quitting as
they do not have better job options available. Instead, the good performers are
attracted to better-paying jobs.

Rewards Based on Job Status
Companies try to evaluate the worth of each job in the process of job evaluation.
Jobs which require high skills and abilities, have more responsibility, and difficult
working conditions are placed higher in the order of importance and are rewarded
more. Government-based jobs generally rely on the pay commission
recommendations to reward high status. In the private sector, people at higher status
jobs are rewarded with large offices, company-paid vehicles, and other attractive
perks.

Rewards which are based on status motivate employees to work harder to
compete for the higher position in the organizational hierarchy. This also minimizes
pay discrimination between the sexes by ensuring that jobs dominated by women
receive similar pay as the jobs dominated by men in the organization. However,
status-based rewards may create a psychological distance between employees and
management, thereby inhibiting communications across these groups. They also



Motivation and
Empowerment

NOTES

Self - Learning
Material 187

encourage traditional hierarchy and are inconsistent with flatter organizational
structures and the increasing emphasis on knowledge. Sometimes, the employees
may create a façade of doing a good job by rewriting their job description and not
by raising their productivity.

Rewards Based on Competency
Competencies are the skills, knowledge, and other underlying characteristics that
lead to superior performance (Kochanski 1997). Competency-based rewards are
the organizational rewards that are not based on status or position, but on skills,
competence, and abilities of the employees. The employees are rewarded for their
competencies such as customer service, technical knowledge, and creativity (Lawler
2000).

Skill-based pay plans represent a variation of competency-based pay. In
skill-based pay plans, employees’ pay rates increase with the number of skill
modules they master (Murray and Gerhart 2000). Through special training and job
rotation, employees learn how to operate another machine or complete another
set of tasks. An employee’s pay rate depends on the number of skill modules that
he has mastered, not on the specific jobs performed on a particular day.

Rewards based on competency and skills improve flexibility as employees
possess a variety of skills to move into different jobs as required. The quality of
product or service also enhances because employees possess multiple skills to
perform tasks.

This also facilitates continuous learning on the part of the employees leading
to longer employability. The only problem that can arise is the subjectivity arising
out of the measurement of competencies, particularly when the competencies are
personality traits or values (Crumpley 1997).

Rewards Based on Performance
The rewards based on performance can be classified into individual rewards, team
rewards, and organizational rewards (Table 6.3).

Individual rewards
Piece rates are the wage rates calculated based on the number of units produced
by the employees. The reward paid on the basis of sales volume is called
commission. When a percentage of revenue is paid to the individual from the
resource or work assigned to him, it is called royalty. Bonuses are offered for
accomplishing specific tasks or achieving certain goals.

Team rewards
Most companies now prefer to enforce a team-based reward system in place of
individual rewards. One of the most popular team-based rewards is the gain-sharing
plan. Gain-sharing motivates team members to reduce costs and increase labour
efficiency in their work processes. Gain-sharing enhances team dynamics and pay
satisfaction. They also add to strong effort–performance expectancy as most of
the activities are under the control of the team. In other words, team members quickly
learn that their work efficiencies increase the size of the gain-sharing bonus (Cooper
and Dyck 1992).
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Table 4.1 Types of Rewards Based on Performance

Organizational rewards
The most common organizational rewards are:
Employee stock ownership plans (ESOPs): These plans encourage employees
to buy shares in the company, usually at a discounted price or with a zero-interest
loan from the company. Employees are subsequently rewarded through dividends
and market appreciation of these shares. It enables them to own stocks of their
company and enjoy tax benefits. They can also use the ESOPs as security to obtain
loans from financial institutions.

Organizations strategically plan their ESOP structure. It is a special incentive
structure where a company creates a trust and makes regular contributions to the
trust in the form of shares or cash. If the contribution is made in cash, the trustee-
manager buys the company’s shares from the secondary market. Each employee
has a separate account to which the shares are credited. When an employee leaves
the company, he receives the shares in his account. If the shares are not traded in
the secondary market, the company has to buy back the shares from the employee
at a fair price. They make annual contributions in a special trust set up for ESOPs.
For example, Infosys has created an employee welfare trust to allocate shares to
its employees. The company contributes to the trust, and the employees generally
do not pay for these shares. The company continues to contribute to the trust until
the employee quits, dies, retires or his services are terminated. Another example is
that of Tata Technologies which provides fresh recruits with the benefit of ESOPs
since they are the first to initiate work in a new venture.
Stock options: These options give employees the right to purchase company stock
at a future date at a predetermined price. Under a stock option plan, a company
assigns options to its employees. The option gives employees the right to buy shares
at a specified price during a specified period. These options are not traded on stock
exchanges.

A company may, for instance, grant each employee the right to buy 500 shares
at ‘100 after 2 years. Employees will exercise their options only if the stock price
in the secondary market is higher than ‘100. If the secondary market price is lower,
the option will be allowed to lapse. Stock options are typical examples of employee
benefit plans in India. For example, Wipro provides its employees with the Wipro
Employee Restricted Stock Unit Plan 2004, which is given to all eligible employees
of the company, all its subsidiaries as well as to all the directors except promoter
directors and directors who directly or indirectly hold more than 10% of the
outstanding equity shares of the company. The objectives of this stock option are
to attract, retain, and motivate talented employees; encourage employees to align
individual performance with company objectives; reward employee performance
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with ownership in proportion to their contribution; and align employee interests with
those of the organization.
Profit-sharing plans: These plans consist of paying bonuses to the employees
on the basis of the previous year’s corporate profits. It is the process of sharing
the profits earned by the organization with all the employees. Indirectly, all
organizations follow the profit-sharing plan by giving out dividends.

Most companies that follow profit-sharing programmes report consistent
productivity improvement. Profit-sharing increases productivity as it increases
involvement in decision making, partly because of the financial incentives and partly
because of the greater perceived employee ownership within firms. Profit-sharing
incentive plans are practised in retail and FMCG sectors. Other sectors too
implement the plan based on organizational policies.

Procter & Gamble was the first company in the United States to introduce
a profit-sharing programme, in 1887. Today, approximately 25% of the company
is owned by its former and current employees. Even workers in the manufacturing
plants often own hundreds of thousands of dollars in company stock, thanks to a
lucrative profit-sharing plan. In return, the company gets an assurance that top-of-
the-line employees (who could possibly make more in base salary elsewhere) will
remain with the company for years to come.

Organizational rewards create an ownership culture in which employees feel
aligned with the organization’s success. Profit sharing helps to automatically adjust
employee compensation with the firm’s prosperity, thereby reducing the need for
layoffs or negotiated pay reductions during recessions (Cheluis and Smith 1990).

The main disadvantage is that employees often perceive a weak connection
between individual performance and corporate profits or the value of company
shares. The rewards also fail to motivate employees when profits are negligible
and when stock prices decline in bear markets. Morale may suffer in companies in
such conditions (Leckey 2001).

Behaviour Modification as a Tool to Motivate Employees
Rewards systems are based on the assumptions that people in positions of authority
can be taught to use environmental consequences to stimulate and shape the
behaviours of people. This is termed as the behaviour modification process. When
rewards or reinforcement is used to shape the behaviours of employees, an A–B–
C model structured around antecedents, behaviours, and consequences is used.
Antecedents: “A” represents the antecedent condition or cue that precedes a set
of behaviour alternatives—the stimulus or circumstance that invites a desired
behaviour. The traffic light turning yellow, the alarm bell ringing, mobile reminding
you of a meeting are all antecedent conditions.
Behaviour: “B” represents behaviour, which is the response to the antecedent
conditions. Applying the car brakes, getting out of bed rather than going to sleep
and showing up for the scheduled meeting on time are examples of behaviours that
represent the desired responses to the antecedent cues.
Consequences: “C” represents environmental consequences that are contingent
on appropriate behaviour. The consequences can be classified as follows:
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Positive reinforcement—positive reinforcement occurs when a manager
showers public praise on a subordinate for submitting a sound report.

Negative reinforcement—negative reinforcement reduces or avoids a
potential negative outcome. Negative reinforcement occurs when a person shows
up on time for work to avoid having her pay docked. Punishment is used to decrease
an undesired behaviour.

Omission—omission is a neutral response to either a desired or undesired
behaviour. The law of effect advocates that consequences should immediately follow
behaviour to reinforce the link between the two. With repeated reinforcement over
time, the desired behaviour becomes systematic.

Check Your Progress

1. Mention the broad approaches under which motivation theories are
studied.

2. What are Employee stock ownership plans (ESOPs)?

4.3 JOB DESIGN

The process of job design has been defined as, “...specification of the contents,
methods, and relationships of jobs in order to satisfy technological and organizational
requirements as well as the social and personal requirements of the job holder”
(Buchanan, 1979). Through job design, organizations try to raise productivity levels
by offering non-monetary rewards. Job enlargement, job enrichment, job rotation,
and job simplification are the various techniques used in a job design exercise. The
ultimate goal of job design is job satisfaction. Job design works by balancing the
organization’s goal(s) with the employees’ wants and needs, thereby designing a
job that creates job satisfaction, which should increase production (i.e., companies’
goal) and satisfy the employee. For example, the way in which the jobs of emergency
service personnel are organized and designed (the range of tasks for which they
are trained, the sequence of activities in their approved procedures, the autonomy
which they have to decide on appropriate action, and so on) will enable the
emergency service personnel to determine their ability to respond promptly to
emergencies and perhaps save lives.

The enthusiasm with which HRM has been embraced by many working within
the theory and practice of job design is founded upon its prediction and promise
that individuals will be provided with stimulating and enriching jobs. Not only will
individual employees perform far more varied and skilled jobs but through the
resulting quantitative and qualitative performance improvements, organizations will
become far more competitive. Hence, one of the most important components of
organizational effectiveness and economic prosperity is the attention and paid to
the detailed designing of work tasks.

4.3.1 The Two Approaches to Job Design
The first approach is a focus, that is, the discrete and autonomous active interventions
made by the management in the employment relationship designed to increase
performance by, for example,
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 Increasing motivation — Job design has an influence on employee motivation.
For example, using job enlargement technique, employees can be gradually
provided with more challenging and greater responsibilities. Employees enjoy
learning new skills and will get more satisfaction from their job if they are
given extra responsibility. This also helps you to increase the skill level of
your team.
 Commitment — Job design leads to increased job satisfaction of employees

and hence more commitment towards the organization and work.
 Placating discontent and alienation — Alienation means a sense of

estrangement felt by employees, reflected in their lack of warmth towards
the organization and in believing that their job/work is not meaningful to other
aspects of their lives. Alienation and discontent is caused commonly
by factors such as lack of involvement in basic decision making, lack of
human contact, little hope for betterment and a feeling of powerlessness. It
involves providing employees with more control over the work they do. Job
design placates discontent and alienation by job enrichment, which means
providing employees with more authority and responsibility. This may
encourage them to seek out better and more efficient ways to accomplish
their task, leading to a potential increase in productivity.
 Improving the flexibility of employee utilization — This is done by job rotation,

where employees move between different jobs periodically. Not only will
this reduce the monotony of their work, but it will develop a team with a
wider range of skills.
The second approach is called structuralist approach, which emphasizes

constraint and the economic necessity of restructuring and redesigning jobs, e.g.,
granting control over work (autonomy) and self-organization (self-management).

4.3.2 Enrichment
Job enrichment is enriching jobs by adding more qualitative aspects. It is the vertical
expansion of jobs. The qualitative expansion such as increased responsibilities,
powers and autonomy are special features of job enrichment. An individual
employee gets an opportunity to modify his performance and merit. The management
has to provide opportunities which enrich jobs. Employees should feel the
enrichment of their jobs. Enrichment should become a motivator as pointed out by
Herzberg. Job enrichment is the performance pattern designed to provide
opportunities for achievement, advancement, recognition, power, responsibilities
and growth potential. Job enrichment increases the variety of work content and
raises level of knowledge, provides more autonomy and responsibility and expands
opportunities for personal growth. For example, an employee is confined to a few
jobs wherein he is given more power and authority to perform effectively. Thus
quality is the main objective of job enrichment.

Job enrichment increases employees’ satisfaction, quality production and
control mechanism. The purpose of job enrichment is to make employees
responsive to the enrichment programme. Since enrichment is viewed differently
by different employees, all employees may not be wholly responsive to the
programme. The gain theory to the employees will be an effective factor of job
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enrichment. If job enrichment is helping cost reduction, and the employees are given
benefits in the form of profit sharing, employees are motivated by such job
enrichment. Figure 4.9 shows the benefits of job enrichment.

Fig. 4.9 Benefits of Job Enrichment

Job enrichment encourages self-actualization, growth and provides job satisfaction
to employees. Intrinsic motivation is increased to arrive at higher performance and
more productive human resources. Negative effects, such as absenteeism, less
turnover and grievances, are reduced by enrichment. An organization is benefitted
consequently, which is observed in the form of cost saving and quality output. Society
is benefitted because of cheap, quality products and increased employment
opportunities. Job enrichment seeks to add depth to the job by giving more work
opportunities, advanced techniques, responsibilities, discretion and power. It satisfies
the higher order of needs, viz. social and self-actualization needs. Job enrichment
is further discussed from the angles of the Herzberg theory.

Herzberg theory
The Herzberg theory of motivation has incorporated job enrichment as the
motivating factor out of two factors, viz. hygiene factors and motivators. Hygiene
factors create a healthy atmosphere for work. If this is not present, the employees
experience dissatisfaction. Hygiene factors are essential to reduce dissatisfaction,
but it does not create a state of satisfaction. Hygiene factors neutralize the state of
dissatisfaction and pave the base for motivation with the use of motivators.
Employees are motivated with the intrinsic aspects of jobs, like autonomy,
responsibility, challenges, achievements and so on. These are known as motivators
and are the essential features of job enrichment.

Responsibility: The feeling of responsibility is developed through making
the task independent and significant. If employees get responsibility, they would
like to demonstrate their experience and merits. Task identity, variety and autonomy
create responsibility.

Decision-making power: Employees feel satisfied and motivated when
decision-making power is entrusted to them. With increased authority and autonomy,
employees are given the power of decision-making, which motivates them to
perform better. They get opportunities to set production standards, control the
operation and human resources, and participate in supervisory tasks.

Accountability: Employees get a sense of pride and recognition when made
accountable, as this is attached to rewards as well. If the performance goal is
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achieved, the employees feel satisfied and are further motivated if rewarded
accordingly.

Personal growth and development: Autonomy, variety and significance
of tasks help employees grow and develop. The employees achieve a sense of
pride and satisfaction when performing a task which is properly identified. Task
identity and variety provide an opportunity for the development of the concerned
employees.

Achievement: Task significance and identity provide a sense of
achievement. When employees are performing for social benefits, they feel happy
over such tasks. They perform to the maximum extent without caring about time
and money.

Feedback: Job enrichment includes feedback facilities. Employees inform
frankly and fearlessly about the job and performance. Task feedback helps
development of employees and better performance of jobs.

Process of Job Enrichment
Job enrichment involves enriching, planning, organizing, executing and evaluating
jobs. ‘An enriched job organizes tasks so as to allow the worker to perform a
complete activity, increases the employee’s freedom, independence, responsibility
and provides feedback so that the individual will be able to assess and correct his
or her own performance.’ The process of job enrichment includes combining tasks,
creating natural work units, establishing relationships, expanding jobs vertically and
opening feedback channels.
Combining tasks: A job having different tasks should be combined into fewer
tasks to make it easier for employees to get the satisfaction of task variety, identity
and significance. An isolated task does not provide satisfaction to employees, as it
does not give them a sense of satisfaction and performance achievement.
Creating natural work units: While combining different tasks, efforts should be
made to arrive at natural work units, because it helps them to identify the jobs.
Employees prefer an identifiable task, because it gives them a sense of satisfaction
of performing a specified, known and significant unit. Natural work units are
enjoyable, meaningful and relevant.
Establishing relationship:The job enrichment process includes the establishment
of relationship between the employees and management, the employees and an
outside organization, employees and social institutions. If the tasks of employees
are socially recognized, they feel proud of performing them. Feedback strengthens
the relationship which is the cementing factor for the base of performance and
satisfaction.
Expanding job vertically: The depth and quality expansion of a job is known as
job enrichment. It increases an employee’s avenue, performance, recognition,
growth and other opportunities which are hidden under the vertical expansion of a
job.
Opening feedback channels: Job enrichment opens feedback channels for
employees to express their views. The management is made aware of the uses of
their policies and decisions. Similarly, employees are constantly informed about
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their weakness and possible solutions thereof. Employees get a chance to know
whether their performances are improving. They are motivated through job
enrichment to improve their performances.

Advantages and Disadvantages of Job Enrichment
Job enrichment has benefited many organizations because of increased specialized
functions and chances of personal satisfaction. First Chicago Corporation, Texas
Instruments and Bell Telephone in the USA, Tata Steel in India and Mitshubishi in
Japan have recorded successful performances and satisfaction by job enrichment.
Ford Motors has also shown the positive impacts of enrichment.

Many disadvantages and limitations are attached to job enrichment. Enriched
jobs require training costs, expansion programmes, skilled workers and revamping
the job. Workers may resist change and job enrichment. Managers in the name of
enrichment may take biased decisions against the welfare of the employees. Time
and resource problems are linked to job enrichment. Development programmes
for job enrichment are lacking. It has been revealed by research that job satisfaction
comes from job security, pay, a workable climate and mutual trust. The
responsibilities, job variety, identity and task significance are factors which least
affect job satisfaction. The basic and safety needs of employees have been found
to be the most satisfying factors rather than social recognition, because social
recognition without adequate financial support becomes a negative motivator. Job
enrichment may cause dissatisfaction to employees because they have to learn many
things afresh. Many low performers and poor workers view job enrichment with
fear. It is an established fact that job enrichment is not a panacea. It is a valuable
motivation technique which should be used selectively and cautiously towards
increasing employees’ satisfaction.

Check Your Progress

3. Define job design.
4. Why is job Enrichment beneficial?
5. What does the process of job enrichment involve?

4.4 DEVELOPING TEAMS

A great amount of our time is spent in group interactions. In our lifetime, we join a
number of groups. The membership to some groups is mandatory whereas others
are undertaken voluntarily. Work groups become the major channel for achieving
organizational goals (Yammarino and Dubinsky 1990). Groups also satisfy personal
needs for friendship, self-esteem, and identity (Ashforth and Mael 1989). A group
can be defined as a collection of two or more people who meet regularly and
influence one another over a period of time, perceive themselves as a distinct entity
distinguishable from others, share common values, and strive for common objectives
(Shaw 1981). When members of a group subscribe to common values, beliefs,
and objectives and when there is a high level of agreement between them on these
matters and how best to achieve the objectives of the group, a state of cohesiveness
is said to exist. Cohesive groups emphasize the need for close cooperation in order
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to complete different tasks in an effective way and to create conditions in which
the personal needs of members are satisfied.

Types of Groups
In most organizations, several different types of groups are present. The major
classification is in the form of formal groups and informal groups.

Formal Groups
A formal group is established by management and is expected to perform well-
defined tasks to achieve organizational objectives. At the organizational level, formal
groups help to accomplish complex, interdependent tasks and to create new ideas
(Schein 1980). At the individual level, formal groups help to satisfy the person’s
need for affiliation, confirm his identity and enhance self-esteem. Formal groups
are further classified into task groups and command groups.
Task group: It is a temporary formal group that is established to solve specific
issues. The example of a task group would include a curriculum revision committee
in the university and a disciplinary committee constituted to look into specific
disciplinary issues in the organization. The members of task groups do not have a
reporting relationship, and the group comprises of people from different
departments who possess complementary skills in the area of expertise required.
As soon as the task is complete, the members disintegrate and revert to their original
groups or organizations.
Command group: It is a permanent group in the organization dictated by the
structure of the organization. A typical command group comprises of a supervisor
exercising his authority over a set of subordinates. Different departments like finance,
sales, and human resources are examples of command groups. Most organizational
objectives are accomplished by command groups.

Informal Groups
Informal groups grow out of the need for friendship, affiliation, companionship,
and communication between people. The membership of this group is not defined
by the organization, but it is dependent upon the common values and interests
shared by the employees. Some of the common examples of informal groups are
“tea or coffee groups” and clubs. Members of this group are often found to be
more powerful than the members of formal groups (Meer 1985). At the
organizational level, informal groups aid in solidifying common social values and
provide guidelines for right behaviour. They also help to provide a sense of identity
and access to information. At the individual level, they satisfy the social and affiliation
needs and may lead to enhanced feelings of self-esteem and status (Lunt 1991).
Some examples of informal groups found in organizations are friendship groups
and interest groups.
Friendship groups: Friendship groups are based on common characteristics such
as age, common values, and college affiliations. They help to satisfy the affiliation
needs of the members. Effective managers try to maintain good relationship with
these groups as they have tremendous influence on their members (Hussein 1989).
Interest groups:These groups comprise of individuals who share a mutual interest
and group together to try to achieve their objectives. These groups may not have
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any relationship with the formal task groups of the organization. For example,
individuals who come together to fight for a common cause such as smoking or
alcoholism form an interest group.

Functions of a Group
Groups tend to help individuals and organizations in a number of ways. Broadly,
groups serve two kinds of functions in an organization: task and maintenance (Schein
1980).

Task Functions
Groups carry out certain task functions to achieve organizational goals. These are:
 Handling complex tasks: When the task is too complex for an individual

to perform alone, perhaps because it requires competence and expertise
from different areas, it requires the help of a number of individuals working
together.
 Liaison or coordinating function:Groups also serve to act as coordinating

mechanism among the members of their own group as well as with groups
outside.

 Implementation of complex decisions: Implementation of complex
decisions requires the understanding and contribution of a large number of
employees of the organization. A group acts as a catalyst to implement such
decisions.
 Generating new and creative ideas: The interaction between group

members results in the generation of a large number of new and creative
ideas.
 Vehicle for training new employees: In a group context, it becomes easier

for the new member to get socialized and understand the norms of the group
and the organization. As jobs in organizations have become complex and
interdependent, the role of groups cannot be underestimated.

Maintenance Functions
These functions are performed to take care of the personal needs and expectations
of the individual members. They include:
 Fulfilling the need for social interaction: Individuals have an innate need

for care, friendship, affiliation, and support. Groups help them fulfil these
needs.
 Providing a sense of identity and self-esteem: If the group that one

belongs to in an organization has a high status, the individual members derive
a sense of identify and self-esteem from their membership.
 Solving personal problems: Group provide emotional support and help

individuals confront personal problems and crisis.
 Reducing anxiety and uncertainty: Groups help people to reduce their

anxiety and uncertainty by allowing individuals to share and discuss their
concerns with other members.



Motivation and
Empowerment

NOTES

Self - Learning
Material 197

Evolution of Groups into Teams
The effectiveness of any organization depends upon effective teamwork. Effective
teams evolve from effective group functioning in organizations, and it requires trust
and support of individual members. If members do not trust or support each other,
group meetings easily degenerate into fights and arguments with no cooperation at
all (Dyer et al. 1990). For a group to evolve into a team, it is essential to reach to
the performing stage. At that stage, the group needs to possess the following
characteristics: agreement with the mission of the team, shared leadership, collective
sharing of accountability, problem solving, and measurement of effectiveness by
collective accomplishment (Katzenbach and Smith 1993). Some of the conditions
essential for evolving a group into team are as follows:
Supportive organizational conditions: An organization needs to provide a
supportive environment to help a group evolve into a team. Some of the conditions
conducive to the evolution of teams include management’s unconditional support
to the team, team’s support to the organizational goals, appropriate skills possessed
by the team member to carry out activities of the team effectively and whether the
organization can afford to postpone task accomplishment till members learn to work
together (Smither 1991).
Skilled team members: The team’s success depends upon the complementary
skills possessed by the individual members. The set of skills that need to be
possessed by the individual members comprises of technical skills, to be able to
complete the job requirement; problem-solving skills, the ability to solve any
problem at a given point of time; decision-making skills, the ability to take
appropriate decisions to solve the problems; and interpersonal skills so as to
develop better relationships with superiors, colleagues, and subordinates in the work
environment. Other skills include skills of active listening, mutual influence, and
constructive confrontation to establish common goals and collaborate to achieve
them (Katzenbach and Smith 1993).
Common values: For cooperative and collaborative effort, it is essential that the
team members possess some common core set of values to reinforce accountability.
Such common values help members to listen and respond constructively to others,
give the benefit of doubt, provide support, see the interest of others and
acknowledge their contributions (Katzebach and Smith 1993).
Matching team roles and preferences: For managing a team effectively, there
has to be prefect compatibility between the roles performed by individual members
and the task in hand. A manager has to accomplish the goals by linking differentiated
roles held by motivated team members (Davies 1990). Box 9.3, using the example
of Project Chandrayaan, describes how a collection of people forming a team can
convert a dream into reality.

4.4.1  Types of Teams
The teams in organizations can be classified into different types. Some of these are
discussed here.
Top-management teams: These teams help to coordinate the activities of the
work teams that are drawn from a number of different areas. Members of the top
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management may find it difficult to coordinate as members of a team as they are
generally apprehensive about diluting their individuality for the sake of group effort,
particularly if there is a past record of success (Hart 1996). On the basis of their
experience as McKinsey management consultants in the United States, Katzenbach
and Smith (1993) concluded that although teams have an advantage over individuals,
there are instances where factors such as the time-consuming nature of teamwork
and a culture of individual rather than collective effort make it difficult for teams to
form, particularly at the top-management level.
Cross-functional teams: Cross-functional teams comprise of individuals from
the same hierarchical level but different functional areas, to perform a specific task.
As individuals come from diverse backgrounds, it takes some time for trust to be
established among them (Denison et al. 1996).
Quality circles: A quality circle is a small group of employees (4–15) who do
similar work and report to the same supervisor. The group meets regularly on a
voluntary basis to identify and analyse work problems and provide solutions.
Quality-circle teams are concerned with improving quality and effectiveness. The
quality circle works on the premise of setting joint objectives through the process
of participation and consequently working together to remove the blocks in the
achievement of objectives. A significant consequence of the implementation of
quality circles is the enhanced commitment to necessary changes in work practices.
It is used to improve productivity, product quality and safety at work, and the
benefits claimed following its use are reduced waste, improved communication
between management and workers, the creation of a problem-solving environment,
increased job involvement, and improved morale.
Self-managed teams: These teams or groups, consisting of 10–15 employees,
are the fallout of the autonomous work groups, and they take on the responsibilities
of their former supervisors (Cohen et al. 1996). The activities of the self-managed
teams consist of planning and scheduling work, controlling the pace of work, taking
decisions, and solving problems. An important feature of the real self-managed team
is the selection of people to join the group and allowing members to evaluate each
other’s performance. However, the latter, according to Golzen (1993), could be a
contentious issue.
Virtual teams: In a virtual team, information among the members is shared through
the Internet, e-mail, and teleconferencing. The members may not have to meet each
other, but they relate and communicate with each other by means of technology.
Through these facilities, all members have access to the same information before
making a decision and can move in and out of teams according to the requirement.
Virtual teams are required when organizations are desirous of placing their best
talent across the country on temporary task forces or product development groups.

Check Your Progress

8. Define group.
9. How do effective teams evolve?
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4.5 PARTICIPATION

Participative management is a technique which provides an opportunity to the
people of an organization, wherein they can contribute their talents, skills and
knowledge towards the betterment of their organization.

Participative management is characterized by joint decision-making, or at
least a shared influence in decision-making by management and employees. It is a
practice in which there is a mutual influence among otherwise hierarchically unequal
individuals (Wagner, 1994). This is a system which encourages employees to
participate in the decision-making processes that have a direct correlation with their
work lives (Ali, Khaleque and Hossain, 1992). Participative management is used
to enhance work practices, productivity and overall performance of the organization
(Gilberg, 1988; Vroom, 1960).

Involving employees in the process of decision-making and management does
not mean delegating complete authority to them. Participative management is in
no-way similar to laissez-faire style of management. Unlike the laissez-faire
management style, the idea behind participative management is to allow as much
possible responsibility and accountability and a reasonable amount of authority to
the employees. The objectives behind participative management are clear and does
not mean turning over the organization to the employees. Therefore, along with
some amount of authority and say, participative management allots some
responsibility and accountability to employees over their work.

This method can be viewed as a simple tool that can positively reinforce
employees’ work performance and have a positive impact on the bottom line.
Participative management creates an open environment which can aid in enabling
employees to voice their opinions and make their needs known. It also enables
establishment of an improved two-way communication channel across all areas in
the organization. A proper system of participative management can empower
employees to resolve issues relevant to their concerns and have an established
position in their respective organization.

Broadly, the focus behind this practice of involving employees in managerial
processes lies on the following factors:

 Promoting the notion of industrial democracy by involving democratic
participation in decision-making processes

 Building up a harmonious employer-employee relationship by maximizing
collaboration among them

 Improving effectiveness within the organization by improving employee
morale and satisfaction levels

 Establishing cordial industrial relations
 A technique of tapping latent talents of the human resource
 Uplifting the status accorded to a worker in the organization
 Creating a structure of communication and consultation in which

employees can place their opinions and contribute to managerial decisions
 Ideologically, developing self-management
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It has been diversely interpreted and practiced as an arrangement of mutual
consultation in industry, as a pattern of worker-management collaboration, as an
acknowledgement to the principle of co-partnership and as instrument of industrial
democracy, etc. Consequently, various forms of participation have emerged, varying
from sheer informal and voluntary sharing of information by management with its
employees to formal measures of participation introduced by the management.

Let us take an example of a manufacturing plant which introduced the practice
of participative management in their organization and within a short span of time,
they recorded a remarkable effect on output. A senior member from the unit’s
management team reported that the situation at their organization had dramatically
improved. In one department, workers were able to increase the production from
2600 lbs per hour to 4100 lbs, as the condition continued to improve. In the course,
the amount of scrap and rejections had also shown a dramatic decrease. Ever since
the work had been redesigned, safety had noticeably improved and with people’s
participation and involvement, the speed and quality of production had improved
dramatically too.

By incorporating participative strategies at the company, employees had been
given a functional position in solving problems and making relevant decisions. The
practice of participative management gave the managers throughout the organization
a technique for dealing with specific concerns. The managers now knew how to
obtain the best solutions through practicing participation by a simple way of asking
employees what they think the solution should be. The senior member says, ‘I now
ask everyone to bring me solutions along with the problems’.

The notion that employees of an organization should be involved in the process
of management is not a recent concept. Its existence goes back to the times of
industrial revolution; however, its significance and importance has enlarged with
time. There are several factors that have led to these advancements. Contemporary
factors such as establishment of large-sale industries and enterprises, a quantitative
increase in the workforce, changing management patterns and philosophies, practice
of informal consultation in organizations, etc., has led to this increase in relevance
of the concept of participative management. Moreover, the growth of
professionalism, advent and acceptance of forms of industrial democracy,
development of precepts on social justice, transformation in the worker-
management relations have added new dimensions to the notion of participative
management.

4.5.1 Way of Participation
The methods and techniques used for encouraging employee participation in
management are extensive and diverse. To put participative management into
practice, several suitable agencies, forums and platforms are created. These
agencies, forums and platforms serve as a channel which enables effective
communication between employees and management; and through which joint
decisions can be arrived at. The main methods and techniques that have engrossed
recent attention are:

(i) Work Councils
(ii) Joint Management Councils
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(iii) Shop Councils
(iv) Workers’ representatives in the board of directors
(v) Suggestion Scheme
(vi) Grievance Procedure
(vii) Quality Circles
(viii) Total Quality Management
(ix) Employee Stock Options
(i) Work Councils

Work Councils, sometimes known as a Works Committee, are an
arrangement for representation of employees. It consists of an equal number
of representations from both employees and management. The council meets
frequently and hold discussions on the common problems faced by the
workers and management. Such discussions are, usually, followed by a join
decision which is binding on both employees and the management. Work
related concerns such as wage payment, bonus, training, discipline, etc., are
matters of discussion in such meetings. There may be one council or a
hierarchy of councils in an organization. In European countries like France
and England, such work councils are very popular. In India, the Industrial
Disputes Act, 1947 provides a statutory provision for establishment of WCs.
Matters like facilities for workers, safety measures, health benefits,
administration of welfare funds, employee provisions, educational and
recreational facilities, etc., are dealt with in these councils. However, such
councils have not enjoyed much success in India. A probable cause is that
leaders in the trade union fear for their status and power in the presence of
such bodies.

(ii) Joint Management Councils
Whitley Councils of UK led to the formation of a joint consultation scheme.
Appointed by the British government, the Whitley committee was formed
to recommend measures for enduring resolution of differences between the
employees and management. JMC (Joint Management Councils) are bodies
consisting of representatives from employees and employers who form a
joint committee. The main function of these committees is to discuss and
give suggestions on matters that are of mutual interest. The relevance of such
a council is limited as their decisions are not binding on anyone. These councils
are more consultative in nature. However, usually the decisions are
implemented as they are based on mutual consultation. The discussions in
JMCs are based on a wide range of topics concerned with labour welfare,
such as safety measures, solutions to grievances, training and development,
working conditions, number of working hours, etc. Examples of joint
management councils are employee welfare committee, safety committee,
etc. In India, the establishment of JMCs was recommended in the Second
Five-Year Plan. The main objective of such councils is to promote cordial
industrial relations by increasing association between employee and employer.
This form of participation has a positive impact on satisfaction of
psychological needs of employees.
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(iii) Shop Councils
A shop council consists of representatives from each department or a shop
in a unit. There are equal number of representatives of employers and
employees in each shop council. Management nominates employers’
representatives, who are from within the unit itself. The employee
representative is from among the employees of the department or shop of
the unit concerned. The number of members in each council and the number
of shop councils in the organization is determined by employers in consultation
with the recognized trade unions or employees of the organization. The
decision-making process in a shop council is ruled by consensus. The main
function of a shop council is to assist management in accomplishing monthly
or annual targets. They help management in improving the effectiveness and
efficiency of production. Issues based on safety concerns, employee welfare,
working conditions and health measures, are also addressed by these
councils. A shop council also assists management in maintaining discipline in
the shop or the department. In India, the scheme of shop councils was
announced by the Government of India in the year 1975. Shop councils are
an effective way to ensure proper flow of communication between the
management and employees on issues of daily concern.

(iv) Workers’ representatives on board of directors
In this method, one or two representatives are nominated from amongst the
employees and are given a seat on the board of directors. This is considered
to be the highest form of participative management in its literal sense.
Representation of workers in the board of directors gives rise to industrial
democracy; creates a positive relation between the employee and the
employer and safeguard workers’ interest. The representative can serve as
a control element and can voice matters of employees’ concern to the
management. However, the focus of worker representatives is different from
that of the other board members. The decisions of the board of directors
are taken on the basis of majority vote and this is where the true relevance
of this method is incomplete. Therefore, trade unions reject this idea.
According to them, this practice would cause a role-confusion and being a
member of management, the worker-director (as it is commonly called) would
not be able to handle his position as a trade unionist. A worker is in minority
amongst the board of directors and hence the weight attached to their views
and suggestions would be very little for the board. Furthermore, a worker-
director is not trained in any managerial functions, which can add to his
disadvantage. He will act like a mere voice of the union, which is less likely
to have an effect. He may feel inferior to other members on board and his
views are likely to be suppressed in the name of minority. This is the reason
why trade unionists want to have their own independent status so that they
can have a better say with the management. Even though this method literally
propagates industrial democracy, it is far less effective in generating
participative management.
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(v) Suggestion scheme
This is a scheme under which employees are encouraged to provide their
suggestions to management on administrative matters. These suggestions are
well examined and are even adopted, in case their relevance is established.
Employees who provide constructive suggestions are also rewarded by the
management. Typically, there are suggestion-boxes allocated to various
departments and employees can place their suggestions in these boxes. The
suggestions are collected over a period of time (usually a month) are then
analyzed by the management and suitable decisions are then arrived at.

(vi) Grievance procedure
Grievance procedure is another technique which gives an opportunity to
employees to take part in decisions on matters affecting their interests. Its
establishment is based on the purpose to determine and eliminate employee
grievances at an early stage.

(vii) Quality Circles
Quality Circles (QC) are relatively autonomous units, consisting of around
seven to ten employees who have a shared area of responsibilities. They
meet on a regular basis to identify, analyze, discuss and solve quality related
problems in their area. Some usual ways used in improving the quality of
production include reduction of scraps, defects, rework and downtime. All
this leads to cost reduction and an increased and efficient production. The
concept of QC originated in Japan in the early 1960s and has been spread
in many other countries. Based on voluntary participation, it is a unique
concept and works in the direction of quality improvement and self-
development. Usually, some basic training in problem-solving techniques is
given to the members of QCs. When implemented correctly, Quality Circles
can provide quick, concrete and impressive outcomes. It also provides higher
savings-to-cost ratios to the organization. These circles consume a lot of
time and demand great commitment from its members to conduct regular
meetings, brainstorming, discussion and analysis sessions, etc. The process
of QCs imparts a positive impact on workers’ morale and motivation level
and acts as a stimulant for teamwork.

(viii) Total Quality Management
Total Quality Management (TQM) is a comprehensive concept which
suggests that high quality standards should be maintained in management. It
aims at improving the overall performance in the organization. It covers all
the functions, activities and people who are involved in the functioning if the
organization. Employees are involved, not just in quality maintenance, but
also in improving the overall effectiveness of the functioning. TQM reflects
a deep commitment of an organization to quality. TQM is participative in
nature because it is a formal programme which involves each and every
employee of the organization, making them responsible for improving quality
every day.
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(ix) Employee stock option
Another form of participative management is wherein employees become
the shareholders of the company. Workers are allowed to purchase shares
of the company and thus become its co-owners. In this manner they get a
right to participate in the management and decision-making of the
organization. As shareholders, workers are also enabled to exercise their
voting rights and thereby electing representatives on the board of directors.
The main objective of stock option is not to direct control to employees,
but to provide better financial incentives. The basis of this form of participation
is that a worker who identifies financially with a company will assume his/
her responsibility towards it and work hard for its success. Impact of
Employee Stock option on participative management is limited because
ownership and management are two different concepts.
The methods and techniques of participative management discussed above

are the main alternatives and employers and employees can select any method(s)
based on its relevance in their organization. It is important to make the selected
method popular and also powerful, in order to make its practice effective. It is
important to generate a result-oriented participation in the organization. The method
used is just a means, whereas effective participation is the end desired outcome.

4.5.1 Methods of Participation
There are various groups of managerial decisions that have a direct impact on the
employees of an organization. These decisions are the social, personnel and the
economic decisions. However, there are other methods that are affected by the
participation of workers. The methods are as follows:

1. Participation at the board level
2. Participation through ownership
3. Participation through complete control
4. Participation through staff or works councils
5. Participation through joint councils and committees
6. Participation through collective bargaining
7. Participation through job enlargement and job enrichment
8. Participation through suggestion schemes
9. Participation through quality circles

10. Empowered teams
11. Total quality management
12. Financial participation

4.5.2 Importance
The importance of participative management is:
 The employees identify themselves with the work, which leads to improved

performance.
 The employees feel motivated since they are involved in management.
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 This leads to self-esteem, job satisfaction and cooperation of employees with
management.
 It reduces conflict and stress, which results in more commitment to goals

and better acceptance to change.
 It results in better communication as people mutually discuss work problems.

Following are the five ethical principles identified by participative management.
 Morality
 Recognition of human dignity
 Loss of self respect
 Physical and mental problems of employees
 Negative consequences of hierarchical organization of work

4.5.3 Requisites
To make participative management successful, the following conditions have to be
fulfilled:
 The participants namely management and operatives, should have clearly

defined and complementary objectives.
 There must be free flow of information and communication between the

management and the workers. This helps in removing distrust and suspicion
among workers and therefore they become more responsible and mature
while discussing their demands with the management.
 The workers representatives must be drawn from the workers themselves

since the problems and the difficulties of the workers are better understood
by the workers themselves.
 Strong and effective trade unionism is necessary for the success of

participative management. Polticism and multiplicity of trade unions defeat
the purpose of participation and management.
 Workers education and training make a significant contribution to the

purpose of participation management. The government and the trade unions
can play a major and meaningful role in organizing and conducting training
programmes.
 Neither party should feel that its position is threatened by participation.
 The success of participation management depends on a suitable participative

structure and attitude of both employee and employer.
 The financial cost of participation should not exceed the values, economic

and otherwise that come from it. Employees cannot spend all their time in
participation at the cost of the work.

4.5.4 Limitations
Participative management is generally regarded as one of the best approaches to
management. However, its implementation is subject to internal and external
limitations.
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Let us briefly study the limitations of participative management.
 Complex nature of organizations and technology: With the

advancement of Information Technology (IT), the nature of organizations
has become intriguing and difficult to handle. For instance, there are
proficient workers for each department and they cannot go beyond a
certain limit in participation.

 Right to participate: Every employee has to right either to participate
or not to participate the matters and policy implementation matters of
the management. For instance, if an organization has a labour union, it is
not mandatory that every employee is a member of that union.

 General bias: At times, managers might not delegate responsibility
apprehending the loss of their authority. It is also noted that resistance
to change is one of the biggest limitations of participative management.
Further there is bias from the top management who step back on their
promises when they fail to see participation deliver results in quick time.

 Trade unions:Trade unions play a vital role in participative management.
However, the functioning of trade unions can have a detrimental impact
as well on participative management. These days, trade unions are more
interested in politics rather than genuinely concerned about the interests
of the individuals joining trade unions. Workers join trade unions for
personal rather than organizational reasons.

All these factors put together act as limitations of participative management. In order
to derive benefits from participative management, it is necessary that the interest
of each and every individual is taken into consideration.
Practice
The International Institute of Labour Studies describes participative management
as ‘any process whereby workers have a share in the reaching of managerial
decisions in the enterprise’.

In participative management, the process of decision-making is shared with
those who are influenced by the decisions. Individuals or groups of individuals
concerned are involved in the process at varied extents. The whole idea behind
participative management rests on the premise that employees possess ideas that
can be useful for the organization; and that in a participative environment employees
are informed about the reasons and intentions behind decisions, thereby enabling
employees to work more efficiently. Participation of employees in managerial affairs
not only ensures good employer-employee relationship, but also endows employees
with an established status in the organization.

Empirical research indicates that a legitimate practice of participative
management helps maximizing the utilities of human resources through their
contribution and involvement, thereby leading to higher productivity and an
increased production. The practice also helps in improving employee attitude
towards his/her work and the workplace. Therefore, employee participation not
only helps in increasing employee morale and generating employee motivation but
can also ensure efficient tapping of human resource potentialities.
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It is a well-established fact that highly motivated employees are critical to an
organization’s success. When an employee is actively involved in decision-making
and his/her opinions are considered and valued in the process of organizational
functioning, it imparts a sense of recognition to them. Hence, participative
management can prove to be an effective instrument for boosting employee
motivation.

Fig. 4.10 Participative Management Chain

The degree of enjoyment a motivated employee derives from his work is
evident. A motivated employee attains higher satisfaction from his/her work. This
builds up for an overall positive attitude of the employee towards his/her work and
workplace. The end result of this process is a reduced turnover and an increase in
production.

Participative Management as Method and Practice
As a method, participative management is a process of involving employees in some
aspects and dimensions of decision-making in management. It encourages
employees to actively take part in broad areas of management, as endorsed by
the organization.

As a practice, participative management is an instrument of tapping human
potentialities by creating an open culture of involvement at various levels across
the organization. It ensures efficient utilization of human resources of an organization
and also promotes high levels of motivation and job satisfaction among employees.
Empirical researches have indicated that the practice of participative management
has an overall positive impact on organizational work performance.

Check Your Progress

8. What is the usage of quality circles?
9. What are the necessary conditions to be fulfilled in order to make

participative management successful?

4.6 EMPOWERMENT

Empowerment is the concept of giving people more responsibility for how they do
their own job. It is concerned with more involvement in decision making.
Empowerment is a process to increase efficiency and make greater use of each
individual’s contribution. It implies synergy—the whole can be greater than the sum
of the parts.
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4.6.1 Types of Empowerment
David E. Bowen and Edward E. Lawler III define three types of empowerment.
They are as follows:

(i) Suggestion involvement: It represents a small shift away from the control
model. Employees are encouraged to contribute ideas through formal
suggestion programmes or quality circles but their day-to-day work activities
do not really change. Also they are only empowered to recommend,
management typically retains the power to decide whether or not to implement
any ideas they generate.
Suggestion involvement can produce some empowerment without altering
the basic production line approach.

(ii) Job involvement: It represents a significant departure from the control model
because of its dramatic opening up of job content. Jobs are re-designed so
that employees use a variety of skills. Employees believe their tasks are
significant, they have considerable freedom in deciding how to do the work,
they get more feedback than employees in a command and control
organizations and they each handle a whole, identified piece of work.
However, despite the heightened level of empowerment that it brings, the
job involvement approach does not change higher level strategic decisions
concerning organizational structure, power and allocation of rewards. These
remain the responsibility of senior management.

(iii) High involvement: High involvement organizations give their lowest level
employees a sense of involvement not just in how they do their jobs or how
effectively their group performs, but in the total organization’s performance.
Virtually every aspect of the organization is different from that of a control-
oriented one. Information on all aspects of business performance is shared
horizontally across the organization as well as up and down the structure.
Employees develop extensive skills in team-work, problem-solving and
business operations and participate in work unit management decisions. High
involvement organizations often use profit-sharing and employee ownership.
The purpose of empowerment is to free someone from rigorous control by

instructions and orders and give them freedom to take responsibility for their own
ideas and actions, to release hidden resources which would otherwise remain
inaccessible. Empowerment can offer an approach to the organizations that will
enable them to succeed and treat themselves, their staff and their customers.
Empowerment offers a way of treating people with respect and honesty which is a
sign of a civilized society. It offers a modus operandi for organizations that want
to be successful in the climate of constant change in which we are living.

Empowerment should not be confused with delegation. Delegation is actioned
by the manager. Empowerment is actioned by the subordinate. Take a very simple
example. If you give your son money to buy a pair of jeans that is delegation. If
you give him a clothing allowance he can spend as he chooses, that is empowerment.

Though the term ‘empowerment’ in the management context has been coined
relatively recently, the roots in management theory date back several decades. The
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Hawthorne experiments—which showed that productivity improved when staff felt
that they were being paid attention to—dates back to the 1920s. However, it was
not until the 1960s that the idea of greater job involvement really came to the fore.
It was at this point that a number of management experts began to question the
role of people in the new highly automated workplace. This led to the concept of
job enrichment.

In Scandinavia during the 1970s, Einar Thorsud encouraged companies to
experiment with semi-autonomous work groups. In the 1970s, technical advances
in machine tools made it possible to promote concepts, such as group technology,
where production was focused on ‘cells’ where large tasks were undertaken by
multi-skilled operators. At the same time, a handful of radical European
entrepreneurs such as the German Hauni, gave employees the right to select their
own managers and eventually the ownership of their own enterprises.

Quality circles, imported from Japan, opened Western eyes to the potential
contribution, people at operator level can make, and the popularity of Total Quality
Management added to the impetus.

Empowerment, in all its forms, evolved slowly from all these ideas.

4.6.2 Importance of Empowerment
Empowerment has become important in recent years due to the following reasons:

(i) The increasing pace of change, turbulence of the environment, speed of
competitive response and the acceleration of customer demands require a
speed and flexibility of response which is incompatible with the old-style
command and control model of organizational functioning.

(ii) Organizations themselves are changing. The impact of downsizing, de-
layering and decentralizing means that the old methods of achieving co-
ordination and control are no longer appropriate. Achieving performance in
these new circumstances requires that staff take and exercise much greater
responsibility.

(iii) Organizations require more cross-functional working, more cooperation
between areas, more integration in their processes if they are to meet the
customers’ needs. Such co-operation can be achieved through
empowerment.

(iv) Excellent managerial talent is increasingly perceived as scarce and expensive.
Using it for direct supervision of efficient staff compounds these difficulties.
On the other hand, empowerment enables managerial talent to be focused
more on external changes and less on internal problem-solving.

(v) Empowerment may reveal sources of managerial talent, which were
previously unrecognized, and creating circumstances in which such talent can
flourish.

(vi) Staff is no longer prepared to accept the old command and control systems.
Much wider availability of education, greater emphasis on lifetime
development and the end of the previous certainties of job security and steady
advancement have contributed to a situation where jobs are valued for the
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development of opportunities that they offer, rather than in themselves.
Organizations which fail to meet these aspirations will not generate the
performance they require and will suffer a continuous drain of their best staff.

Empowered companies should therefore reflect the following characteristics:
(a) Everyone in the organizations is valued and encouraged to make a personal

contribution.
(b) Individuals are constantly aware, not only of what they are seeking to achieve,

but also why they are seeking to achieve it and how it fits with the wider
corporate goals.

(c) The culture is likely to be cooperative and purposeful rather than blame-
oriented.

(d) Individuals have a real willingness to take personal responsibility for their
own success, the success of the team in which they work and the organization
as a whole.
Other signs of an organization where empowerment is likely to flourish are

listed in the following Table.
Table 4.2 The Organization that Empowers

From To
 Fear Challenge and adventure
 Learning is a chore Learning is an adventure
 Dependence Mutual independence
 People take little initiative People solve their own

problems
People have the skills to
work without supervision.

 Scant training and development Continuous development
 Avoiding change Change welcomed
 Feedback is seen as criticism Feedback seen as essential
 Past experience has no relevance Pause, reflect and learn
 Training and development is the Training and development is

 responsibility of personnel everybody’s responsibility
 Lack of vision Strong, focused and shared

vision
 Problem avoiding Problem solving
 Closed communications Open communications

– sharing of information
– sharing of ideas
– sharing of skills

 Suspicion Trust
The means by which the empowering organization achieves performance

and development is leadership. When confident leaders can support confident
teams of empowered individuals, it always results in success.
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Empowering people is not a skill that one can learn in the classroom. It is a
strategy for the organizations and a personal conviction for the manager. The strategy
need to be spelled out clearly so that managers are aware of what is expected of
them.

A dominant trend since 1980s was the flattening of organizational hierarchies
and the associated reduction of mid-level managers. In some cases, by creation of
latter, leaner organization has been accompanied by decentralization, larger spans
of control for remaining managers and expanded role in decision making and
increased responsibility at lower levels of the organization has been achieved.

With the trend towards flatter organizational hierarchies, many responsibilities
have been shifted from managers to work groups in the form of employee
empowerment.

The community psychology, mental health and social work literatures of the
1970s and 80s pioneered the concept of empowerment. Empowerment refers to
the transformation of powerless individuals into those possessing self-control.
Empowerment comprises four components. They are:

1. Choice, sense of personal control or influence over one’s immediate
work situation

2. Competence, self-sufficiency or the feeling that one is capable of
successfully performing a particular task

3. Meaningfulness, perception that a particular task is of value to oneself
4. Impact, belief that one has an influence on organizational decisions

Choice appears to be central to the concept of empowerment and the
meaningfulness and impact components may more frequently appear as outcomes
of empowerment. Similarly, competence may be best labeled as an important
precursor to empowerment, rather than a dimension of empowerment. This is
because the individuals will not be in a position to accept the responsibility and
accountability for making decisions until they become confident of their abilities.
Although competence, meaningfulness and impact play an important role in the
empowerment process, the essence of empowerment is captured by the choice
dimension.

As shown in the Figure 4.11, empowerment can be conceptualized as the
amount of control exerted by the individual work group member’s over work-related
decisions relative to the control exerted by the formal manager of the group.

Fig. 4.11 Degree of Empowerment
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There are two types of empowerment, namely:
(i) Individual empowerment
(ii) Group-level empowerment

Individual-level empowerment refers to the degree of choice experienced by the
individuals in the work settings. Group-level empowerment may be defined as the
amount of choice felt by the group as a whole in the work setting.

As individuals and groups become more empowered, formal leaders maintain
less control over task decisions and responsibilities of the work group. It is,
however, possible for leaders to be empowered as well. Free from day-to-day
direct supervision duties, they may now become more involved in sub-activities
such as long-term planning etc. The role of leaders would change appreciably from
controlling the activity of employees to advising and facilitating employees.

Many organizations in the USA have implemented empowerment concepts
in at least portions of their workforce. In some cases, empowerment is implemented
as a critical part of a total quality management imperative. Despite the recency of
the empowerment and total quality phenomenon, the roots of empowerment can
be traced to Lewin’s pioneering work on participative management.

Before assuming high levels of personnel control, individuals must have
confidence in their ability to handle added responsibility accompanying increased
personnel control. Thus, a pre-requisite of empowerment is the individuals’ self-
efficacy or confidence in being able to perform well on particular tasks. If individuals
are not prepared to take on higher levels of responsibility and have a feeling that
they will fail if given such responsibility, efforts of empowerment will not succeed.
In fact, the transition from a traditional hierarchical, bureaucratically structured
organizational setting to a less centralized, flatter, empowered work setting typically
involves a large investment in human capital. Transferring a group of unskilled
employees who are accustomed to responding to orders from a supervisor and
making virtually no decisions on their own, to a group of empowered individuals
takes from 3 to 5 years. During this period, extensive training is needed to provide
individuals the copestones required of them in empowered work settings.

When individuals are provided with influence and control over decisions, they
should view their work as being of value to the organization. Individuals who (1)
know how their tasks fit into the larger scheme of things, (2) feel that the tasks they
complete are significant to the organisation and society and (3) use a wide variety
of skills and abilities on the job, will see their jobs meaningful. Meaningfulness will
exist only when workers contribute minutely to the total production. Self-
estrangement is felt by workers who feel that society does not value their jobs and
as a result, they do not experience a sense of personal self-fulfilment.

Another result of being granted personal control and influence is a sense of
impact. Impact is felt when individuals perceive that their behaviour has caused
important outcomes. If individuals are granted control and influence over trivial issues,
a sense of impact will not result. For control to be perceived by individuals as having
impact, it must involve issues that are viewed by the individual as being significant.
Individual perceptions of impact, in turn tend to increase levels of intrinsic motivation.
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Empowerment has been described as being based primarily on the degree
of choice, control or influence in making salient decisions. A substantial amount of
empirical research accumulating over the past sixty years has provided support
for the importance of choice and control. Participative decision making seeks to
increase involvement of subordinates, but only with respect to what the leader thinks
is appropriate. Years ago a question was asked, what would participation mean if
it originated at the bottom rather than being delegated or granted from above?
Empowerment provides the answer to the question asked some 15 years ago.
Individual who are fully empowered have a say concerning when a decision needs
to be made. They need not wait for a leader’s approval before making a decision.

Some claim that empowerment is just one passing fad in a series of
management fads over the years. Whether such assertion is true would be verified
in organizations that adopt empowerment in small pockets. However, when the
organizational culture and restructuring needed to support empowerment is
developed, empowerment can succeed.

4.6.3 Elements of Empowerment
The basic elements of empowerment are performance; ownership; teams and
leaders and culture and structure. All these four elements are discussed in detail
under this heading:
Performance: Higher does not necessarily mean wiser. What might help is
subsidiarity—doing things and taking decisions at the lowest possible level. If it is
carried out fully in normal organizations, subsidiarity would give them better
performance.
Ownership: Empowerment is about ownership. It is a way of involving people in
the operations of the organization so that they feel personal responsibility for their
actions or decisions for the organization which would result in a better performance.
Teams and leaders: The traditional conservative view of an organization is the
stockholder model—the organization exists to make a profit for the shareholders
and the staff is further down the line. The ‘stakeholder’ model is a different approach
which takes into consideration the external environment and the interactions with
it. Under this approach the employees achieve reward and recognition and both
staff and management have an input in decision making.

The empowering organization actually aims to tap people’s knowledge and
experience. Hence, it is a wise investment to develop people. This means it must
develop their teams too. Development for managers arises from many opportunities
like tackling new challenges, learning to co-operate with others. The development
of the organization, in turn comes from the development of the individuals, teams
and managers. The means by which the empowering organization achieves
performance and development is leadership. When confident leaders support
confident teams of empowered individuals, it results in success.

Successfully empowered organizations are based on teams that are working
well and cooperatively. Good performance comes from good team. Some of the
activities that need to be developed can include learning each other’s jobs. The
advantages of this is that it teaches the staff additional skills and provides the
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organization greater flexibility as employees can be moved around in times of crisis
to do other works. In Japanese companies where lifetime employment is
guaranteed, staff will be expected to do whatever the organization requires them
to do. By helping the staff develop more skills their ability to do their jobs and their
satisfaction levels can both be raised. Secondly, teams encourage staff to contribute
ideas on work methods. This process may be achieved through systems such as
quality circles or regular meetings. The team may be encouraged to arrive at the
best organized and distributed way of doing the work in order to achieve team
targets and organizational goals. The whole approach requires the managers to
lead their people and get the best out of them. Managers should lead in such a
way that encourages empowerment. One of the outcomes of empowerment for
individuals and teams will be that jobs will become more interesting as individual
will have more responsibility and the opportunity to influence events. This will lead
to increased motivation for the individual and improved morale for the team.
Culture and structure: The organization will need a culture that is open and
responsive to change. The Japanese word kaizen means continuous improvement.
Improvement is always possible. The implication of the new approach for the
structure of organization is that it will become flatter as management layers are
reduced due to the staff taking on more responsibility.

The empowering organization focuses its attention on giving people
opportunities to perform to their maximum effectiveness. The empowering
organization actually wants to tap people’s knowledge and experience. Therefore,
as wise investment, it must develop their teams also.

The opposite of empowering organization is the ‘hamstrung’ organization,
meaning thwarted, impeded people and inefficient organization. People want to
do good work. The empowering organization helps them, the hamstrung
organization hinders them.

The difference between empowered and hamstrung is an intertwined
combination of information and motivation. The better the information the employees
get the more motivated they can be and the better the information they give their
management, the more unified and motivated the organization can be.

Right Shape of Empowerment
The best shape for empowerment is—whatever allows and encourages people to
take responsibility. Generally the empowering organization though being flat is
broken into small semi-independent units tied to the centre by a small number of
control and support systems. Communication systems are horizontal rather than
vertical and common paths run so that the empowered terms are answerable to
their internal customers rather than to their boss.
Lorenz describes his vision of an empowering structure as follows:

1. Instead of series of levels which command and control levels immediately
below them, power and information on many issues must be delegated,
decentralized and diffused.

2. Individual effort within narrow departmental boundaries must be replaced
by cross-functional teams.
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3. Instead of information being withheld at each successive level in the hierarchy,
it must become shared through networking.

4. The new structure invariably means fewer managers, each with wider
responsibilities.
The right shape for empowerment must take into account the needs of

customers. A traditional organizational chart usually appears as a pyramid, with
executives at the top and customers at the bottom.

4.7 SUPERVISORY OR LEADERSHIP SKILLS
AND STYLES

One of the major works with respect to styles of leadership is based on the study
carried out in 1939 and 1940 by two American researchers, White and Lippitt
(1959) and is regarded as one of the classical experiments in social psychology.
They compared the two contrasting ways of behaving or styles of leadership: the
autocratic and democratic. These terms largely speak for themselves. The
autocratic leader decides and imposes his decisions on the group, expecting group
members to put them into effect without questioning the leader. The democratic
leader, on the contrary, instills confidence in the members of his group to share
the decision-making process and sees him or herself as a coordinator of the group’s
effort, rather than as the decision-maker. In a successive experiment a third
approach was also looked at which was expressed as a tolerant one. This third
category of leader plays a passive part in group dealings and usually interacts with
group members only on their proposal.

Autocratic or task-directed leaders instigate structure, give information,
decide what is to be done, issue regulations, assure rewards for proficiency and
threaten reprimand for non-compliance. Focused leaders use their authority to gain
conformity with what they have decided. Such directive and regulative leaders
depend on their knowledge of policies and regulations and their official ranks to
regulate the behaviour of their subordinates and their technical knowledge to solve
problems to gain their subordinates’ respect and compliance to their directives.
They are often more charismatic than consensual.

Democratic leaders solicit advice, opinions and information from their
followers and share decision-making with their followers. Democratic leaders use
their authority to lay down constraints wherein followers are encouraged to join in
taking decisions. Democratic leaders depend on their followers’ abilities, as well
as their own interpersonal skills and understanding of their followers’ needs, interests
and capabilities (Nelson, 1950). Liberal leaders give group members the complete
liberty to act; give them substance, abstain from participation except answering
questions when asked and refrain from estimative responses.

One disapproval of the early style of leadership, such as that of White and
Lippitt and Stogdill, was that they identified leadership in terms of extremes, i.e.,
either autocratic and democratic style or task-oriented and relationship-oriented
style; whereas in reality the manners of most of the leaders in business lies
somewhere between the two extremes. Tannenbaum and Schmidt (1958) have
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given a Continuum Model which proposes that leadership behaviour fluctuates
within a range and as one goes away from autocratic extreme the amount of
subordinate involvement and participation in decision-making increases. Using this
model, four styles of leadership can be located at points on the continuum.

(i) Autocratic: The leader makes a decision and announces it and the
subordinates have to comply with it. In case of non-compliance, the
consequences can be severe for the subordinates.

(ii) Persuasive: This leader also makes a decision without consultation
and tries to persuade people to accept it. A lot of selling of the decision
is done to avoid any possible resistance. A lot of enthusiasm is created
for the goal or set of goals evolved by the leader with the investment
of lot of energy.

(iii) Consultative: The leader consults the group members before taking
any decision and considers their feelings and viewpoints. He has some
trust and confidence in the followers and believes that their contribution
to the decision-making process can improve the quality of the decision.
The ultimate responsibility for the decision lies on the leader but
participation by the subordinates is much greater.

(iv) Democratic: The leader presents the problem to the subordinates and
invites them for discussion. He then takes up the role of the facilitator
and supervises the process of decision-making. The groups is
encouraged to take a decision through the process of groups
discussions; instead of it being forced on the group by the leader.

The efficiency of each method would be determined by the circumstances in
which it is put into practice. The fact that various styles apply to different scenarios
would imply that a wise leader changes his style according to the type of the situation
faced by the group. The research findings in the field indicate that individual leaders
tend to employ one style more consistently than the other, which helps to identify
them characteristically with that particular style.

4.7.1 Leadership Skills
A skill is an acquired talent that a person develops related to a specific taste. Skill
changes with training and experience and from one task to another. Leaders cannot
be trained to develop an ability or aptitude, but they can be trained for a new
leadership skill. Different leadership skills for which a leader can be trained can be
identified as follows:

(i) Administrative skills: A good leader has the skill to organize work more
effectively and to make high-quality decisions. The top management in any
organization is concerned with broad policies, objectives and plans.
Administrative skills provide them with the ability to handle those situations
effectively in such organizations.

(ii) Communication skills: One of the very important components of the
process of leading is the skill to communicate effectively. Leaders possessing
good communication skills are able to reach out to their subordinates with
great ease. With this skill to communicate they can also persuade and
influence their subordinates effectively. An effective leader, in addition to being
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able to communicate should also be able to give and receive feedback. This
helps him to build up a good rapport with his subordinates and gives him a
chance to understand them well.

(iii) Interpersonal skills: They are also called social skills and include facts
about human behaviour and group processes, aptitude to understand the
feelings, outlook and intention of others and ability to communicate with clarity
and persuasiveness. Interpersonal skills such as empathy, social insight, allure,
dexterity, diplomacy and persuasiveness are essential to sustain good liaisons
in organizations. They are also important for influencing people. They should
show concern and worth for human feelings. The leader with high
interpersonal skills is generally readily acceptable to the subordinates and
they support him in achieving the task objectives.

(iv) Conceptual skills: Conceptual or cognitive skills include inductive and
deductive reasoning, analytical ability and logical thinking. They are essential
for planning, organizing and solving problems. A leader has to be aware and
receptive to internal and external activities of the organization to be able to
understand their impact on the organization. Leaders are able to evolve a
mental model through their conceptual skills of the way organizations should
operate in complex situations.

Trainable leadership skills
A paradox in contemporary organizations is the ushering in of newer and better
technologies and management systems to replace human contribution, yet our
dependence on human participation to achieve excellence has never diminished.
Meeting the required demands for better output, improvement, excellence and
service depends on the skills of the people of the organization and especially the
leader, to deliver the goods. Powerful leaders require strong skills.

When organizations aim at developing the leadership skills of their employees,
they send a powerful message. They say, ‘We believe in you. You have much to
contribute to improve the organization. We want to employ your hands, your hearts
and your heads’. While developing the employees in leadership skills, five basic
principles need to be reinforced continuously and these apply to employees,
supervisors, managers, and executives alike. The basic principles considered while
developing the employees are as follows:
 Focus on the situation (or behaviour or issues) and not the person:

When others feel that they are criticized personally, they react defensively
and emotionally. To avoid such reactions, focus on the effects of the situation,
not the person. In the context of interpersonal skills, it has been found that
the focus should move away from individuals and the personalities involved
and be directed to the subject matter in hand.
 Maintain the self-confidence and the self-esteem of others: People

need to feel valued and respected as individuals. When people are treated
as if they do not matter, have little to contribute or are in the way, they lose
interest in doing their jobs. They stop trying and performance suffers. Actions
that praise, reward or enhance the self-confidence of individuals create
empowered employees.
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 Maintain a constructive relationship: This principle simply relates to the
obvious; treat your relationships like any other investments. Strive to create
trust, for trust can make any relationship work better and smoother.
 Take initiatives to make things better: This principle holds that by taking

responsibility for their output and that of their organizations, each individual
contributor should strive to be proactive rather than reactive.
 Lead by example: Just as every member of an organization has a customer,

so does every leader have a follower, or potentially, yet another leader.
Actions are contagious; they should be worth catching! People will
instinctively tailor their own behaviour, own values and their own attitude to
those around them.

4.7.2 Core Skills of Leadership
There is a core set of leadership skills which form the base for transferring a good
employee into a contributing leader. Such skills are the first steps in building strong
supervisors, managers, executives and leaders. These skills are:

(i) Listening to understand carefully: Many of us spend our time talking
rather than listening. Communication is a two-way process. Good listeners
receive more information, earn the respect of their co-workers and save time
in the process.

(ii) Listening is a skill: This can be practised. One needs to show interest in
what the other person is saying. Questions should be asked to clarify what
is being heard. If it is being understood, the other person should be informed
that he is being understood by repeating what was said as accurately as
possible, using one’s own words, wherever possible.

(iii) Giving feedback to others: It is difficult to succeed without knowing what
is to be done well and what needs to be improved. Giving effective feedback
is not easy. Most people avoid offering praise or criticism because they are
scared that their remark misunderstood and the recipient may feel offended.

(iv) Good feedback: This starts when the purpose of a discussion is clearly
stated. Suggestions should be offered wherever required. The discussion
should be summarized and willingness should be demonstrated to help the
other person take proper action based on feedback.

(v) Taking on a new assignment: It is not uncommon to have mixed feelings
about taking on a new assignment. With practice, however, new
responsibilities can be incorporated into the work environment almost
seamlessly, increasing not only the efficiency and output of the individual,
but also his pride and self-respect.

(vi) Requesting help: Asking for help is mostly viewed as a sign of
incompetence, or even weaknesses. Avoiding request for help usually
worsens the situation. Leaders have to understand that it is normal to ask
for help when needed.

(vii) Getting your point across: Presenting an idea that one wants someone to
listen to, deserves an investment of time and thought. The basic goal here is



Motivation and
Empowerment

NOTES

Self - Learning
Material 219

to understand and there are specific skills and techniques that can be used
for it. Attention should be captured as quickly as possible. A sharp opening
statement usually does the job. One should get to the point quickly and state
it. In case complex information is present, it needs to be summarized. Finally,
organized information is presented with facts to support the data.

(viii) Participating in meetings: Meetings can be a joy or a punishment. When
used in the right manner, they present an excellent opportunity for everyone
on a given job or affected by a specific decision to get together and share
ideas, viewpoints or problems. Every participant deserves to get something
out of a meeting and if the meeting is correctly handled, positive results will
surely follow. The leader of the meeting ought to state the topic and purpose
of the meetings upfront and keep attention focused and to the point. If
someone takes a different course, he should gently be guided back to the
matters at hand.

(ix) Keeping your boss informed: One should be conscious of the ongoing
need to offer any information that may be useful to one’s boss. In general,
whenever something starts to drift away from the plan, the boss should be
made aware of it. The importance of the information must be clear.
Understanding reasons can help the boss to decide what actions need to be
taken.

(x) Resolving issues with others: There are ways to handle difficult situations,
which are:

(a) Avoid or ignore
(b) Accommodate
(c) Confront
(d) Collaborate or problem-solve
(e) Compromise

To take the problem-solving approach, concerns should be expressed
promptly. The situation should be described clearly and calmly and then the
other person should be asked for views. If these steps are taken, everyone
can review the facts together and generate alternative solutions. Finally, the
parties need to agree on what exactly each person will do to resolve the
problem.

(xi) Responding positively to negative situations: Even in the best work
environment, people are confronted with situations that are negative,
unavoidable and beyond their control. These situations test one’s abilities to
stay cool and maintain control. Panicky and impulsive reactions often lead
to bigger problems that are tough to undo. These, in turn, can become
inhibitors to performance.

(xii) Working ‘smarter’: It is important to set priorities, take initiatives and get
things done, rather that simply waiting for someone else to do it. Some ways
to work ‘smarter’ include:

(a) Identifying tasks and results that are most important to oneself and one’s
team and prioritizing situations and events

(b) Looking always for better ways to do
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(c) Contributing ideas and suggestions as the work progresses
(d) Taking initiative when the opportunity presents itself

(xiii) Dealing with change: Changes are part of the process of getting better. A
change should not be fought against; instead, skills should be acquired to go
with the flow and improve with it. The following techniques may help in
particular to:

(a) Find exactly what changes are planned
(a) Make efforts to understand why the change will occur
(c) Find out how the change will affect oneself
(d) Pitch in to help solve problems associated with change

By following these guidelines, a leader will be able to make the change
challenging and rewarding.

(xiv) Being a team leader: A skilled and well coordinated team always wins in
organizational life. But being a team player does not mean that one does not
have to be competitive at the same time. A sense of competition even within
the team helps the entire team stay sharp and alert. Competition between
equally skilled people keeps performance at its peak. These are some of
the leadership skills for which training can be given to individual employees
in organizations so that they are able to develop these capacities and effective
leaders in the future.

4.7.3 Participative Leadership
The participative style is often concerned largely in terms of a system of values
governing behaviour with a commitment to full and free communication. It also
connects with a reliance on consensus rather than on the more customary forms of
coercion or compromise to tackle and manage conflict and an atmosphere that
permits and encourages emotional expression as well as healthy attitude to work
(Bennis, 1966).

It is also stated that, as an individual moves from the infant end of a personality
continuum (basically dependent and submissive, with few and shallow abilities and
a short time perspective) to the adult end (endowed with relative independence,
autonomy, self-control, many abilities and a long time perspective). Then conditions
are created to permit self regulation, self evaluation, self adjustment and participation
in setting of goals. By doing so, it is alleged that an improvement in productivity
and attitude is brought about (Argyris, 1973).

The human resource model assumes that there exists in organizations
reservoirs of untapped resources and that these resources include not only physical
skills but also creative ability and the capacity for responsible, self directed and
self-controlled behaviour. It also communicates that through effective delegation
and involvement in decisions, there can be improvement in the company. It is felt
that providing the opportunity for the exercise of self direction and self-control should
come about in progressive steps, in line with growth, ability and experience of the
individual (Miles, 1965).

Gastil (1994) proposes that a participating leader should ensure that everyone
participates in setting objectives and deciding activities. He should give people
responsibility, set demanding but realistic objectives with explanations without
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overpowering people and finally, should not suggest solutions to group-based
problems, but be vigilant and active in identifying and solving them.

Leadership and trust
An important measure of leadership is inspiring trust and loyalty in team members.
This can be done in following ways:
 Fairness at work
 Care and concern
 Trust in employees
 Feelings of accomplishment
 Daily job satisfaction

It is up to the leaders to ensure that all these factors are met. What many
leaders do not often understand is that trust is earned, not enforced.
The following are some methods of building up a trustworthy relationship.
Stick to your words: Leaders can set a bad example by promising something and
then forgetting it. This does not inspire trust and loyalty. A good way to ensure this
does not happen is to document what is being said. If for some reason you foresee
not being able to complete the task, inform other team members immediately, and
give them reasons for the delay and a new deadline.
Support your team members: A good leader knows how to share glory with his
team, instead of taking all the credit himself.
Accept responsibilities for the team’s failures: Leaders who take the blame for
failure of a project, rather than point fingers at others, earn the trust and respect of
everyone.

Value-based Leadership
‘The only thing that works is management by values. Find people who are competent
and really bright, but more importantly, people who care exactly about the same
thing you care about.’

Steve Jobs, [ex-CEO, Apple]
Business leaders should remember, in today’s changing world, that values

endure and are absolute, unchanging and non-negotiable. Values can be a
touchstone defining our actions and decisions.

For a leader, it is vital to recognize and articulate corporate values. Today’s
firms are increasingly becoming cross-cultural and encourage autonomy and
empowerment. The leader plays the important role of aligning an employer’s values
with that of the organization. This can be achieved in certain ways as discussed
below.
Loyalty and respect: The fusion of personal values with a company’s expressed
work ethics may result in the development of greater employee loyalty and respect
for the organization.
Fair dealing: Prospective employees also have a tendency of carrying out some
prior fact checking on whether the organization is fair in its dealings and if it
appreciates employees and their contribution.
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Building trust: The leader must operate in a manner that infuses trust among both
employees and other business acquaintances, especially in the areas of management
and labour concerns, shareholder and public expectations, desired product and
environmental preservation and corporate practices and government scrutiny.
Basing decisions on values: In an ever changing corporate world, one often has
to take decisions in situations that have not been experienced before. A good leader
takes such decisions based on corporate values, and not just intuition and belief.
Corporate values also provide a more flexible model of decision-making.
Team member commitment: When a leader and his team members unite around
a shared set of values, they become more flexible, less hierarchical, less bureaucratic,
and they develop an enhanced capacity for collective action.
Stimulate vision and inspire others: A leader’s job is to create this vision and
make it a reality.

Charismatic Leadership
House, Spangler and Woycke (1991) in a study on US presidents found that
charismatic leadership emerges under conditions of crises. The need for a transition
or change triggers the emergence of a charismatic leader (Conger and Kanungo,
1987). They hypothesized that though crises is not a necessary precondition for
the emergence of a charismatic leader, it facilitates such emergence as environmental
uncertainty leads to psychological distress in the followers. Crises/Environmental
uncertainty are stressful to followers as they do not understand the direction of
change, its potential impact and the success of a particular response. Therefore,
the assuredness, confidence and vision of a charismatic leader is a source of
psychological comfort for the followers, reducing their stress and motivating them
towards the accomplishment of new visions and goals (Waldman, Ramirez, House,
1997). The researchers studied 48 fortune 500 firms’ and the result of their study
showed that charisma is a key predictor of performance in times of crises /
uncertainty and that charismatic leadership performed well in conditions of perceived
environmental volatility. In times of environmental uncertainty, the idealized vision
articulated by the leader provides a challenge and motivating force for change to
the followers as it represents a perspective shared by all the followers and promises
to meet their hopes and aspirations (Conger and Kanungo, 1987).

Charisma is born out of crisis and nurtured with a vision, mission and structure.
It is processed by the leader who acts as an effective change agent and leads the
organization to respond to the crisis. It was, however, suggested that charisma alone
is not enough to sustain a larger system change. Charismatic leadership coupled
with instrumental leadership (which focuses on the management of teams, structures
and managerial processes to motivate employees to behave in a manner consistent
with the requirement of change) is needed to lead and sustain the change.
Transformational leaders, with charisma as one of the most important characteristics,
fit this role of a change agent. This is because they are the ones who take
responsibility for revitalizing an organization. They define the need for change, create
new visions, mobilize commitment to those visions and ultimately transform an
organization.
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This era of quick changes calls for a new style of leadership to facilitate
organizations to change themselves, to cope with the environment (Tichy and Ulrich,
1984). Charismatic leaders should be talented to assist associates of the
organization to generate a vision which is long-term, encourage and inspire them
to build dedication to actualize that vision, to create resource to execute the vision
and institutionalize the change. Magnetic leaders are called so because they are
capable of creating something new out of something that already exists. Therefore,
the demands of the varying surroundings put across a composite array of challenges
and necessitate a shift in focus and importance for organizational leaders (Dess
and Picken, 2000). There are five key zones that need to be set as priority for a
charismatic leader to function. These are:

(i) Use of a calculated vision which encourages and creates an enthusiasm in
members of the establishment that is aimed towards a specific purpose so
that establishments can learn to get used to a compound, interrelated and
rapidly changing environment.

(ii) Empower employees of the establishment so that they are confident and
accomplish their goals as they help the organization to move towards its
targets.

(iii) Collect and share information within the organization so that employees can
improve their performance.

(iv) Gather and put together outside knowledge which would help the organization
in combating global challenges.

(v) Challenge the prevalent status quo and support advancement and creativity
in the organization.

Charismatic leadership has been disapproved of for many reasons. A few of the
criticisms are:
 The reason for charisma may be related to emotions which is broadly irrational

and hence not dependable.
 There is a problem of succession and institutionalization of charismatic leader.
 There may be concerns pertaining to the ethical conduct of charismatic

leaders (Howell and Avolio, 1992).
 There may be a negative side of charismatic leadership. They may be egoistic,

dictatorial, oppressive and self-aggrandizing. Magnetic leaders who misuse
power and manoeuvre subordinates as tools for personal gain (Conger and
Kanungo, 1998).
 Enigmatic leaders may use a personal approach, i.e., they may be primarily

concerned with their own interest and dreams. This may envisage a leader’s
self-interest or a feeling of pomposity, irrespective of longlasting organizational
effectiveness (Yukl, 1998).
 They may be the reason for dependence of subordinates thereby resulting

in surrender and conformance on their part (Shamir, 1991).
 Value similarity created by the leader may cause the followers to forcibly

follow his behaviour which causes the danger that only ‘performance
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consistent with the vision will be rewarded’ (Rafferty and Griffin, 2004) and
emphasizes conformity rather than creativity, individuality, or innovation.

Coaching Leadership
Workers today need to feel appreciated or they will not produce what they are
capable of producing. The competition comes from countries that not only pay higher
wages, but sometimes boast of a working population that shares lofty goals and
mutual dreams with the management. The challenge in the workforce of today is
that leaders can no longer command participation from their people, they must earn
it.

The leader has to act like a coach by focusing, mending and improving the
performance of his subordinates. Coaching leaders would do well to remember
something that all elementary teachers know; unless they are careful, they will spend
most of their time managing the people who contribute the least, i.e., the highest
and the lowest achievers. Those in the middle are the ones whose efforts continuously
support the organization in its daily challenges. They often go ignored, unappreciated
and unrewarded. Another area where coaching leadership can enhance effectiveness
is through performance appraisals. When leaders at all levels improve their coaching
and leadership skills, performance improves dramatically. There are no substitutes
for day-to-day skills of establishing performance expectations, recognizing positive
results, establishing (and following up) action plans and giving frequent, constructive
feedback.

When the leader-subordinate relations are based on mutual respect and trust,
the coaching leadership promotes effective performance. But if the relationship is
strained, not well established or is not on solid ground for one reason or other, the
coaching style does not seem to bring any definite results.
To be a good coach one should:
 Share expectations with people.
 Allow solutions to develop from shared problem-solving sessions.
 Reinforce positive results. Through development of skills, organizations can

create an environment in which people get sold on success, addicted to
achievement and exuberant about excellence.

Cultural Leadership: Impetus for Innovation and Change
The best way to improve performance is to clarify the organization’s vision and
values, the roots from which its environment, behaviour and pattern of performance,
i.e., the culture, springs. This brings to light another type of leadership, the cultural
one, which deserves special attention because it forms the base for other skill sets.
Without strong cultural leadership skills throughout the organization, attempts at
leadership development are doomed to fail.

All organizations, departments, or divisions have a culture whether or not it
is the one they want. Some are strong because they have strong visions, skills and
values in place. For a leader to be an architect of culture, a long-term view is needed.
Culture takes time to evolve. A leader has to decide whether he is running a business
or he is running an organization. Leaders trying to shape their units or the
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organization’s culture need to initiate certain activities so that it can bring about a
high and performance-oriented culture.
Such activities are as follows:
 Fostering individual commitment: Commitment comes from a sense of

ownership and involvement. There are different ways by which a leader can
instill commitment in his employees. He has to find ways to delegate autonomy
and share as much information as possible, which sends a signal to employees
that they are trusted. Commitment is also reinforced by training people so
that they excel at their work and also by recognizing and rewarding
commitment. A ‘culture of pride’ and motivation to perform is heightened
by appreciation, recognition and celebration.
 Instilling unique values: The core values of the organization which are

the results of extensive research, experiences and rewards remain true and
unchanging from the foundation of shifting strategies and plans. The role of
the cultural leaders becomes very important in instilling these values among
the employees so that everyone works with the same motivation for common
goals. Those core values come to life only through the collective actions of
managers.
 Existing for the customers: Recent experiences and researches have

shown that organizations that remain viable and innovative are the ones that
are close to customers. It means organizations must become truly focused
on and driven by the customer in all aspects. Improved quality comes from
a mindset that finds ways to do it right the first time. A significant result is
high quality and productivity. A cultural leader lets customers set the standards
for service and quality for his organizations.
 Taking innovative actions: All earlier efforts require an innovative spirit

from the part of the leader. All innovations come through experimentation,
pilots and trials. The future growth and development of an organization
depends on the success of its innovation. Cultural leader infuses a spirit of
experimentation among his employees which become the basis for innovation.
 Becoming a cultural leader:Culture is often a direct reflection of the person

at the head of the organization. The more powerful the person, the more
distinctive the culture is. More than anyone else, cultural leaders must convert
their words to action. Not only must they espouse vision, they must reflect
the vision and values by personal examples. Making appropriate responses
during a crisis is the acid test of leadership.
A cultural leader needs to be tough in his approach. Tough to a leader means

dealing with problems in a way that brings about desired results without trampling
over self-esteems. It also means never losing touch with the shared value system
of the concerned organization. It means holding people acceptable for what they
agreed to do.

Effective cultural leaders encourage challenge. For them, it is a sign of life
and energy. A skilled cultural leader recognizes a difference between challenges
and those that are disruptive or unduly negative. The cultural leader understands
that when people are afraid, they will often freeze, resist change and fight progress.
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But when people see value in their contribution, they have fun, feel like winners
and develop an attitude that great things are possible. The pathway to high
performance is easily travelled.

Principle-centred Leadership
The right values in one’s life are always pointing the right way. If one does not know
how to interpret them, he will go off track, puzzled and fooled by contradictory
voices and principles. Ideologies surface in the form of values, beliefs, norms and
knowledge that encourages, allows, accomplishes, authorizes and inspires people.
Principle-centered leadership assumes that persons are effective and organizations
more empowered when they are steered and influenced by those proven principles.

A common reactive prototype is to live life in compartments based on value,
where one’s behaviour is largely the product of expectations built in to certain roles
like spouse, parent, child, business executive, leader of a community and so on.
Because each role has a varied set of expectations, there is a constant conflict
among them, as they try to match up to everybody’s expectations with a negative
outcome. But when personal values get aligned with correct principles, one gets
liberated from old perceptions and paradigms. In case of any discrepancy,
adjustments can be quickly made. This belief in unchanging principles brings comfort
and power to the concerned lives.

Check Your Progress

10. What is the difference between delegation and empowerment?
11. Name the two types of empowerment.

4.8 ANSWERS TO ‘CHECK YOUR PROGRESS’

1. Motivations can be studied through several broad approaches. There are
“Content theories” which focus on the internal needs that motivate people.
The “Process theories” of motivation focus on how people choose certain
behaviours to satisfy their needs and how they judge their satisfaction. The
“Reinforcement theory” focuses on the relationship between behaviour andits
consequences.

2. Employee stock ownership plans (ESOPs) encourage employees to buy
shares in the company, usually at a discounted price or with a zero-interest
loan from the company.

3. The process of job design has been defined as, “...specification of the
contents, methods, and relationships of jobs in order to satisfy technological
and organizational requirements as well as the social and personal
requirements of the job holder.”

4. Job enrichment is beneficial because it increases the variety of work content
and raises level of knowledge, provides more autonomy and responsibility
and expands opportunities for personal growth.

5. The process of job enrichment involves enriching, planning, organizing,
executing and evaluating jobs.
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6. A group can be defined as a collection of two or more people who meet
regularly and influence one another over a period of time, perceive themselves
as a distinct entity distinguishable from others, share common values, and
strive for common objectives

7. Effective teams evolve from effective group functioning in organizations,
and it requires trust and support of individual members.

8. Quality Circles (QC) are relatively autonomous units, consisting of around
seven to ten employees who have a shared area of responsibilities. They
meet on a regular basis to identify, analyze, discuss and solve quality related
problems in their area.

9. The necessary conditions to be fulfilled in order to make participative
management successful are the following:
 The participants namely management and operatives, should have clearly

defined and complementary objectives.
 There must be free flow of information and communication between the

management and the workers.
 The workers representatives must be drawn from the workers themselves
 Strong and effective trade unionism is necessary for the success of

participative management.
10. Empowerment should not be confused with delegation. Delegation is

actioned by the manager. Empowerment is actioned by the subordinate.
11. The two types of empowerment are the following:

i. Individual empowerment
ii. Group-level empowerment

4.9 SUMMARY

 One of the most frequently used terms among managers is “motivation”.
The level -of performance is often tied with the level of motivation.
Accordingly, work effective managers are concerned about motivation
because the work motives of employees affect their productivity and quality
of their work.
 One of the prime functions of management is to design and improve the

work system with the right activities and the right resources at the right
times. To achieve the best performance from motivated employees,
management must provide a stable and consistent system that allows them
to perform at a high level.
 Motivation alone cannot result in performance. There must be ability on the

part of the worker, and the work structure must be conducive to motivation.
The work structure can be considered to be comprised of systems where
systems are collections of processes and resources and processes are defined
as grouped activities that take an input, add value to it and provide an
output.
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 Motivations can be studied through several broad approaches. There are
“Content theories” which focus on the internal needs that motivate people.
The “Process theories” of motivation focus on how people choose certain
behaviours to satisfy their needs and how they judge their satisfaction. The
“Reinforcement theory” focuses on the relationship between behaviour andits
consequences.
 The most popular of the content theories of motivation for the workplace

are: Maslpw’s Hierarchy of Needs theory, Herzberg’s Two-Factor theory,
Alderfer’s ERG theory, and McClelland’s Socially Acquired Need theory.
 Maslow’s model is a general model in which all needs interact with each

other to some degree.
 While “need theories” of motivation concentrate upon “what” motivates

people, the “process theories” concentrate upon “how” motivation occurs.
These theories identify the variables that go into motivation and their
relationship with each other. Some of the prominent process theories are:
Vroom’s Expectancy Model, Equity Theory and Goal-Setting Theory.
 The reinforcement theory of motivation shifts the emphasis from employee’s

underlying needs and thinking processes and focuses on the relationship
between behaviour and consequences.
 Rewards play an important role in the process of motivating employees in

an organization. Rewards fulfil a variety of needs, influence emotion, and
shape or represent a person’s self-identity. In order to motivate employees
successfully, managers need to be knowledgeable about the types of rewards
that can be provided to employees.
 Job design works by balancing the organization’s goal(s) with the employees’

wants and needs, thereby designing a job that creates job satisfaction, which
should increase production (i.e., companies’ goal) and satisfy the employee.
 The process of job enrichment includes combining tasks, creating natural

work units, establishing relationships, expanding jobs vertically and opening
feedback channels.
 The job enrichment process includes the establishment of relationship

between the employees and management, the employees and an outside
organization, employees and social institutions.
 A group can be defined as a collection of two or more people who meet

regularly and influence one another over a period of time, perceive themselves
as a distinct entity distinguishable from others, share common values, and
strive for common objectives (Shaw 1981). When members of a group
subscribe to common values, beliefs, and objectives and when there is a
high level of agreement between them on these matters and how best to
achieve the objectives of the group, a state of cohesiveness is said to exist.
 In most organizations, several different types of groups are present. The

major classification is in the form of formal groups and informal groups.
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 The effectiveness of any organization depends upon effective teamwork.
Effective teams evolve from effective group functioning in organizations,
and it requires trust and support of individual members.
 Participative management is a technique which provides an opportunity to

the people of an organization, wherein they can contribute their talents,
skills and knowledge towards the betterment of their organization.
 Empowerment is the concept of giving people more responsibility for how

they do their own job. It is concerned with more involvement in decision
making.
 The autocratic leader decides and imposes his decisions on the group,

expecting group members to put them into effect without questioning the
leader. The democratic leader, on the contrary, instills confidence in the
members of his group to share the decision-making process and sees him
or herself as a coordinator of the group’s effort, rather than as the decision-
maker.
 A skill is an acquired talent that a person develops related to a specific

taste. Skill changes with training and experience and from one task to another.
Leaders cannot be trained to develop an ability or aptitude, but they can be
trained for a new leadership skill.
 For a leader, it is vital to recognize and articulate corporate values. Today’s

firms are increasingly becoming cross-cultural and encourage autonomy
and empowerment. The leader plays the important role of aligning an
employer’s values with that of the organization.
 Charismatic leaders should be talented to assist associates of the organization

to generate a vision which is long-term, encourage and inspire them to build
dedication to actualize that vision, to create resource to execute the vision
and institutionalize the change.
 Effective cultural leaders encourage challenge. For them, it is a sign of life

and energy. A skilled cultural leader recognizes a difference between
challenges and those that are disruptive or unduly negative. The cultural
leader understands that when people are afraid, they will often freeze, resist
change and fight progress.

4.10 KEY TERMS

 Motivation: Motivation is what explains why people or animals initiate,
continue or terminate a certain behavior at a particular time.
 Job design: It is a systematic approach to creating jobs that are both

motivating for employees and add value to the organization.
 Participative Management: It is a technique which provides an opportunity

to the people of an organization, wherein they can contribute their talents,
skills and knowledge towards the betterment of their organization.
 Empowerment: It is the concept of giving people more responsibility for

how they do their own job.
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4.11 SELF-ASSESSMENT QUESTIONS AND
EXERCISES

Short-Answer Questions
1. What are three basic characteristics motivation?
2. Write a short note on Maslow’s Hierarchy of Needs theory.
3. What is Herzberg’s Two-Factor Theory?
4. What are the two approaches to job design?
5. What are the benefits of job enrichment?
6. Mention the types of groups.
7. State the four styles of leadership.

Long-Answer Questions
1. Explain the process theories of work motivation.
2. Describe the functions of a group.
3. Discuss the types of teams.
4. Elaborate the different leadership skills for which a leader can be trained.
5. Examine the basic principles considered while developing the employees.
6. Write in detail about different styles of leadership.
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5.0 INTRODUCTION

Industrial relations is used to denote the relationship between management and the
workers. Industrial relations as a term traditionally covers features of industrial life
such as trade unionism, collective bargaining, workers’ participation in management,
grievance handling and industrial disputes. A trade union is an organization of workers
that is formed to achieve common goals such as better working conditions. The
trade union bargains with the employer on behalf of union members. In this unit,
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you will learn about trade unions; employer–employee relations; employee
grievances and discipline and the causes of industrial disputes along with their
resolutions.

5.1 OBJECTIVES

After going through this unit, you will be able to:
 Discuss the concept of trade unions
 Evaluate employer–employee relations
 Discuss industrial disputes and conflicts
 Explain the concept of collective bargaining and grievance handling

procedures

5.2 TRADE UNIONS

There are several factors responsible for the formation and growth of trade unions:
1. The economic conditions of workers: This played an important role in

the formation of trade unions. The demand of Indian goods increased
enormously for two reasons:

(i) The shortage of shipping facilities led to restricted imports of several
commodities for which India was dependent on foreign countries,

(ii) There was a great demand of Indian goods from the allies and neutral
countries. For these reasons, the prices of Indian commodities, namely,
salt, cotton, cloth and kerosene rose. Naturally, the cost of living steadily
increased. The employer earned huge profits. The wages of workers
were increased, but it could not keep pace with the soaring prices of
commodities. This resulted in further deterioration of the condition of
workers. Further, there was shortage of labour in some of the industrial
centres due to illnesses. These reasons led to the formation of trade
unions to improve their bargaining positions.

2. The political conditions prevailing in the country: This also helped the
growth of the labour movement. During the struggle for Independence, the
political leaders asserted that organized labour would be an asset to the cause.
The labour unions were also in need of some help. The political leaders took
the lead and helped in the growth of trade unions.

3. The workers’ revolution in Russia: This had its own influence on the
growth of the trade union movement.

4. Worldwide unrest: The other factor responsible for the growth of trade
unions was the worldwide unrest in the post-War period. The War had
awakened industrial workers.

5. ILO: Another factor was the setting up of the International Labour
Organization in 1919 of which India was a founder member. The constitution
of the ILO required one representative from the government of every member
state.
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5.2.1 Aims and Objectives of Trade Unions
The Trade Unions Act, 1926, prescribes the primary objectives of a trade union.
The objectives under its constitution are one or more of the following:
 To regulate the relations

o between employers
o among workmen
o between employers and workmen

 To impose restrictive conditions on the conduct of any trade or business
However, there are some other objectives apart from the primary objectives of
trade unions. These objectives may be broadly categorized as follows:
 Economic objectives
 Political objectives
 Social and welfare objectives

The economic conditions of workers played an important role in the formation of
trade unions.

5.2.2 Meaning and Types of Trade Unions

Meaning
Trade unions have been defined as voluntary organizations of workers formed with
a view to defending and advancing their collective interests either mutually or in
relation to outside parties such as employers, government and other trade unions.
Webb and Webb define a trade union as ‘a continuous association of wage earners
for the purpose of maintaining or improving the conditions of their working title’.
The Indian Trade Unions Act, 1926 defines a trade union as any combination whether
temporary or permanent formed primarily for the purpose of regulating the relations
between workers and employers or between workmen and workmen, or between
employers and employers or for imposing restrictive conditions on the conduct of
any trade or business and includes any federation of two or more trade unions.
This definition is highly comprehensive and may include even the chamber of
commerce and employers’ organizations.

Types
Trade unions have been classified in several ways:
 Business, welfare and life-embracing unions
 Ideological versus government-dominated unions
 Local, industrial, regional and plant unions

The business unions are run to accomplish increased economic well-being of the
members. The welfare unions operate not only to seek economic improvement but
also welfare measures. The life-embracing unions help their members in every way
and form a central institution in their life.

The ideological unions attempt to accomplish social goals beyond
improvements in earnings of their members. The government-dominated union
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attempt to attain a given rate of production, collect information about politically
unreliable unions and integrate workers with the broader political and social
movements.

The local union is organized around an occupation, a craft, a group of crafts
or a profession. The industrial type union may organize all employees in a given
sector such as retail stores, automobile factories, etc., irrespective of occupation.
The regional union can be organized for the entire region irrespective of occupations
or industrial sectors. The plant union may organize all employees of a plant.

Major Trade Unions
Ganga Sahai Sharma provides a brief description of different trade union
organizations in India formed till 1987. As he observes, on the eve of Independence,
the trade union movement was weak. It was internally divided and extremely
politicized. It had accomplished trade union rights to reorganize and to ensure the
settlement of disputes through industrial relations machinery. It had also acquired
the political right to influence government thinking through tripartite forums. As
indicated here, till May 1947, the All India Trade Union Congress (AITUC) was
the only major central organization of Indian workers and had the patronage of the
Indian National Congress. As the AITUC could not live up to political expectations
of the Congress party, in May 1949, INTUC was formed. It has as members,
trade union leaders such as Khandubhai Desai, Harihar Nath Shastri and Gulzarilal
Nanda. It was guided by the Gandhian ideology of non-violence and resolution of
disputes by peaceful measures. In 1948, socialists opposed to government
sponsored trade unions. It tended to form the Hind Mazdoor Sabha (HMS). In
1949, the Trotskyists formed another organization called United Trade Union
Congress (UTUC). In 1955, the Jan Sangh established its own labour front called
the Bhartiya Mazdoor Sangh (BMS) guided by Hindu ideology. In 1965, Hind
Mazdoor Panchyat (HMP) was formed by a splinter group of the Praja Socialist
Party (the Fernanades Group). There appeared further splits in subsequent years.
With the division in the CPI, the CPI (M) established Centre of Indian Trade Unions
(CITU) in 1970. The CITU was also divided into UTUC and UTUC-Lenin Sarani
(which is the name of a street in Kolkata). In 1969, the Congress party was divided
into Congress (N) and Congress (O). This led to the split in the INTUC with the
formation of National Labour Organization (NLO) which had a stronghold in
Gujarat. The main features of the major labour organizations are described as
follows.

5.2.3 Characteristics of Trade Unions in India
Historically, the trade union movement in India is marked by political rivalry and
disunity, organizational and financial weaknesses, outside leadership, limited scope
of activities and an attitude of conflict. These characteristics have hampered their
healthy growth and effectiveness.

Political rivalry
The trade unions are marked by political rivalry and disunity. In the Indian trade
union movement, political, and ideological considerations have been the major
characteristics from the very beginning. Political involvement of the unions continued
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even after Independence. Although trade unions in all countries have been more or
less political, the political parties are largely interested in state policies, economic
development and election, and least concerned with the policy decisions of the
unions and direction of their programmes, strategy and tactics. However, in India,
the leadership of political parties and the unions have been common and thus the
policies, programmes, strategies and tactics of the unions are guided by these
parties. The union supported by the ruling party accomplishes the immediate short-
term interests of the working class as a means to maintain political stability, while
the opposition unions are more militant in character to attain their political goal of
revolutionary changes. During the pre-liberalization period, there was conflict of
interests among the nationalists, the communists, the socialists, the assorted leftists,
and many others as represented by the INTUC, the AITUC, the HMS, the CITU
and the UTUC. The INTUC is virtually disintegrating, having enjoyed political and
official patronage of the Congress for almost three decades and having been led
by retired officials of the labour department. However, the labour wing of Congress
(I) is making efforts to regain its strength.

Several factors responsible for the disunity in trade unionism. Among these
are the political distances among the groups of trade union leaders stemming from
policy differences in accomplishing their ideological goals, the subordination of purely
trade union interests to the goals of trade union movement as visualized by the leaders
and vested interests of the employers with the support of the authorities concerned.
Indeed, Indian trade union movement has always had seeds of disruption in view
of conflicting interests, differences in the perception of the real needs of the workers,
personal ambitions, competing political affiliations of leaders and ideological
differences.

Organizational and financial weaknesses
The trade union movement is characterized by organizational and financial
weaknesses. As Myers and Kannappan point out, despite politically based rivalries,
trade unions can become effective if they strengthen their organization and
accomplish a high degree of financial solvency. Explicitly, there are ups and downs
in the trade union membership figures and substantial range in the tenor of union
activity. Perhaps, these fluctuations can be attributed to specific crises in labour
relations stemming from the ebbs and tides of political activity.

Inadequate union finances generally prevail throughout the country with rare
exceptions in some of the major cities. It was indicated in 1959–60 that an average
union had an annual income of Rs 2,179 which seemed to be too low to maintain
even one full-time officer per union and meet the essential expenses relating to staff
and establishment. The unions seemed to be financially inadequate in view of their
poor practices of financial administration. The industrial and national federations
have also inadequate financial positions. Because of their financial weaknesses, they
have to rely on outside support to meet their needs and depend upon honorary
officials. Perhaps, the INTUC was the exception in this respect in view of the support
it had received by the then ruling Congress party. Indeed, the National Labour
Federation forms only a coordinating office, maintained with a view to accomplishing
representation and publicity. The cohesive force is provided by the outside political
leaders who group themselves around one or the other national federation.
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Outside leadership
The trade unions are usually led by who outside leadership have no background in
industry and are middle-class intellectuals with definite political motives. These
leaders occupy the key posts of president, general secretaries, treasurers, office
secretary, etc. However, the majority of office bearers are insiders. Usually in the
area of collective bargaining, the key leadership is in the hands of outsiders. The
inside leadership involving supervisory and middle class workers is obtained at the
local or ‘uncritical’ level of union activity. Even in situations where Works
Committees are appointed, workers’ representatives rarely obtain responsibility
to play an active part. The major factor inhibiting effective inside leadership relates
to the attitude of management and government. Although outside leadership has a
significant role to play in union activities, it is not an unmixed blessing. Explicitly,
the outside leaders are associated with more than one union and sometimes they
may be presidentsof several unions. Accordingly, they find very little time to devote
to a particular union. Moreover, the outside leadership is also a source of instability.

It is rarely possible for the outside leaders to adopt a unified approach to
labour problems and exclude political considerations from day-to-day operations
of the union. Some critics think that there are too many politicians and very few
effective union leaders. As Srivastava observes, ‘Becoming leaders of trade unions
has become a fashion amongst the politicians of our country. Persons with little
knowledge of the background of labour problems, history of labour movement,
fundamentals of trade unionism and the technique of industry and with even little
general education assume the charge of a labour union and become the self-
appointed custodians of the welfare of workers.’ However, the outside leadership
seems necessary so long as the welfare of class leadership is firmly established
with a view to protecting the workers from the evils of the industrial system.

Limited range of activities
The Indian unions are characterized by limited range of activities. Although the union
activities are multiplied during the periods of strike, they are seldom maintained
for effective and lasting organizational drives. The unions do not maintain their
records adequately, and rarely care to inform employees about union policy on
current issues. Workers are not able to make proper use of grievance procedures
as well as several benefit programmes because of their ignorance. Although it is
claimed that unions are instrumental in raising wages, this does not appear true.
The relationship between unionization and real wages of the workers does not seem
to be positive. It may be noted that real wages in 1964 appeared to be slightly
higher than the 1939 level in the manufacturing sector despite rapid growth of
unionism in this sector. It may be argued that real wages are primarily the function
of cost of living over which trade unions have no control. Admittedly, while the
contribution of unions to employee earnings is positive, it is not significant.

Explicitly, the basic strategy of trade unions has been defensive and aided
by inflation. The workers have tended to unionize as their earnings increased while
real wages stagnated causing discontentment and need for an organized leadership.
In addition, as Myers and Kannappan point out, trade unions have played a very
limited role in collective bargaining. On several issues involving wages, discharge
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and discipline, they either depend upon tribunals or attempt to secure satisfactory
legislation. There is lack of mutually agreed bipartite procedures to deal with day-
to-day grievances and problems.

Attitude of conflict
The trade unions are known to have an attitude of conflict. As Johri observes, the
political centres have been substantially associated with industrial conflicts. Indeed
these centres derive their strengths largely from their active involvement with man
days lost in strikes and lockouts rather than their membership. The average number
of conflicts for 1962, 1963 and 1964 in which these centres were involved is much
more than their share of the combined total reported membership. Explicitly, the
means for these three years of the total conflicts and of the man days lost are 57.5
per cent and 72.0 per cent, respectively. There are several instances which indicate
outbursts of violence on the part of unions.

Frequently, irresponsible union leaders have been behind mass
demonstrations and violence, criminal attacks andgheraoof managerial personnel,
paralysing the normal life in industrial towns. Indeed, in the Fifth Industrial Relations
conference, Naval K. Tata cited an example on the basis of a study that one trade
union leader in Mumbai was responsible for strikes in 39 units as the president of
the respective unions and led to the closure or lockout of 17 industrial units in which
he was an office bearer. He stressed that the growing industrial unrest, particularly
violence and gherao (or ‘coercive bargaining’) was caused because of such attitude
of a few trade union leaders.

Historical Roles and Dilemmas of Trade Unions in India
Ross and Hartman hold that with the passage of time, trade unions reveal a moderate
outlook and as the workers’ standard of living improves the trade union leadership
seems to imbibe the values of the bourgeois society rather than continue to be a
militant opposition. However, symptoms of such a change have appeared only to
a limited extent in certain industries in India before liberalization. Schein is of the
opinion that the trade unions, in exchange for the greater commitment of the working
class of industrial occupation, demand a share in the decision-making process.
However, this has occurred in India, mainly under varied forms of government
pressure and sponsorship, rather than as a spontaneous growth. Galbraith first
conceptualized trade unions as a necessary countervailing force to the capitalist
industrial enterprises in the USA. But later, he postulated that with the affluence of
the industrial workers in industrialized societies, the trade union will ‘have a
drastically reduced functions in the industrial system’ and will ‘retreat more or less
permanently into the shadows.’ Indeed, this is precisely what is happening in India
liberalization.

Chatterjee describes varied dilemmas of the trade union leaders in India. As
he observes, thoughtful trade union leaders in India who are committed to their
vocation and to the industrial growth of the country, face a number of dilemmas.
This is possibly due to the multiplicity of the unions, inter-union rivalries, defective
industrial relations law and procedure, and various other extrinsic factors. These
dilemmas are briefly described here as this is a subject on which very little research
has been done.
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Role dilemma or role conflict
In a democratic society, a trade union movement has a stake in the existing socio-
economic system and in its continuous growth. However, if that society has a
developing economy, a generally low standard of living and large-scale
unemployment, some of the trade unions are attracted to a revolutionary role. For
example, the CITU frankly rejects economism as the objective to trade union
activities, and aims at overthrowing the existing socio-political order. This strategy
creates problems even for unions which would like to make a constructive approach
or cooperate with the management for improving productivity as a measure to
improve the working conditions and financial positions of the workers.

Social dilemma
There is also the problem of social acceptability of trade union leadership.
Management, both in the public and the private sectors, generally has an attitude
of contempt for trade union leaders and earmark them with a kind of nuisance value.
There were some exceptional trade union leaders like V.V. Giri, Khandubhai Desai,
G.L. Nanda and others who involved themselves in politics as well as accomplished
high status in the social hierarchy. But, generally trade union leaders are disliked
rather than welcomed except where they are scions of eminent families who take
to trade unionism not for making a living but being driven by idealistic impulses. S.
Mohan Kumaramangalam was a typical example. Such personalities can be
members of any elite group or exclusive social club of the locality in spite of their
trade unionism. They do not make a living out of their trade union activities. But
most of the trade union leaders do not enjoy such privileges. As the rank-and-file
workers hail from a lower stratum of society, they welcome outsiders who are
educated and have middle class or aristocratic background, as their leaders. The
latter, because of their association with the former, probably lose something of their
social acceptability. This is a fact of Indian social life.

Organizational dilemma
The prevalence of craft unions creates problems for plant-level unions. The latter
are at times organized into regional federations or industry-wise unions. Plant-level
unions have to operate under some kind of loose relationship with the Central
Organizations of Labour. The Central Organizations do not have much control over
the plant-level unions. Likewise, some craft unions can be quite independent and
troublesome and make it clear that they owe no allegiance to any federal body.
From time to time, craft unions because of their members being skilled categories
of workers, can bring the opposition of a big enterprise to a standstill. This is
evidenced by the union of airline pilots. A national level agreement arrived at the
Indian Labour Conference that craft unions are to be discouraged. Nevertheless,
they are very much there. The situation is worsened by poor finances, the absence
of a national agreement on the procedure for selection of the sole bargaining agent
preventing the emergence of one union for one industry, a natural stance of
competitive struggle and a succession of goals (i.e., making one demand after
another on the management) for survival. All these factors cause considerable
organizational dilemma for trade union leaders.
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Leadership dilemma
Most eminent trade union leaders in the country are not employees of any firm.
Some of them are, of course, ex-employees. The educated worker or the worker
who has had pre-entry training, is not enthusiastic about this outside leadership.
The backwardness of the majority of workers had created a need for what Charles
Myers has called an ‘intermediary leadership of higher status’. But, things are now
changing. In quite a few unions, workers also suspect the elitist leadership with
bourgeois culture, of not identifying themselves fully with workers’ needs and
aspirations. Sometimes, there is also a tendency for the workers to pressurize such
leadership to be militant over issues which are not reasonable. In other words, the
outsider leader at times thinks that he is exploited by the worker members of the
union.

Technological dilemma
In a developing economy the attempt to make up for decades of neglect within a
short time and accomplish a decent standard of living for the vast majority of the
population, is another big dilemma. This dilemma is caused by the relative superiority
of capital-intensive operations over labour-intensive or employment-intensive
technology for speedier growth. If there is an urgent need for growth, the labour-
intensive or ‘intermediate’ or ‘appropriate technology’ cannot deliver the goods.
Simultaneously, no trade union leader can support mechanization when the
operations are being manually conducted or rationalization or modernization or
introduction of automation which would cause unemployment, if not immediately,
at least ultimately. However, their personal views may be very different and they
may not see any logic in burdening an industry with a labour force much in excess
of its requirements, and which would, in the years to come, render it obsolete in a
competitive situation. As all of us know, this has actually occurred during the post-
liberalization period in the country.

Dependence dilemma
The union leadership’s dependence on the government, specifically on the industrial
relations machinery, is a notorious fact. It is an outcome of the relative weakness
of most trade unions vis-à-vis management. This is quite common of trade unions
give a strike call and the immediately rush to the Labour Department for intervention
by way of conciliation settlement. They know the strike cannot be continued for
long. Again, it is also a common practice to enter into negotiations with management
to assess how far the management will go in making concessions. Then, it raises a
dispute before the Conciliation Officer, treating what the management was willing
to concede as the starting point for further negotiations. It expects that the
Conciliation Officer will help in extracting something more from the management.
The defective provisions of the Industrial Disputes Act, 1947 also makes it
necessary for a recognized union to convert a collective agreement into a ‘settlement’
so that it is also applicable to the non-members. Finally, the party in power has to
be placated so that help can be enlisted against an obdurate management.
Frequently, the senior officers of the labour department of the state governments
and of the central government and the ministers concerned act as unofficial
mediators. Many trade union leaders feel that such dependence on the government
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really weakens the trade union movement. However, not many of them are prepared
to ‘deny unto Caesar what is Caesar’s’ when the government itself follow an
interventionist policy. Of course, a reaction against such over dependence is being
noticed of late. This is changing during the post-liberalization era.

Industrial Disputes
An ‘industrial dispute’ means any dispute or difference between employers and
employers, or between employers and workmen, or between workmen and
workmen, which is connected with the employment or non-employment or the
terms and conditions of employment of any person.
An ‘industrial dispute’ must necessarily be a dispute in an industry. An ‘industrial
dispute’ has three ingredients, viz.

(a) There should be real and substantial dispute or difference.
(b) The dispute or difference must be between employers and or workmen.
(c) The dispute or difference must be connected with the employment or non-

employment or terms of employment, or with the conditions of labour of
any person.

Besides, all disputes relating to the matters specified in Schedules II and III, shall
also constitute ‘industrial dispute’. These are:

(i) The propriety or legality of an order passed by an employer under the
Standing Orders

(ii) The application and interpretation of Standing Order
(iii) Discharge or dismissal of workmen including reinstatement of, or grant of

relief to, workmen wrongfully dismissed
(iv) Withdrawal of any customary concession or privilege
(v) Illegality or otherwise of a strike or lock-out
(vi) Wages including the period and mode of payment
(vii) Compensatory and other allowances
(viii) Hours of work and rest intervals
(ix) Leaves with wages and holidays
(x) Bonus, profit sharing, provident fund and gratuity
(xi) Shift working otherwise than in accordance with Standing Orders
(xii) Classification by grades
(xiii) Rules of discipline
(xiv) Rationalization
(xv) Retrenchment of workmen and closure of establishment

Further, the following disputes have been held to be industrial disputes:
(a) Allegation of wrongful termination of services
(b) Compulsory retirement of employee
(c) Claim for reinstatement of dismissed workmen



Unions and
Management

NOTES

Self - Learning
Material 241

(d) Dispute connected with minimum wages
(e) Disputes regarding payments to be made under Production Bonus Scheme
(f) Claim for compensation for wrongful dismissal
(g) Disputes regarding interpretation of Standing Orders
(h) Disputes relating to lock-out or bona fide and genuine closure of business
(i) Non-implementation of award and claim for compensation payable by

workmen to the employer for loss caused by strike
(j) Demand of an employee relating to his confirmation on a post holding in an

acting capacity

Who Can Raise a Dispute?
A dispute is said to have arisen when some demand is made by workmen and it is
rejected by the management or vice versa, and the demand is relating to the
employment. The Act says that a workman can raise a dispute. However, it is
pertinent to note that a dispute between an employer and single workman does
not fall within the definition of ‘industrial dispute’, but if the workmen as a body or
a considerable section of them make a common cause with the individual workman
then such a dispute would be an industrial dispute. A dispute arising between a
workman and employer if espoused by a body of workers assumes the nature and
character of an industrial dispute. Thus, an ‘industrial dispute’ is a collective dispute
supported by either a trade union or a substantial number of fellow workers. The
word collective does not mean substantial majority. However, where only 5 out of
60, i.e., 1/12th of the employees in the establishment had espoused the cause of
the dismissed workmen, it cannot be considered to be an appreciable or substantial
body of workmen so as to constitute the dispute as an industrial dispute.

However, certain individual disputes relating to dismissal, discharge,
retrenchment or termination of services of a workman, are also covered under this
Act, since the Act applies even to industrial establishments employing a single
workman. But dispute in relation to a person who is not a ‘workman’ within the
meaning of the Act is not an industrial dispute under Section 2(k).

Important Definitions
(i) ‘Wages’ means all remuneration expressible in terms of money, which would

be payable to a workman, if the terms of employment were fulfilled, and
includes dearness and other allowances, any travelling concession,
commission on sales or promotion of business and value of house
accommodation, supply of light, water, medical attendance or other amenity
or any concession in supply of food grains, etc. ‘Wages’, however, does
not include bonus, employer’s contributions to pension and provident fund
and gratuity payable on termination of service.

(ii) ‘Average Pay’ means average of the wages payable:
(a) For the preceding three complete calendar months, in case of monthly

paid workmen
(b) For the preceding four complete weeks, in case of weekly paid

workmen
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(c) For the preceding twelve full working days, in case of daily paid
workmen
If average pay in respect of a workman cannot be calculated in the
aforesaid manner, it shall be calculated as the average of the wages
payable to that workman during the period he actually worked.

(iii) ‘Controlled industry’ means any industry the control of which by the Union
has been declared by any Central Act to be expedient in the public interest.

(iv) ‘Award’ means an interim or a final determination of any industrial dispute
or of any question relating thereto by any Labour Court, Industrial Tribunal
or National Industrial Tribunal and includes an arbitration award made under
Section l0A of the Act.

5.2.4 Employers' Associations

Here, we will study about the concept of employers’ organisations.

A. Need to Form Employers’ Organizations
A workers’ get together for joint action through a trade union, meets the employer
on equal terms. Like-wise, employers organize themselves in furtherance of
common objectives of evolving common attitudes to labour or approaches to
national policies, as also for standardization of wages and other conditions of
employment in an industry within a local area35. The following are the main
objectives:

(i) to promote collective bargaining at different levels;
(ii) to develop healthy and stable industrial relations;
(iii) to bring a unifi ed employers’ viewpoint on various issues of industrial

relations; and
(iv) to represent employers’ organization in the meetings of ILC and SLC boards

in conformity with tripartite approach to labour matters.

B. Origin and Growth
The origin, growth and development of employers’ organizations have three distinct
phases :(i) the period prior to 1930; (ii) the period between 1931 to 1946; and
(iii) the post-Independence period. Each phase reveals its own structural and
functional characteristics; in each period the organizations had to undergo changes
because of contemporary economic, social and political developments. These
changes have been more rapid in some than in others. The periods referred to also
coincided with important developments in the labour field, and these have had a
great impact on the pattern and development of employers’ organization as also
on their functioning.

1. Pre-1930 period: This period was characterized mainly by the formation
of associations of merchants in the form of chambers of commerce. During
the latter half of the last century, industrial associations also came into being
with the aim of protecting the commercial interest of their members and
securing concessions from the government. Regional associations at important
centres of industrial activity developed, but again with a different focus for
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action. The Bombay Mill-Owners Association, the Bengal Mill-Owners’
Association, the Ahmedabad Mill-Owners’ Association are instances in
point38.

2. 1931–1946: Organizing chambers of commerce and industrial associations
for dealing with a variety of problems connected with industry was the rule
prior to 1930. Some of these chambers dealt with labour matters too.39
The All-India Organization of Industrial Employers (AIOIE)40 and the
Employers’ Federation of India (EFI) came into existence in 1933 to
comprehend and deal with problems of industrial labour in a concerted
manner. The All-India Manufacturers’ Organization (AIMO) was formed
in 1941. The setting up of these organizations was again, as in the case of
workers unions, in response to the need then felt for representation on
international conferences and legislative bodies.

3. Post-Independence period—The period since Independence witnessed
the growth of planning, expansion of industrial activity, extension of the
democratic apparatus, passing of several labour laws and a growing trade
union movement, all of which acted as a spur for the strengthening and
expansion of employers’ organizations. Experience of working together
convinced employers of the advantage of united action. Employers’
organizations grew in strength mainly to meet the requirements of individual
employers for advice on labour matters. In some cases, they built up their
strength to match that of organized labour; in others, it was the other way
round. At present, employers’ organizations are organized at three levels
namely: (a) employers operating through their local organizations or
otherwise; (b) industrial associations which cut across state boundaries;
and (c) federations which comprise representatives both of industries and
centres. Of the three, the local organizations which operate mainly through
the chambers of commerce cover all industries in an area; their activities in
the labour fi eld are comparatively less extensive. This period witnessed
significant developments and several employers’ organizations and
federations were set up. However, multiplicity of organizations at the national
level has not been a problem with employers’ interest at tripartite forums.
This has, for all practical purposes, been effectively secured by the main
employers’ organizations coming together under the CIE. But the AIMO is
outside the CIE. The First National Commission on Labour felt that it will
be desirable that CIE brings this organization also within its fold.
Some organizations at the industry level and the Employers’ Federation of
India at the national level, originally registered under the Companies Act,
are now registered under the Trade Unions Act, 1926, while many are still
outside its purview.

C. Role and Functions of Employers’ Organizations
The main role and functions of an employers’ organization is to protect and promote
the interest of its members. The membership of employers’ organizations is basically
composed of corporations/employers. All enterprises have to meet the test of
economic viability. For a proper appraisal of the role and functions of an organization,
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this aspect cannot be ignored. Thus, its activities are designed and directed in such
a manner that their members stand to gain. Also the organizations have to work on
a broader plane; labour problems are only a part of their overall responsibilities.
Economic, commercial and fiscal matters and policies are equally or even more
important for them. The organizations represent their members’ view in formulation
of government’s policies, rules and regulations and in giving advice to members on
the interpretations and extent of applicability of agreements arrived at various
bipartite and tripartite bodies and on Acts and regulations which come into force.
Labour departments/advisory services, which have come in vogue in many
employers’ organizations to advise and assist members have been the direct
consequence of the recognition of these functions.

Employers’ organizations find it necessary to have legislative support for
realization of their objectives. The pursuit of their activities leads to their involvement
in politics or to their developing lobbies without directly aligning themselves with
any political party. There is evidence on record to show that individual employers
and not the employers’ organizations have used these avenues to the extent
necessary although providing finances to political parties or sponsoring candidates
are not unknown to the organizations or industrial associations—national or local.
Political activity by employers’ associations may be as inimical to peace in industry
as that by workers’ associations, particularly when we are envisaging employers’
organizations to include both public and private sector units. This should be
eschewed. It is thus, that they will be able to establish rapport between the two
sectors and work exclusively in the interest of industry rather than in the sectional
interests of one or the other form of ownership. The pursuit of economic gains by
employers’ organizations does not mean that they should not recognize social
responsibilities. With planned economic development and increasing
democratization of the institutional framework of society, there is active consultation
by the state with all organizations, including those of employers, for formulation,
inter alia, of economic, educational, social and labour policies. Employers’
organizations are, therefore, expected to take a stand consistent with the social
and economic objectives of the community/country as a whole and be active in
promoting policies and measures that are not contrary to the general interest of the
community. Along with their gains, they should keep in view the needs of the
developing economy, the requirements of planned growth, importance of
maintenance of peace in industry and the desirability of an equitable distribution of
national wealth. There can, however, be differences as in the case of trade unions,
as to the priority between the interest of the community and the employers.44

D. Employers’ Federations
1. Employers’ Federation of India: The principal objects for which the EFI

has been established are embodied in its constitution. These are:
(i) to promote and protect the legitimate interests of employers engaged

in industry, trade and commerce;
(ii) to maintain harmonious relations between management and labour

and to initiate and support all well-considered schemes that would
increase productivity and at the same time, give labour a fair share of
the increased return;
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(iii) to collect and disseminate information affecting employers and to advise
members on their employer–employee relations and other ancillary
problems.
These objects lie within the fi eld of ‘industrial relations’. Although
consideration of broad economic problems is not altogether excluded,
the EFI does not generally comment on commercial questions of
customs, taxation and the like which lie in the sphere of the Associated
Chambers of Commerce and Industry.

2. The All India Organization of Employers : The objects of the AIOE
inter alia include:

(i) To take all steps which may be necessary for promoting, supporting
or opposing legislative and other measures affecting or likely to affect
directly or indirectly, industries in general, or particular industries;

(ii) To nominate delegates and advisors, etc., to represent the employers
at the International Labour Conference, United Nations Organization,
International Chamber of Commerce and other conferences and
committees affecting the interests of trade, commerce and industries,
whether as employers or otherwise;

(iii) To promote and support all well-considered schemes for the general
uplift of labour and to take all possible steps to establish harmonious
relations between capital and labour”.

3. The All India Manufacturers’ Organization: The objectives of the AIMO
are :

(i) To help in bringing about rapid industrialization of the country through
sound and progressive economic policies;

(ii) To help in increasing the aggregate wealth of India;
(iii) To raise the standard of living of the people of India by utilizing to the

fullest possible extent all the available national resources and talent in
the country; and

(iv) To play a positive role in relieving the pressure of population on land.
The industrial relations functions of the AIMO are similar to those of the
EFI and AIOE. All these federations function through their regional offices.

4. Council of Indian Employers: The Council of Indian Employers founded
in 1956 is responsible for choosing delegates to represent Indian employers
in international conferences/committees. It is this Council which is a member
of the International Organization of Employers at Brussels in place of the
AIOE and the EFI. The period since Independence is thus particularly
important because of the joint approach by employers to deal with labour
problems, informally in the fi rst half and somewhat more formally in the
second. Building up of adequate specialized advisory services in labour
matters and training of management and personnel offi cers at various levels
have been the result of this joint approach, although a beginning in this direction
had been made earlier by individual industrial associations.

5. Federation of Indian Chambers of Commerce and Industry (FICCI):
FICCI was established in 1927. It is the largest and oldest apex business
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organization in India with a nationwide membership of over 1,500 corporates
and 500 chambers of commerce. Its activities are representative, legislative
and promotional. The Federation is represented in various advisory
committees appointed by the government. It also provides training
programmes and organizes seminars and conferences. It works with the
government on policy issues and on enhancing effi ciency, competitiveness
and expanding opportunities for industry.

6. The Associated Chamber of Commerce and Industry of India
(ASSOCHAM): The membership of ASSOCHAM is confi ned to local
chambers of commerce. It provides advisory service on labour matters. It
has been given representation on many consultative bodies set up by the
government.

7. Standing Conference of Public Enterprises (SCOPE): It is one of the
three constituents of the Council of Indian Employers and is a member of
the International Organization of Employers. It represents employers at
various tripartite forums and committees. It has representations on the boards
of Central Provident Fund, the Employees’ State Insurance Board, National
Apprentices Board, National Workers’ Education Board, National
Productivity Council and many other committees/boards. It also represents
employers at ILO conferences. The main tasks of SCOPE are both internal
and external to the public sector. Internally, it endeavours to assist the public
sector in such ways so as to improve its performance. Externally it seeks to
provide required information and assist the public sector to improve its
performance and advise the community and the government in order to
help public sector in its role.

Check Your Progress

1. When was the International Labour Organization set up?
2. What is the significance of the Trade Unions Act, 1926?
3. Define a trade union.
4. How will you classify trade unions?
5. Give any one characteristic of trade unions.
6. How will you define industrial disputes?

5.3 COLLECTIVE BARGAINING

Two important agents for institutionalization of conflict are trade unions and collective
bargaining. Collective bargaining can help to institutionalize conflict by encouraging
labour to work under certain guidelines, by persuading them to accept the need
for a compromise and by leading them to believe that gains can be made within the
confines of the present system.

Collective bargaining is concerned both with determining the price of labour
and the conditions under which labour works. Through collective bargaining, trade
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unions seek not only to secure high wages but to reduce the impact of arbitrary
management decision on their members.

Collective bargaining is distinct feature of the modern industrial era. Collective
bargaining is defined to cover the negotiation, administration, interpretation,
application and enforcement of written agreements between employers and unions
representing their employees setting forth joint understandings as to policies and
procedures governing wages, rates of pay, hours of work and other conditions of
employment. The process of collective bargaining is called bargaining because each
side applies pressure on the other. Mere representation of views for consideration
is not bargaining. The best known forms of pressures are threats of strikes and
lockouts.

Collective bargaining is a process of voluntary agreement. Agreement comes
when one or both of the parties would rather accept the other’s terms than face
the consequences. The term ‘collective bargaining’ was coined by Sidney and
Beatrice Webb, the famous historians of the British labour movement in 1891. It is
an extremely useful shorthand term for describing a continuous, dynamic, institutional
process for solving problems arising directly out of employer–employee relationship.

The practice of collective bargaining has developed from the theory that the
individual employee as such is an ineffective participant in the labour market. He
has neither the knowledge nor the resources to take advantage of the best
opportunities for disposing of his services. Under these circumstances if the worker
acts in his individual capacity he is most likely to receive a lower level of
compensation for his services. These limitations on the ability of an individual worker
might be removed either through Government interference or through collective
bargaining. Government may fix up wages of an individual worker. Collective
bargaining is a technique which seeks to determine the rates of pay without the
arbitrary control of Government. For this reason it is regarded as democratic means
of achieving the compensation of human services. The practice of collective
bargaining has developed mainly because individual workers have been given
economic advantages to be gained in such co-operative markets. It is through
collective bargaining that workers improve their positions in the labour markets.

Collective bargaining represents a situation in which the essential conditions
of employment are determined by a bargaining process undertaken by
representatives of a group of workers on the one hand and of employers on the
other. It is called ‘collective’ because employees pool their interests and bargain
as a group and employers may also act as a group rather than as individuals. In
collective bargaining, individual employees make the union their agent and accept
the terms and conditions arranged by their representatives and employers recognize
the union and its officers as the business representatives of their employees.

Prof. Slichter has rightly pointed out that collective bargaining does more
than merely establish a few simple working conditions. It actually defines a broad
area of civil rights in industry by providing for both managerial and union action
according to specified rules rather than arbitrary and capricious decisions. It sets
up a system of ‘industrial jurisprudence’ in relationships between employers and
employees. It thus provides an objective declaration of labour policy governing
specified areas of employment relationships.
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Collective bargaining is an institutional process of representations. The chief
participants in collective bargaining do not act for themselves. They are
representatives of their respective institutions. In collective bargaining the employer
does not deal directly with his worker. He deals with an institution authorized to
represent the workers for the purposes of negotiating and administering the terms
and conditions of employment. This representative nature of the organized union–
management relationship applies to contract administration as well as to negotiation.
Collective bargaining is a complex process because it involves psychology,
economics, politics and poker.

Collective bargaining may occur at several levels. At the shop-floor level, it
may take place between shop stewards and plant management and is called
‘workplace bargaining’ or ‘plant bargaining.’ At the level of the company, it may
take place between unions and management and has been designated as ‘company
bargaining.’ At the level of an industry, it may take place between a union or
federation of unions and an employers’ association. This type of bargaining is called
‘national bargaining.’ In addition to ‘formal bargaining,’ there may be ‘informal
bargaining’ exerting marked impact in organizational settings. Further the collective
bargaining may be on ad-hoc basis or permanent basis.

The conclusion of collective bargaining is the collective agreement or ‘labour
contract.’ It is the written statement of the terms and provisions arrived at by
collective bargaining. It is either a mimeographed document or a small printed
booklet.

From a functional standpoint, collective bargaining may be regarded as an
institutional process for (i) fixing the price of labour; (ii) establishing a system of
industrial jurisprudence and (iii) providing machinery for representation of the
individual and group interests of employees under the contract.

There are three kinds of collective agreements in India. First, there exists
agreements arrived at in voluntary negotiations between the management and unions.
Second, there is collective bargaining arrangement legally designated as a
‘settlement.’ This type of bargaining is arrived at conciliation proceedings and is
accordingly tripartite in character. Thirdly, there is an agreement called ‘consent
awards.’ They are negotiated between the conflicting parties when a dispute is really
proceeding or pending before an industrial court and thereafter included in the
adjudicators’ award.

5.3.1 Features of Collective Bargaining
Collective bargaining is regarded as a constructive response to industrial conflict
as it reflects a willingness to remove the conflicts by discussion and understanding
rather than by warfare.

Collective bargaining is not an ideal system. At best, it is an imperfect
institutional process that works reasonably well in an imperfect society. No one
has now come forth with any alternative procedure that will work better. Collective
bargaining is necessarily a pragmatic process.

1. It is a two-way process. It is a mutual give and take rather than take it or
leave it method of arriving at the settlement of a dispute. Both parties are
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involved in it. A rigid position does not make for a compromise settlement.
Collective bargaining is a ‘civilized confrontation’ with a view to arriving at
an agreement, for the object if not ‘warfare’ but ‘compromise.’

2. It is a continuous process which provides a mechanism for continuing an
organized relationship between the management and trade unions. Collective
bargaining begins and ends with the writing of a contract.

3. Collective bargaining is not a competitive process but it is essentially a
complementary process.

4. Collective bargaining is a negotiation process and it is a device used by
wage earners to safeguard their interests. It is an instrument of an industrial
organization for discussion and negotiation between the two parties.

5.3.2 Prerequisites for Successful Collective Bargaining
Certain conditions must be satisfied for collective bargaining to be effective. These
are as follows:

1. The parties must attain a sufficient degree of organization. If the workers’
organization is weak, employers can say that it does not represent the
workers and will refuse to negotiate with it. Unless the workers are able to
form strong and stable unions, collective bargaining will not be successful.

2. Freedom of association is essential for collective bargaining. Where there is
no freedom of association, there can be no collective bargaining. Freedom
of association implies that the workers as well as the employers will have
the right to form an organization of their own to protect their interests.

3. There should be mutual recognition between both the groups. Collective
bargaining cannot begin if the employers do not recognize the workers’
organization. The conflict of interests makes the two groups hostile to each
other. They must recognize each other and realize that adjustment and
understanding is essential for the achievement of organizational goals.

4. There must exist a favourable political climate, essential for successful
collective bargaining. If the government encourages collective bargaining as
the best method of regulating conditions of employment, it will be successful.
Where the governments restrict trade union activities, there can be no
collective bargaining.

5. Agreement must be observed by those to whom they apply. The workers’
organization must be strong enough to exercise its authority over its members.
If the trade union has no power over its members, collective bargaining will
not be effectively implemented.

6. A give and take policy must prevail in the organization. The difference
between two parties can be adjusted only by compromise so that an
agreement can be reached. Neither side should be too rigid on its demand.
Their attitudes should be flexible and both sides should be ready to give up
some of its demands. Unions should not rigidly insist upon unreasonable
demands and should be ready to reduce its demands to come to an
agreement.
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7. Sometimes unfair labour practices are resorted to by both the employers
and the trade unions. These will restrict the development of collective
bargaining. Unfair labour practices should be avoided by both the sides, as
this will create an atmosphere of goodwill.

5.3.3 Collective Bargaining Vs Individual Bargaining
Collective bargaining relates to group bargaining as opposed to individual bargaining
about wages and conditions of work. Flanders has pointed out a number of
differences between collective and individual bargaining. First, an individual bargain
is about the buying or selling of a particular commodity whereas collective bargaining
does not involve the buying or selling of anything; it is merely an agreement on the
conditions under which buying or selling will take place. Secondly, an individual
bargaining usually stipulates the terms and conditions of trade in detail, whereas in
collective bargaining only the minimum terms and conditions are specified. Thirdly,
individual bargaining is essentially a market activity (i.e. buying and selling) whereas
collective bargaining is essentially a political activity (a strike or lock-out is really a
diplomatic use of power). Fourthly, as collective bargaining is a political rather than
economic activity, different factors have to be taken into account, for example,
collective bargaining is frequently undertaken by professional negotiators who
recognize the need to maintain relationship with the other side and therefore will
not necessarily press their advantage to the full. Lastly, collective bargaining unlike
individual bargaining is not restricted to a discussion of economic matters, but is
concerned with other issues also; it is concerned, for example, with workers’ rights,
the control of industry and so on.

Fox has discovered a number of errors in the above comparison of individual
and collective bargaining. Flanders has argued individual bargain as the process
by which the interests of buyers and sellers are finally adjusted in the act of exchange.
The pitfall in this explanation is that it is assumed that bargaining always ends in the
act of exchange. In many instances this is not the case; instead the negotiations are
broken-off and no exchange is concluded. Secondly, Fox argues that there is a
difference between the individual and the collective bargaining, in that the latter,
not the former, is a political process involving the diplomatic use of power. Fox
does not deny that collective bargaining involves the diplomatic use of power: his
argument is that so does individual bargaining. Thirdly, Fox challenges Flanders’
assertion that the individual and the collective bargaining differ as in the former case
a refusal to conclude a contract is taken at face value, whereas in the latter case it
is seen to be a bargaining ploy; the assumption behind a strike is not that the
employees will seek a job elsewhere if the employer refuses to meet their demands,
but that sooner or later their present employer will be compelled to reinstate them.

5.3.4 Classification of Collective Bargaining
Prof. Neil Chamberlain, a noted labour economist, has made a three-fold
classification of collective bargaining theories. Collective bargaining may be looked
upon from three angles:

(i) The marketing concept and the agreement as a contract   The
marketing concept view collective bargaining as a contract for the sale of
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labour. It is a market or an exchange relationship and is justified on the ground
that it gives assurance of voice on the part of the organized workers in the
matter of sale. The same objective rules which apply to the construction of
all commercial contracts are invoked since the union–management
relationship is concerned as a commercial one.

(ii) The Government concept and the agreement as law   The Government
concept view collective bargaining as a constitutional system in industry. It
is a political relationship. The union shares sovereignty with management over
the workers and as their representative uses that power in their interests.
The application of the agreement is governed by weighing of the relation of
the provisions of the agreement to the needs and ethics of the particular case.

(iii) The industrial relations concept as jointly decided directives   The
industrial relations concept views collective bargaining as a system of industrial
governance. It is a functional relationship. The union joins with the company
officials in reaching decisions on matters in which both have vital interests.
When the terms of the agreement fail to provide the expected guidance to
the parties, it is the joint objective, not the terms, which must control.

To some extent, these approaches represent stages of development of the
bargaining process itself. Early negotiations were a matter of simple contracting
for the terms of sale of labour. Developments of the later period led to the emergence
of the Governmental theory. The industrial relations approach can be traced to the
Industrial Disputes Act of 1947, which established a legal basis for union participation
in the management.

There are at least three different situations in which collective bargaining may
take place, namely (1) when the union is the first recognized and negotiates for the
first time; (2) when an old contract is about to expire or has expired or it is desired
to amend it and (3) when it is necessary to adjust grievances or to resolve
disagreements regarding the interpretation of a contract.

Strikes and Collective Bargaining
The right to strike is recognized in all democratic societies. Some of the important
types of strikes are mentioned here. To begin with, there is economic strike which
involves the use of the union’s power over its members to secure economic
advantages, e.g. wages, bonus, retirement benefits, sick leave etc. Ageneral strike,
on the other hand, is a strike in which all trade unions strike at the same time, thereby
completely dislocating the economic life of a country. When a trade union which is
not concerned in a dispute, calls a strike in support of another union whose members
are on strike, it is known as a sympathetic strike. An unofficial strike is one in
which the employees of a particular firm go on strike without the support of their
trade union. It is also known as outlaw strike. A flash strike (or wild-cat strike)
is initiated by a group of workers in violation of a contract and without warning. A
sit-down strike is one in which strikers do not leave their place of work but remain
in the plant and in control of production facilities. Aslow-down strike, also known
as ‘go-slow’ is not really a strike in the usual sense as workers do not cease work.
Workers do not leave their work; they merely limit output while remaining on the
job.
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Since the right to strike is the ultimate weapon in collective bargain, the two
go together like love and marriage. Although the strike does not inevitably
accompany bargaining, its availability as an instrument of pressure is an important
condition of collective bargaining. Unions resort to it when all other techniques have
failed. Management and union negotiators reach agreement on the terms proposed
by one party and is considered to be more advantageous by the other party than
disagreement on those terms. Since a strike hurts management by stopping
production and workers by cutting off their wages, neither party is apt to reject
terms proposed by the other without serious considerations. Acceding to the
proposals of the other party usually involves a cost, but so does a strike which
may be brought on by refusing to accede. The two costs must be balanced.

As long as strike threatens greater loss to at least one of the parties if it
disagrees than if it agrees with the other’s demands, there is reason for them to
settle. Without such a threat they may continue to disagree indefinitely and never
bargain seriously. The right of management to disagree to union terms in the face
of strike threats is quite as important as the right of unions to use strikes to gain
concessions. Thus, though collective bargaining need not always result in strikes,
the possibility or threat of strikes is a necessary condition for collective bargaining.
As a matter of fact, public policy has encouraged collective bargaining partly in the
hope that the burden of strikes and their accompanying losses might be reduced.

5.3.5 Techniques of Collective Bargaining
Collective bargaining is a device of selling the services of union members in the
best possible market and at the highest possible price. Although trade unions insist
on preserving the free enterprise system and maintaining competitive controls in
labour markets, many of the techniques used in collective bargaining introduce
monopolistic factors into that process. Unions hope to develop and maintain a
monopoly of available labour supplies. Since unions have initiated and advanced
collective bargaining and since management has little to offer in the way of a positive
programme of demands, unions have done more to shape bargaining techniques
than managements.

Standardization is one such technique. It means the establishment of a uniform
minimum price for each class of work. Unions insist on the point that bargaining
can be effective only if workers in any one job are guaranteed a specified minimum
wage per piece or per month. The second technique is restriction of membership.
Unions seek to limit number of members in the union and to limit employment to
unionists. Under open union practice, anyone who is acceptable to the employer
is allowed to join the union. But under closed union practice, unions set such severe
conditions for membership that very few can qualify. As a result, unions have limited
the available labour supply in a given occupation to the present members of the
union. Unions may restrict membership by setting initiation fees at a high level, or
by imposing limitations based on sex, religion or nationality. The closed union
practice is anti-social and an undemocratic device. Thirdly, attempts are made to
ensure that only unionists get the available work and that employers do not have a
choice as to hire union members or non-members. To attain this end jurisdictional
limitations are imposed. Jurisdictions may be either industrial or geographic. Under
the system of industrial jurisdiction, all work of a certain type are allocated to the
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members of a certain union and under the system of geographic jurisdiction a
specific area is defined in which only the members of a specified local union may
be used for such work. These limitations are imposed as protection against the
competition of other unionists either in different trades or in the same trade in other
localities. Union power and control in the enforcement of jurisdictional limitations
is frequently exerted through picketing. By putting pickets at the entrance of the
offending establishment, the union makes the public aware of the union’s case. By
providing pickets the union prevents the employer from carrying on his normal
business activities. The major aim of the pickets is to prevent union members and
others from working, thus controlling the supply of labour. In all collective bargaining
the unions seek recognition which means an agreement with the employer by which
he recognizes the union as the representative of the employees. There are many
forms of recognition. The simplest form of recognition is that in which the union is
recognized as the representative of union members only.

The absence of any recognition is open shop. Under the open shop no
distinction is made between union members and those workers who are not
members. No collective bargaining exists because the employer does not recognize
any union as representative of employees. Under exclusive bargaining agent system,
management recognizes the union as an agent for its members and further agrees
that it will recognize no other union as the bargaining agent. In the preferential shop
form of recognition, the management will provide the first chance for employment
to union members. Under maintenance of membership form of recognition, all
employees who are members of the union must maintain their standing in the union
they are discharged. Under the union shop form of recognition, all employees must
be members of the union. The management may employ non-unionists, but they
must join the union when they become employees. Under the agency shop, all
employees in the bargaining unit must pay dues to the union recognized as the
bargaining agent although they do not have to join that union. Under the closed
shop, only union members are employed. This form of recognition provides the
greatest union control of labour supplies.

Sometimes, unions seek to control or limit the output of their members with
a view to putting pressure upon the management. Another collective bargaining
device through which the union seeks to limit supplies of labour is the boycott.
Unions refuse to work for the employers who do not come to terms with the union.

5.3.6 Collective Bargaining Process
The collective bargaining process provides a platform to establish a common set
of concepts and attitudes for both the parties. Collective bargaining is a rule-making
and goal-directed process. Yoder identifies two major phase of collective bargaining
process—the negotiation phase and the contract administration phase. The
negotiation phase involves the bargaining and establishment of contract terms, while
the contract administration relates to application and interpretation of these terms.

Negotiation is a process of advancing proposals, discussing and criticising
them, explaining and exploring their meaning and effects, seeking to secure their
acceptance and making counter-proposals or modifications for similar evaluation.
Negotiation may be positive or negative. In positive negotiation, the management
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tends to advance its own proposals, while in the negative procedure it waits to see
what the union will propose.

Contract administration relates to putting the signed agreement into effect.
Union officials and the industrial relations officers should interpret the items to all
participants in the organization.

Collective bargaining forms a rational process where the parties are
persuaded to change their original positions in the light of the facts and arguments
given by the opposite group. Attempts are made to resolve differences of opinion
by a thorough analysis and request for logical argument.

According to Dunlop and Healy, collective bargaining process involves three
elements — bargaining demands, the deadline or threat of strike or lockout and
changing positions to reach an agreement. Contract demands made by either group
are usually initiated by several individuals including union members and heads of
the departments. Frequently, conflicting issues are settled through a threat of strike
or lockout at the last minute. It may be due to the fact that both the groups were
far apart at the beginning of negotiations. The threat of strike or lockout compels
each group to re-examine its offers of settlement. The deadline also tends to remove
the element of bluff used in negotiations. Finally, the groups starting at divergent
points should change their positions if they intend to reach an agreement. Changing
position forms the heart of the collective bargaining process. At long last, the
memorandum agreement is reduced to contract language.

Major Clauses in Collective Agreements
The most frequently included subjects of collective agreements are as follows:
 Wage clause   The wage clause is usually the most important and the most

complicated clause in the agreement. The clause includes the basic wage
policy and specific wage agreements. If piece rates are to be paid, the system
to be followed must be clearly indicated. An escalator clause, if it exists, will
appear here.
 Recognition or Union security clause   The recognition clause defines

the status to be given to the union throughout the life of the agreement. It
may provide for a closed shop, union shop or any other variant of the union
security.
 Hours of work clause   Many agreements include clauses dealing with

working hours. Such clauses also deal with various shift arrangements, time
off allowed for meal, provisions for over-time, pay, provisions of holidays
and related details.
 Seniority clause   Seniority clause indicates the system of seniority to be

followed, the method of calculating seniority and the importance of seniority
rights in the matter of promotion, selection of vacation periods, choice of
shifts and other privileges.
 Other clauses   List of clauses mentioned above is not exhaustive. Many

other subjects, e.g., grievance procedure, leaves of absence, welfare funds,
shop rules, training of apprentices, disciplinary action, etc. may appear.
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Advantages
At the beginning, unions were considered as necessary evils, but in course of time,
a rationale for collective bargaining emerged which has been accepted by all. It is
argued that collective bargaining is a good anti-cyclical measure and that the
depression of the thirties was caused partly by the workers’ inability to organize
and bargain collectively and thus maintain their wage levels.

Secondly, collective bargaining has been considered as an extension of
democracy to the work-place. According to Sumner Slichter collective bargaining
establishes a system of ‘Industrial Jurisprudence.’ Industrial jurisprudence involves
the function of collective bargaining as a method of introducing civil rights into
industry ... of requiring that management be conducted by rule rather than by
arbitrary decision. Rules made jointly by employers and workers are much better
than those unilaterally imposed by employers on unions or by unions on employers.
Moreover, this form of rule making is considered superior to Government imposed
rules because it is more flexible. The people who experience the problems are in
a better position than anyone else to make the rules governing those problems.

Thirdly, the idea of participatory democracy has been accepted by many
employers as a force for social stability. By participating in the formulating of
working rules and joining political organizations, workers gain a stake in the system.
For this reason many employers support efforts to extend the so-called ‘free’ labour
movements to the developing countries. They feel that collective bargaining will
buffer the spread of revolutionary unionism in these countries. It is contended that
revolutionaries do not make much progress in countries with advanced collective
bargaining system.

Finally, collective bargaining is regarded as an equitable system because of
its equalized power between workers and employers. Government helped
employers gain power by permitting them to form corporate type of business
activities. So, it is only equitable to protect workers in their right to organize and
bargain collectively.

Disadvantages
Collective bargaining generates many problems. First, there is the problem of strikes.
The strike creates a dilemma for those who have accepted the institution of collective
bargaining because it is difficult to have collective bargaining without the right to
strike. At the same time strikes can inflict considerable damage on the public. Much
attention has been given to the problem of how to maintain collective bargaining
while preventing the damage that might be inflicted upon by the strikes. No effective
solution has been found as yet.

The second limitation of collective bargaining is that since it is based on power
and conflict, it does the most for the people who need it least. The stronger workers
in the labour market could protect their income of their skills while the weakest
workers in the workforce have very limited ability to form unions and hence are
unable to gain the benefits of collective bargaining.

Thirdly, collective bargaining does not contain sufficient safeguard for the
public interest, which might be ignored by collusion between strong unions and
employers to fix prices. In the USA, where collective bargaining is a feature of
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industrial relations, it is claimed that it has impeded the economy’s growth, imparted
an upward drift to the general price level and periodically imperiled the nation’s
health and safety.

5.3.7 Effects of Collective Bargaining
What effect has collective bargaining had on the income of union members? Has
collective bargaining enabled unions to obtain higher incomes for their members
than would otherwise have been the case? If one looks at the overall share of the
national income obtained by wage earners then the evidence is less than clear. A
number of authors have argued that over the century this proportion of the national
income allocated to wages has changed little. However, this does not necessarily
lead to the conclusion that collective bargaining has had no effect. For example, it
might be argued that without collective bargaining by unions, the share of the national
income devoted to wages would have dropped.

Collective bargaining is now widely accepted in the most industrialized
nations. Following are the reasons for the acceptance of collective bargaining:

Firstly, collective bargaining is the means by which a ‘normative system’ is
created for regulating industrial conflict and ensuring that it is kept within acceptable
bounds. Collective bargaining does not prevent industrial conflict, but it provides a
forum for discussion and a means for systematic social change in the working code
governing management–men relations. Secondly, collective bargaining enables
parties to a dispute, to view the situation dispassionately than might otherwise be
the case; it allows time to pause for thought and review the consequences of possible
courses of action. Thirdly, collective bargaining absorbs energy which otherwise
be more destructively directed. Thus, Harbison has argued that collective bargaining
provides a ‘drainage channel’ for worker dissatisfaction. Lastly, collective bargaining
by providing a forum for meetings between management and unions, can help to
facilitate improved relations and gradual change. It is argued that by collective
bargaining the frozen fruits of industrial conflict are thawed. If the representatives
of management and labour meet regularly for negotiations, gradual changes of social
structure replace the tendency towards revolutionary explosions and civil war.

Productivity Bargaining
A distinction is drawn between ‘conjunctive’ and ‘co-operative’ bargaining by
Chamberlain and Kuhun in their book, ‘Collective Bargaining’. Conjunctive
bargaining deals with matters over which the aims of employers and labour diverge.
Essentially, they are pulling each in a different direction. In the end, the parties may
recognize the need to compromise to enable the enterprise to continue in operation.
However, the resolution of divergent interests through conjunctive bargaining
provides a basis for operation of the enterprise and nothing more. The outcome of
conjunctive bargaining will depend on the relative bargaining power of the parties
concerned as coercion is the principal ingredient of conjunctive bargaining power.

The basis of co-operative bargaining is rather different, it is the fact that each
party is dependent on the other and can achieve its objectives more effectively if it
wins the support of the other. The aim of the bargain is not to persuade one party
to give up something but to persuade both parties to arrive at a mutual agreement.
The parties approach conjunctive bargaining with the realization that the better the
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performance of each, the better the joint performance. Further, each understands
that the better the joint performance, the greater the advantage for both.

Walton and McKersie, in their book, A Behaviourial Theory of Labour
Negotiations, have drawn a distinction between ‘distributive and integrative’
bargaining. Distributive bargaining is similar to conjunctive bargaining; it refers to
joint decisions for resolving conflicts of interests. Essentially it is a way of dividing
limited resources. On the other hand, integrative bargaining is similar to co-operative
bargaining; it refers to a joint problem-solving search process which results in
benefits for both sides.

In Britain co-operative bargaining has been discussed under the title
productivity bargaining. The essence of productivity bargaining is that management
and unions should reach an agreement about measures to be taken to increase
production. The essence of productivity bargaining is an agreement on the
appropriate level of wage increase and how any gains in productivity should be
shared.

Productivity bargaining is the process whereby improvements in the pay and
conditions of employees are negotiated in return for changes in work practices that
aimed at improving the organization’s effectiveness.

5.3.8 Collective Bargaining in India
Collective bargaining has not made much headway in India for a number of reasons.
Favourable conditions for the development of collective bargaining are not prevailing
in India. We do not have strong trade union movement in India. Second, there is
no parity of strength as between trade union and management. In India at the unit
level bipartitism and at the industry and notional level tripartitism prevails.

A host of laws prescribing labour-management behaviour have been enacted,
through such mechanisms as wage boards, statutory fixation of wages, payment
of bonus and other employment conditions the scope of collective bargaining has
been severely curtailed.

The following steps should be taken to make collective bargaining more
effective in India.

1. Trade union movement should be strengthened.
2. Compulsory adjudication of disputes should be abolished.
3. One union in one industry should be encouraged.
4. Compulsory recognition of representative union is necessary.
5. Government should encourage the parties to settle their disputes through

bipartitism.

Check Your Progress

7. What is collective bargaining?
8. State any one characteristic of collective bargaining.
9. What are a sit-down strike and a slowdown strike?

10. What is standardization?
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5.4 EMPLOYEE GRIEVANCES AND
DISCIPLINE

Every employee has certain expectations which he thinks must be fulfilled by the
organization he is working for. When the organization fails to do this, he develops
a feeling of discontent. Broadly speaking, grievance is any real or imaginary feeling
of dissatisfaction and injustice that an employee has about his employment
relationship. Effective grievance management is an important and integral part of
human resource management. If an individual’s grievances remain unattended and
unresolved, they will become collective disputes.

The concept of grievance has been defined in several ways by different
scholars. According to Dale Bearch, ‘grievance is any dissatisfaction or feeling of
injustice in connection with one’s employment situation that is brought to the attention
of the management.’

Flippo defined it as ‘a type of discontent which must always be expressed.
A grievance is usually more formal in character than a complaint. It can be valid or
ridiculous, and must grow out of something connected with company operations
or policy it must involve interpretation of application of the provisions of the labour
contract.’

Grievances give rise to unhappiness, frustration, discontent, indifference to
work and poor morale and ultimately lead to inefficiency and low productivity. An
HR manager should therefore, see to it that grievances, are redressed at the earliest.

5.4.1 Features of Grievance
An analysis of the above-mentioned definitions reveals the following features. They
are:

1. A grievance refers to any form of discontent or dissatisfaction with any aspect
of the organization.

2. The dissatisfaction must arise out of employment and not from personal or
family problems.

3. The dissatisfaction may be expressed or implied. Expressed grievances are
comparatively easy to recognize and are manifested in several ways, e.g.,
gossiping, active criticism, argumentation, poor workmanship, and so on,
unexpressed grievances are indicated by indifference to work, daydreaming,
absenteeism, tardiness and so on.

4. The discontent may be valid, legitimate and rational or untrue and irrational
or completely ludicrous. The point is that when a grievance held by an
employee comes to the notice of the management, it cannot usually dismiss
it as irrational or untrue.

5. A grievance is traceable to perceived non-fulfilment of one’s expectations
from the organization.

6. A grievance arises only when an employee feels that injustice has been done
to him.
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7. If not redressed in time, grievances tend to lower morale and productivity
of employees.

5.4.2 Understanding Employee Grievance
The best approach towards grievances is to anticipate them and take steps to tackle
them before they assume dangerous proportions. An ordinary manager redresses
grievances as and when they arise. An excellent manager anticipates and prevents
them. A manager can know about the simmering grievances even before they turn
into actual grievances through several means. They are as follows:

1. Observations: If an employee does not get along with his colleagues, is
not punctual in delivering the goods and is careless and mishandles the
properties of his workplace then the supervisor takes note of such behaviour
and quickly report it to the management.

2. Opinion surveys: A company may conduct periodical surveys to know the
views of its workmen on the organization’s policies. Group meetings,
periodical interviews with workers and collective bargaining sessions are also
helpful in knowing employee discontent before it becomes a grievance.

3. Gripe boxes: If a worker is resentful of the company’s policies but does
not want to voice his grievances openly then he can drop a written complaint
in a gripe box. For the sake of anonymity he need not mention his name and
designation on the written complaint. Since the identity of the workman
remains unrevealed he can express himself freely. Such gripe boxes should
be kept prominent locations in the factory.

4. Exit interview: Exit interviews must be conducted when employees leave
the company. Exit interviews should be conducted with precision to know
why the employee is leaving the organization. By conducting such interviews
the organization can gauge the workers’ grievances. The employee must be
encouraged to express his opinion regarding the organization freely and
frankly. In case the company cannot elicit such information because of the
employees’ reluctance to speak truthfully he should be provided with a
questionnaire and his dues must be given only after he has filled up the same.

5. Grievance procedure: A company should have an organized and planned
grievance redressal system which the employees can use to express their
grievances. Management must persuade the employees to use it because if
this does not happen then the pent up complaints whenever they have
anything to say. In the absence of such a mechanism the pent up grievances
of the employees may erupt some day for the management to sit up and take
notice.

6. Open door policy: Some organizations extend a general invitation to their
employees to informally drop in the manager’s room any time and talk over
their grievances. The manager can crosscheck the details of the complaint
through various means at his disposal. This policy is useful in keeping in touch
with employees’ feelings. At first glance, this policy may appear very attractive
but it has the following limitations:

(i) This policy is workable only in very small organizations.
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(ii) The frontline supervisor is bypassed.
(iii) Top management is unfamiliar with the work situation.
(iv) The doors may be physically opened but psychological and social

barriers prevent employees from actually entering them.

5.4.3 Need for a Grievance Handling Procedure
Without an analysis of their nature and pattern, the causes of employee
dissatisfaction cannot be removed. The HR manager should help the top
management and line managers, particularly foremen and supervisors, in the
formulation and implementation of the policies, programmes and procedures which
would best enable them to handle employees’ grievances. These policies,
programmes and procedures are generally known as the grievance redressal
procedure. The grievance redressal procedure is a device by which grievances are
settled, generally to the satisfaction of the trade union or the employees and the
management. The adoption of the grievance handling procedure is essential for a
variety of reasons. These are given in Table 5.1.

Table 5.1 Reasons for Adoption of a Grievance Handling Procedure

1. Most grievances seriously disturb the employees. This may affect their
morale, productivity and their willingness to cooperate with the organization.
If an explosive situation develops, this can be promptly attended to if a
grievance handling procedure is already in existence.

2. It is not possible that all the complaints of the employees would be settled
by first-line supervisors, for these supervisors may not have had a proper
training for the purpose, and they may lack authority. Moreover, there may
be personality conflicts and other causes as well.

3. It serves as a check on the arbitrary action of the management because
supervisors know that employees are likely to see to it that their protest
does reach higher management.

4. It serves as an outlet for employee gripes, discontent and frustrations. It
acts like a pressure valve on a steam boiler. The employees are entitled to
legislative, executive and judicial protection and they get this protection
from the grievance redressal procedure, which also acts as a means of
upward communication. The top management becomes increasingly aware
of employee problems, expectations and frustrations. It becomes sensitive
to their needs, and cares for their well-being. This is why the management,
while formulating plans that might affect the employees — for example,
plant expansion or modification, the installation of labour-saving devices,
and so on, should take into consideration the impact that such plans might
have on the employees.

5. The management has complete authority to operate the business as it sees
fit – subject , of course to its legal and moral obligations, and the contracts
it has entered into with its workers or their representative trade union.
However, if the trade union or the employees do not like the way the
management functions, they can submit their grievance in accordance with
the procedure laid down for that purpose.

Source: C.B. Mamoria and S.V. Gankar, Personnel Management Text and Cases. Bombay:
Himalaya Publishing House, 2001, pp. 745–46.
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According to T.O. Amstrong, a well-designed and a proper grievance procedure
provides:

1. A channel or avenue by which any aggrieved employee may present his
grievance.

2. A procedure which ensures that there will be a systematic handling of every
grievance.

3. A method by which an aggrieved employee can relieve his feelings of
dissatisfaction with his job, working conditions or with the management.

4. A means of ensuring that there is some measure of promptness in the handling
of the grievance.

5.4.4 Nature and Causes of Grievances
Just about any factor involving wages, hours or conditions of employment has and
can be used as the basis of grievance. Calhoon observes ‘Grievances exist in the
minds of individuals, are produced and dissipated by situations, are fostered or
healed by group pressures, are adjusted or made worse by supervisors, and are
nourished or dissolved by the climate in the organization which is affected by all
the above factors and by the management.’

Causes of grievances relate to interpretation of all personnel policies. National
Commission on Labour states, ‘complaints affecting one or more individual workers
in respect of their wage payments, overtime, leave, transfer, promotion, seniority,
work assignment and discharge would constitute grievances’. The causes of
grievances include the interpretation of areas like placement, transfer, promotion,
and so on.

 P.C. Tripathi has broadly classified the causes of grievance in the following
categories, as given in Table 5.2.

Table 5.2 Causes of Grievance

(a) Grievance Resulting from Working Conditions:

 Improper matching of the worker with the job
 Changes in schedules or procedures
 Non-availability of proper tools, machines and equipment for doing the job
 Tight production standards
 Bad physical conditions of workplace
 Failure to maintain proper discipline (excessive discipline or lack of it, both

are equally harmful)
 Poor relationship with the supervisor

(b) Grievance Resulting from Management policy:
 Wages payment and job rates
 Leave
 Overtime
 Seniority
 Transfer
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 Promotion, demotion and discharges
 Lack of career planning and employment development plan
 Hostility toward a labour union

(c ) Grievance Resulting from Alleged Violation of:
 The collective bargaining agreement
 Central or State Laws
 Past practices
 Company rules
 Management’s responsibility

(d) Grievance resulting from personal maladjustment:
 Over-ambition
 Excessive self-esteem

 Impractical attitude to life, etc.

Source: P.C. Tripathi, Personnel Management and Industrial Relations. New Delhi: Sultan
Chand and Sons, 1999, p. 365.

Preconditions for Sound Grievance Handling
The efficiency of a grievance procedure depends upon the fulfilment of certain
prerequisites. These are as follows:

(i) Conformity with prevailing legislation: The procedure should be in
conformity with the existing law. It should be designed to supplement the
statutory provisions. In other words, the existing grievance machinery as
provided by law must be made use of. The procedure may be incorporated
in the standing orders or collective bargaining agreement of the organization.

(ii) Acceptability: The grievance procedure must be acceptable to all and
should, therefore, be developed with mutual consultation among
management, workers and the union.

(iii) Clarity: There should be clarity regarding each and every aspect of the
grievance procedure. An aggrieved employee must be informed about the
person to whom a representation can be made, the form of submission
(written or oral), the time limit for the redressal of grievance, and so on.

(iv) Promptness: The grievance procedure must aim at speedy redressal of
grievances. The promptness with which a grievance is processed adds
further to the success of the grievance procedure. Since justice delayed is
justice denied, the procedure should aim at rapid disposal of the grievances.
Promptness can be ensured in the following ways:

(a) As far as possible the grievance should be settled at the lowest level.
(b) There should be only one appeal.
(c) Time limit should be prescribed and rigidly enforced at each level.
(d) Different types of grievances may be referred to appropriate authorities.

(v) Simplicity: The grievance procedure should be simple. The procedure
should consist of as few steps as possible. If there are too many stages in
the procedure, too many forms to be filled up, too much going around and
so on, the very purpose of the procedure is defeated. Instead of resorting
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to the formal procedure, an employee may ignore it. Information about the
procedure should be communicated to the employees.

(vi) Training: The success of the procedure also depends upon imparting
training to the supervisors and union representative in handling grievances.
This will help to ensure effective working of the grievance procedure.

(vii) Follow up: The working of the grievance procedure should be reviewed at
periodical intervals by the HR department. The department should
periodically review the procedure and introduce the essential structural
changes making it more effective.

5.4.5 Basic Elements of a Grievance Handling
Procedure

C.B. Mamoria and S.V. Gankar have some basic elements of a grievance redressal
procedure. They are given in Table 5.3.

Table 5.3 Basic Elements of a Grievance Handling Procedure

1. The existence of a sound channel through which a grievance may pass for
redressal if the previous stage or channel has been found to be inadequate,
unsatisfactory or unacceptable. This stage may comprise three, four or five sub
stages.

2. The procedure should be simple, definite and prompt, for any complexity or
vagueness or delay may lead to an aggravation of the dissatisfaction of the
aggrieved employee.

3. The steps in handling a grievance should be clearly defined. These should
comprise

(a) Receiving and defining the nature of the grievance;
(b) Getting at the relevant facts about the grievance;
(c) Analysing the facts, after taking into consideration the economic, social,

psychological and legal issues involved in them;
(d) Taking an appropriate decision about the aggrieved employee;
(e) Communicating the decision to the aggrieved employee.

4. Whatever the decision, it should be followed up in order that the reaction to the
decision may be known and in order to determine whether the issue has been
closed or not.

Source: C.B. Mamoria and S.V. Gankar, Personnel Management: Text and Cases. Bombay:
Himalaya Publishing House, 2001, pp. 749–50.

5.4.6 Steps in Grievance Handling
A grievance procedure is a formal process which is preliminary to an arbitration
which enables the parties involved to attempt to resolve their differences in a
peaceful, orderly and expeditious manner.

The Code of Discipline adopted by the Indian Labour Conference in 1957
laid down that the management and unions should establish, upon a mutually agreed
basis, grievance procedure which would ensure a speedy and full investigation
leading to a settlement. At present, the Model Grievance Procedure in India
provides for five successive time bound steps, each leading to the next unless the
aggrieved employee prefers an appeal (see Table 5.4). These steps are as follows:
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Table 5.4 Grievance Handling Procedure Suggested by Indian
Institute of Personnel Management

1. In the first instance, the grievance should be settled at the lowest level, that is,
the employee should raise his grievance with his immediate superior.

2. It should be made clear to the employee that he may appeal if he does not get
satisfaction from his immediate superior. He should know who the next person in
the echelon of management is to whom he should refer his grievance.

3. The grievance should be speedily dealt with.
4. If the grievance is against any instructions issued by the superior, the employee

should clearly understand that in the interest of discipline, the instructions must
first be carried out before the grievance can be considered and decided upon. It
is only when this has been done that the employer will register his protest and set
the grievance handling procedure in motion.

5. It should be clearly understood by the employee that there will be no recourse to
any official machinery till the grievance redressal procedure has been set in the
motion and that in the event the employee is still dissatisfied, there will be no
direct action by either party which might prejudice the case or raise doubts while
the grievance is being investigated.

Source: Indian Institute of Personnel Management’s Personnel Management in India, 1973
pp. 188–89.

Step I: The aggrieved employee verbally explains his grievance to his immediate
supervisor or in a conference or a discussion specifically arranged for the purpose.
The employee seeks satisfaction from his supervisor. The supervisor must give his
answer within forty-eight hours of the presentation of the complaint. The grievance
can be settled if the supervisor has been properly trained for the purpose, and if he
adheres strictly to a basic problem-solving method.
Step II:The second step begins when the grievance is not settled by the supervisor.
If the employee does not receive an answer within the stipulated time or he is not
satisfied with the answer, he shall either in person or with his departmental
representative present his grievance to the head of the department designated for
this purpose. The head of the department is generally the chief business manager,
a superintendent or an industrial relations officer who goes into the grievance and
gives his decision on the matter. He is required to furnish his answer within three
days of the presentation of the grievance.
Step III: If the employee is not satisfied with the answer, he can approach the
grievance committee which shall evaluate the case and make its recommendations
to management within seven days of presentation of the case. The grievance
committee is composed of some fellow-employees, the shop steward or a
combination of union and management representatives. The committee may suggest
any one of the possible solutions:

o It may call upon the grievant to accept the employer’s proposed settlement.
o It may advise him that the trade union will not press for anything more than

has already been suggested.
o In some cases, it may recommend that the issue be submitted for arbitration.
o The employee would be informed about the recommendation with three days.
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Step IV: If the committee fails to a take decision within the stipulated period or if
the employee is not satisfied with the decision, he can make an appeal for revision
to management. Management is supposed to communicate its decision within seven
days of the worker’s revised petition.
Step V: If the employee is dissatisfied with the management’s decision, union and
management may refer the grievance for voluntary arbitration within a week of the
receipt of management’s decision by the aggrieved employee. The parties may agree
beforehand that the arbitrator’s award will be final and binding on both the parties.
Figure 5.1 shows the five-step grievance handling procedure.

Fig. 5.1 Grievance Handling Procedure

5.4.7 Benefits of Grievance Handling
Grievances are natural in any organization. These should be solved as early as
possible, otherwise they can create serious problems for the organization. The
benefits of a good grievance procedure are as follows:

1. It brings grievances into the open so that management can learn about them
and try to settle them.

2. It helps management to solve a grievance before it becomes a dispute.
3. It provides the workers a formal opportunity for expressing their fears,

anxiety and dissatisfaction.
4. It provides employees a formalized means of emotional release for their

dissatisfactions. It thus builds within them a sense of emotional security.
5. It helps to maintain cordial relations in the industry by enabling both the parties

to settle the grievances to their mutual satisfaction.
6. Management knows that its arbitrary and biased action can be reviewed

and challenged and, therefore, becomes more careful when dealing with its
subordinates.
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7. It enables the management to know the attitudes and feeling of employees
regarding rules and practices of the organization, this helps them to frame
rules which are more acceptable to the workers.

5.4.8 Grievance Management in Indian Industry
In Indian industry, adequate attention has not been paid to the settlement of
grievances. Legislative framework deals only indirectly with the redressal of
individual grievances. At present, there are three legislations dealing with grievances
of employees working in industries. They are:

1. The Industrial Employment (Standing Orders) Act, 1946
2. The Factories Act, 1948
3. The Industrial Disputes Act, 1947

The Industrial Employment (Standing Orders) Act, 1946: Requires that every
establishment employing 100 or more workers should frame standing orders. These
should contain, among other things, a provision for redressal of grievances of
workers against unfair treatment and wrongful exactions by the employer or his
agents.
The Industrial Disputes Act, 1947: The Industrial Disputes Act provides:

1. The employer in relation to every industrial establishment in which 50 or more
workmen are employed shall provide for a grievance settlement authority.

2. When an industrial dispute connected with an individual workman arises in
an establishment referred to above, a workman or any trade union of
workmen of which such workman is a member may refer such dispute to
the grievance settlement authority for settlement.

3. The grievance settlement authority shall follow such procedure and complete
its proceedings within such period as may be prescribed.

4. No reference shall be made to boards, courts or tribunals of any dispute
referred to in this section unless such dispute has been referred to the
grievance settlement.

Authority concerned and the decision of the authority is not acceptable to any of
the parties to the dispute.

Under Section 2–A of the Industrial Disputes Act (which was added to the
Act by an amendment made in 1965), the term ‘industrial dispute’ includes all
differences between an industrial workman and his employer connected with
organizing out of his discharge, dismissal, retrenchment or termination not
withstanding that no other workman nor any union or workman is a party to dispute.
The effect of this provision is that the industrial grievances of a worker of the kind
noted above can in future pass through the settlement machinery that has been
provided for under the Act.

The Factories Act, 1948
The Factories Act, 1948 provides for the appointment of a welfare officer in every
factory ordinarily employing 500 or more workers. These welfare officers also look
after the complaints and grievance of workers. However, these provisions are not
helpful due to the dual role that these officers are called upon to play.
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5.4.9 Discipline
According to Earl R Brmablatt, ‘Discipline in the broadest sense means orderliness,
the opposite of confusion. It does mean a strict and technical observance of rigid
rules and regulations. It simply means working, co-operating and behaving in a
normal and orderly way, as any responsible person would expect an employee to
do’.

According to Richard D Calhoon, Discipline is defined as ‘a force that
prompts individuals or groups to observe the rules, regulations and procedures
which are deemed to be necessary for the effective functioning of an organization’.

According to Dr. Spriegel, ‘Discipline is the force that prompts an individual
or a group to observe the rules, regulations and procedures which are deemed to
be necessary to the attainment of an objective; it is force or fear of force which
restrains an individual or a group from doing things which are deemed to be
destructive of group objectives. It is also the exercise of restraint or the enforcement
of penalties for the violation of group regulations’.

In the words of Ordway Tead, ‘Discipline is the orderly conduct of affairs
by the members of an organization who adhere to its necessary regulations because
they desire to cooperate harmoniously in forwarding the end which the group has
in view, and willingly recognize that, to do this, their wishes must be brought into a
reasonable unison with the requirements of the group in action’.

According to Jucius, ‘Discipline, used as a known and preceded by the
adjective ‘good’ means that the worker willingly abides by company rules and
executes orders.

Disciplinary action or to ‘discipline’ means that steps are taken to correct
disobedience and if possible its cause’.

Webster’s Dictionary gives three meanings of the word discipline, ‘First, it
is the training that corrects, moulds, strengthens or perfects. Second, it is the control
gained by enforcing obedience. The third meaning is punishing’.

From the above mentioned definitions of ‘discipline’, we can understand that
the term means conformity and willingness to work for the objectives of the
organization, it has to come from within, though at times it may have to be imposed
by an external agency. The purpose of this imposed disciplinary process is the
development and furtherance of the type of performance from the individual worker
that will be conducive to the achievement of organization goals. Discipline is not a
glamorous term. It is viewed with fear and suspicion in organizations. The multiple
explanation advanced by different experts in the field have only added to the
prevailing confusion.

5.4.10 Causes of Indiscipline
Indiscipline means disorderliness, insubordination and not following the rules and
regulations of an organization. It is very difficult to prepare an exhaustive list of the
reasons which lead employees to indiscipline. In fact, a number of social, economic,
cultural and political reasons contribute to indiscipline in an organization. In an
organization the parties responsible for indiscipline are workers and their unions
and the management. Politicized trade union leadership in India encourages and
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instigates indiscipline. Intra-union rivalry and inter-union rivalry are also major causes
of indiscipline. Similarly, management tactics like deliberate delay in discipline
procedure, concealed penalties such as transfer to an inconvenient place at a short
notice, maintenance of confidential reports etc., are responsible for indiscipline.
C.B. Mamoria and S. V Gankar have stated the major causes of indiscipline. This
is given in Table 5.5.

Table 5.5 Causes of Indiscipline

1. Non-placement of the right person on the right job which is suitable for his
qualifications, experience and training.

2. Undesirable behaviour of senior officials, who may have set a pattern of behaviour
which they expect their subordinates to follow; but their expectations are often
belied, and an infringement of rules follows.

3. Faulty evaluations of persons and situations by executives lead to favouritism,
which generates undisciplined behaviour.

 4. Lack of upward communication, as a result of which the thoughts, feelings and
reactions of employees cannot be conveyed to the top management. This may
lead to aggressive or rebellious behaviour.

 5. Leadership which is weak, flexible, incompetent and distrustful of subordinates
is often an instrument which makes for the creation of indiscipline among the
employees, particularly when a decision is taken in haste and withdrawn under
pressure.

 6. Defective supervision and an absence of good supervisors who know good
techniques, who are in a position to appreciate critically the efforts of their
subordinates, who can listen patiently to them, who are capable of giving definite
and specific instructions, and who believe in correcting their men rather than in
uprooting them.

7. Lack of properly drawn rules and regulations, or the existence of rules and
regulations which are so impracticable that they cannot be observed; and the
absence of service manuals and a code of behaviour.

 8. The ‘divide and rule’ policy of the management, as a result of which friction and
misunderstanding are created among the employees which destroy the team spirit.

 9. Illiteracy and low intellectual level of workers as well as their social background;
for example, there may be indebtedness, drinking habits, casteism and other social
evils from which an employee may suffer.

10. Worker’s reactions to the rigidity and multiplicity of rules and their improper
interpretation.

11. Workers’ personal problems, their fears, apprehensions, hopes and aspirations;
and their lack of confidence in, and their inability to adjust with their superiors
and equals.

12. Intolerably bad working conditions.
13. Inborn tendencies to flout rules.
14. Absence of enlightened, sympathetic and scientific management.
15. Errors of judgement on the part of the supervisor or top management.
16. Discrimination based on caste, colour, creed, sex, language and place in matters

of selection, promotion, transfer, placement and discrimination in imposing
penalties and handing out rewards.

17. Undesirable management practices, policies and activities aiming at the control
of workers; e.g. employment of spies, undue harassment of workers with a view
to creating a fear complex among them, and the autocratic attitude of supervisors
towards their subordinates.
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18. Improper co-ordination, delegation of authority and fixing of responsibility.
19. Physiological and sociological reasons, including misunderstanding, rivalry and

distrust among workers and supervisors, an absence of fellow-feeling, a
widespread sense of injustice or apathy on the part of the management.

Source: C.B. MAMORIA and S.V. GANKAR ‘Personnel Management Text and Cases’,
Himalaya Publishing House, Mumbai, 2001.

From the above comprehensive list of the causes of indiscipline, it is mostly
noncooperation that results in indiscipline. Various factors like social, economic,
political and cultural issues also play a significant role in causing indiscipline. Henry
Fayol observed that, ‘discipline is what the leaders make it’. Many a time
indiscipline is due to managerial faults, lapses, thoughtless words, and deeds and
poor management.

5.4.11 Causes/Aspects of Discipline
There are two aspects of discipline. They are:

1. Positive aspect:Employee complies with rules not out of fear of punishment
but out of an inherent desire to co-operate and achieve goals. Where two-
way communication, clear goals and effective leadership mark the
organizational climate, employees need not be undisciplined in the traditional
way. This type of approach is called positive approach or constructive
discipline or self-discipline. According to Spriegel, ‘positive discipline enables
an employee to have a greater freedom in that he enjoys a greater degree of
self-expression in striving to achieve the group objective, which he identifies
as his own’.

2. Negative aspect: Employees sometimes do not believe in and support
discipline. As such, they do not adhere to rules, regulations and desired
standard of behaviour. In fact, disciplinary programme forces and constraints
the employees to obey orders and function in accordance with set rules and
regulations through warnings, penalties and other forms of punishment. This
approach to discipline is called negative approach or corrective approach
or punitive approach. Negative or punitive discipline is one in which
management has to exert pressure or holdout threats by imposing penalties
on wrongdoers. When this pressure becomes increasingly severe each time
a man is undisciplined, it is called ‘progressive’ or ‘corrective’ discipline.
The fear of punishment puts the employee back on rails. According to
Spriegel, ‘Discipline is the force that prompts an individual or a group to
observe the rules, regulations and procedures which are deemed to be
necessary to the attainment of an objective’.
Negative discipline connotes that personnel are forced to observe rules and
regulations on account of fear or reprimand, fine, demotion, or transfer. But
these are helpful in extracting just minimum standard of work from the
employees since they work on account of fear. In contrast, if the authority is
exercised arbitrarily, or if rules of conduct are unreasonable or if employees
do not have a sense of adhering to the rules and regulations, discipline is
threatened and if it is prolonged, it affects the organizational health. Any
programme of discipline will be effective and successful only when it is used
to supplement and strengthen self-discipline.



Unions and
Management

NOTES

Self - Learning
270 Material

V.S.P Rao summarizes the differences between the two approaches as given
in Table 5.6.

Table 5.6 Differences between Positive and Negative Discipline

Objectives of Discipline
The objectives of discipline are:

1. To gain willing acceptance of the rules, regulations, standards and procedures
of the organization from the employees.

2. To develop the feeling of co-operation among the workers.
3. To develop a sense of tolerance and respect for human dignity.
4. To give and seek direction and responsibility.

5.4.12 Essentials of a Good Disciplinary System
While punitive discipline or punishment may sometimes be ineffective in changing
behaviour or may produce unwanted by-products, there is nevertheless
considerable evidence that punishment can be an effective tool under certain
conditions. The principles of industrial discipline to ensure a good disciplinary system
are given below:

1. Knowledge of rules:The employees (both supervisor and the worker) must
be informed clearly about what constitutes good behaviour and the rewards
that may emanate from it. For this purpose, the organization should develop
a code of discipline in co-operation with the workers. This code should
contain in writing the rules, regulations and procedures considered necessary
to maintain discipline. These must be known to all concerned along with the
punishment for their violations. Code of discipline should be published in
employee handbook.

2. Prompt action:All violations and misconducts should be promptly enquired
into. When the penalty is imposed immediately after the misconduct, the
offender identifies the punishment with the act he has committed. Accordingly,
the subordinate attempts to avoid the violation in future. The principle
followed here is ‘strike the iron when it is hot’. The greater the delay, the
more one forgets and the more one feels that punishment is not deserved.

3. Fair action: All acts of indiscipline should be punished consistently and
uniformly. All persons should receive the same punishment for the same
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offence. If different rules were applied to different persons, management
would be accused of favouritism. An action in order to be fair must possess
the following characteristics:

(i) All violations – big and small – should be duly punished.
(ii) All individuals should receive equal punishment for similar equal

indiscipline.
(iii) Inconsistent behaviour of management leads to uncertainty in the minds

of subordinates. Discipline should be uniformly enforced at all times.
(iv) The alleged violation should be fully inquired into.
(v) The employee should always be given an opportunity to explain his

action.
(vi) The burden of proving the violation always lies on the management.

4. Well-defined procedure: The procedure to be used for disciplinary action
should be clearly laid down. Definite and precise provisions for appeal and
review of all disciplinary actions should be provided for. It should include
the following steps:

(i) The supervisor must assure himself that some violation of the rules has
taken place.

(ii) The supervisor should state precisely and objectively the nature of the
alleged violation.

(iii) The supervisor should then proceed to gather full facts about the case
and maintain proper records.

(iv) The appropriateness of a disciplinary action should be decided in terms
of its effectiveness in correcting the employee.

(v) The accused employee should have the right to appeal to higher
authorities.

5. Constructive approach:The disciplinary system should be as far as possible
preventive rather than punitive. Focus should be on preventing violations
rather than on administering penalties. The immediate line supervisor should
carry out disciplinary action. The employee should be told not only the reason
for the action against him but also how he can avoid such penalties in future.

Self-discipline is the best form of discipline and management should encourage such
sense of discipline among employees. After taking the disciplinary action, the
supervisor must assume a normal attitude towards the worker.

Hot-Stove Rule
Disciplinary action against a delinquent employee is painful and generates
resentment on his part. Hence, a question arises as to how to impose discipline
without generating resentment? According to Douglas McGregor, this is possible
through what he called the ‘Red Hot Stove Rule’.

According to McGregor, ‘hot stove rule’ implies that if the rules and penalties
are clear and well understood, a violation produces some natural consequences.
Just as the penalty for touching the stove is immediate, i.e., the burning of fingers
occurs at once, so in a sound disciplinary system, the penalty for the violation should
be immediate, almost automatic. Disciplinary action delay can do positive harm to
the organization and affect the morale of other workers who are law abiding.
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The ‘red hot stove’ rule is based on an analogy between touching a red-hot stove
and violating rules of discipline. When a person touches a hot stove,

1. Immediate: The burn is immediate. If disciplinary action is to be taken, it
must be taken immediately so that the individual will understand the reason
for it.

2. Warning: He has a warning, as he knew that he would get burnt if he touches
it. In fact as you move closer to the hot stove you are warned by its heat
that you will be burned if you touch it.

3. Consistent: Everyone who touches a red-hot stove would be burned.
4. Impersonal: A person is burned because he touched the stove and not

because of who he is.
5. Commensurate: The effect is commensurate with the gravity of

misconducts. A person who repeatedly touches the hot stove is burned every
time he touches it.

5.4.13 Code of Discipline
This code was formulated after a great deal of discussion on the recommendations
of the Indian Labour conference (9th session) held in New Delhi in July 1957. The
conference discussed the question of discipline in Indian industries and laid down
certain principles governing it. These were:

1. There should be no lock-outs or strikes without due notice.
2. No unilateral action should be taken in connection with any industrial matter.
3. There should be no recourse to go-slow tactics.
4. No deliberate damage should be caused to plant or property.
5. The existing machinery for the settlement of disputes should be utilised.
6. Acts of violence, coercion, intimidation or incitement should not be indulged

in.
7. Awards and agreement, which are likely to destroy cordial industrial relations,

should be avoided.
8. Any agreement, which is likely to destroy cordial industrial relations, should

be avoided.

Basic Features of the Code
The code voluntarily binds the employers and workers to settle all grievances and
disputes by mutual negotiations, conciliation and voluntary arbitration. The main
features of the code are given in Table 5.7.

Table 5.7 Code of Discipline

1. Both employers and employees should recognise the rights and responsibilities
of each other and should willingly discharge their respective obligations. There
should be no unilateral action on either side.

2. There should be no strike or lockout without proper notice and efforts should be
made to settle all disputes though the existing machinery for the settlement of
industrial disputes.
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3. Neither party will have recourse to coercion, intimidation, litigation and
victimisation but will settle all differences by mutual negotiations, conciliation
and voluntary arbitration.

4. A mutually agreed grievance procedure will be set up and both the parties will
abide by it without taking arbitrary action.

5.  Both employers and trade unions will educate their members regarding their mutual
obligations.

6. Management will not increase work loads without prior agreement or settlement
with the workers.

7. Employers will take prompt action for the settlement of grievances and for the
implementation of all awards and agreements.

8. Management will take immediate action against all officers found guilty of
provoking indiscipline among workers.

9. The employers will provide all facilities for the unfettered growth of trade unions.
They will recognise unions according to the criteria laid down in the code. They
will discourage the use of unfair labour practices like victimization of members of
recognized trade unions.

10. Unions will avoid demonstrations, rowdiness and all forms of physical duress
and workers will not indulge in union activities during working hours.

11. Unions will discourage negligence of duty, damage to property, careless operation,
go-slow tactics, insubordination and other unfair labour practices on the part of
workers. They will also take action against their office bearers and members who
work against the spirit of the code.
 Thus, the code of discipline consists of three sets of principles, mainly,
(a) obligations to be observed by management, (b) obligations to be observed by
trade unions, and (c) principles binding on both the parties.

Source: Dr. C.B. Gupta ‘Human Resource Management’ Sultan Chand and Sons, New Delhi
(2000), pages 7.14–7.15

Kinds of Punishment/Penalties
For various types of misconduct, there are various types of punishments/penalties.
These punishments/penalties can be divided into major penalties and minor penalties.
Table 5.8 lists the kinds of penalties.

Table 5.8 Kinds of Punishment/Penalties

Minor Penalties
It is a mild form of disciplinary action. This punishment is generally given for some
minor offences. The types of penalties, which are set below are in the ascending
order of their severity.
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1. Oral reprimand: This is the mildest form of disciplinary action. The issue
of reprimand does not involve loss of status or wages. As people
(subordinates) invariably value the social approval of their actions by their
superiors and fellow beings, a reprimand is generally effective in correcting
subordinates. Oral reprimand should be used sparingly; otherwise it will not
produce any effect on the subordinate.

2. Written reprimand:When oral reprimand proves to be ineffective and the
workers continue with the misconduct, it becomes necessary to issue a
written reprimand and to bring into record the misconduct. A written
reprimand may state that certain privileges would be withheld or withdrawn
if the subordinate continues with his present conduct.

3. Loss of privileges: For such offences as tardiness or leaving work without
permission, the employee may be put to loss of various privileges such as
good job assignments, right to select machine or other equipment and
freedom of movement about the workplace or company.

4. Fines: Means a deduction from the remuneration of the employee by way
of punishment.

5. Punitive suspension: Punitive suspension is inflicted on the workman as a
punishment for some misconduct. Under punitive suspension an employee
is prohibited from performing the duties assigned to him and his wages are
withheld for so long as the prohibition subsists.

Major Penalties
It is a severe form of disciplinary action initiated against the workmen. It is given
for some major offences. The various forms of major punishments are given below.

1. Withholding of increments:Withholding annual increment of an employee
in a graded scale is a major punishment. The cumulative effect of losing an
increment is considerable. It is equal to
The amount of increment X 12 X the number of years of service still remaining.

2. Demotion:Demotion implies condemnation of the employee as being unfit
for the position occupied by him. It should not be used as a penalty if the
employee is properly qualified for the present assignment. Demotion should
be used only in a case where an employee does not meet present job
requirement.

3. Discharge: The term ‘discharge’ is used to denote removal of an employee
from service by way of punishment. But no stigma is attached to the
expression ‘discharge’. Hence, it is not a disqualification for future
employment.

4. Dismissal: Also referred to as industrial capital punishment, dismissal is the
ultimate penalty, which is rarely resorted to nowadays. Through discharge
and dismissal both have the same result i.e., termination of service of the
employee, dismissal is a more severe punishment. There is a stigma attached
to the expression “dismissal” which makes it a disqualification for future
employment.
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Industrial Employment (standing orders) Act, 1946
Prior to the passing of this Act, conditions of employment obtaining in several
industrial establishments were governed by contracts between the employers and
their employees. There was nothing in law to prevent an employer from entering
into different contracts of employment with different workers of the same category.
This led to confusion and made discriminatory treatment possible. To do away with
this confusion, the Industrial Employment (standing orders) Act was passed in 1946.

This Act requires employers in specified industrial establishment to define
precisely the conditions of employment including the rules of discipline and
procedure for punishment for indiscipline and also to make them known to the
workmen. Among other matters, standing orders define disciplinary action for
misconduct, acts of omission, which constitute misconduct and various forms of
punishment.
The matters to be defined are prescribed in the schedule of the act. It should be
noted that it is not permissible for the employers to frame standing orders in respect
of the matters not provided for in the schedule of the Act. The standing orders should
include:

1. Classification of workmen (permanent, temporary, apprentices, probationers
or badli)

2. Manner of intimating to workmen periods and hours of work, holidays, pay
days and wage rates.

3. Shift working.
4. Attendance and late coming.
5. Conditions or procedure in applying for, and the authority, which may grant

leave and holidays.
6. Requirement to enter premises by certain gates and liability to search.
7. Termination of employment and the notice thereof to be given by employer

to workman.
8. Disciplinary action for misconduct, acts of omission which constitute

misconduct and various forms of punishment.
9. Means of redress of workmen against unfair treatment or wrongful exactions

by the employer or his agents or servants.
10. Any other matter, which may be prescribed by the appropriate government.

Misconduct
Every act of indiscipline is called misconduct. It is very difficult to prepare an
exhaustive list of all such acts. The main acts of misconduct are given in Table 5.9.

Table 5.9 Major Acts of Misconduct

1. Disobedience or wilful insubordination.

2. Theft, fraud or dishonesty in connection with employer’s goods or property.
3. Wilful damage or loss of employer’s goods or property.
4. Taking or giving any bribes or illegal gratification.
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5. Habitual absence without leave or unauthorised absence for more than a certain
number of days.

6. Habitual late attendance.
7. Habitual breach of any law applicable to the establishment.
8. Riotous or disorderly behaviour during working hours at the establishment or

any act subversive of discipline.
9. Habitual negligence or neglect of work or frequent repetition of any act or omission

for which fine may be imposed.
10. Striking work or inciting others to strike in contravention of any law.
11. Adopting go-slow tactics.
12. Collecting or canvassing for the collection of funds for any trade union or

canvassing for its membership during working hours within the company premises.
13. Distributing or exhibiting inside the factory any newspapers, handbills, pamphlets

or posters without the previous sanction of the manager.
14. Refusal to work on another machine of the same type.
15. Holding general meetings inside the factory premises without the previous

sanction of the manager.
16. Disclosing to any unauthorised person any information in regard to the working

or “process” of the factory which comes into the possession of the workman during
the course of his work.

17. Sleeping or dosing while on duty.
18. Refusing to accept a charge sheet, order or other communication.
19. Interfering or tampering with the records of the company.
20. Conviction by any court of law for any criminal offence involving moral turpitude.*
21. Smoking within the factory except in places where smoking is permitted.

*Sexual harassment of working women (such as demanding sexual favours, making
sexually coloured remarks, showing pornography and committing any unwelcome physical
verbal or non-verbal conduct of sexual nature) is also a type of misconduct, which ought
to be included in the standing orders.

Source: P.C. Tripathi ‘Personnel Management and Industrial Relations’, Sultan Chand and
sons, New Delhi (1999), pages 383–384.

5.4.14 Procedure for Taking Disciplinary Action
The following should be the steps for taking disciplinary action:

1. Preliminary investigation: The first step should be to hold a preliminary
investigation in order to find out whether a prima facie case of misconduct
exists. Only if a prime facie case of misconduct exists, the management should
proceed further. Otherwise, the case should be dropped.

2. Issue of a charge sheet: If a prima facie case of misconduct exists, the
management should proceed to issue a charge sheet to the worker. The
following guidelines may be following in framing the charges:

(a) Each charge must be very clear and precise.
(b) There should be a separate charge for each allegation.
(c) Charges must not relate to any matter which has already been decided

upon.
(d) Mention of proposed punishment should be avoided in the charge

sheet.
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3. Suspension pending enquiry (if needed): If the nature of misconduct is
grave and if it is in the interest of discipline and security in the establishment,
the management may suspend a worker even before the charge-sheet is
issued. In case the worker is suspended, he should be paid subsistence
allowance at the following rates
 For the first 90 days of suspension, half his wages
 For the remaining period of suspension, three-fourths of his wages

4. Notice of enquiry: On receipt of reply to the charge-sheet, two situations
may arise

(i) The worker may admit the charge. In such a case, the employer may
award punishment without further enquiry.

(ii) The worker may deny the charge. In this case, the employer must hold
the enquiry.

5. Conduct the enquiry: The enquiry officer is a judge, so it is necessary that
he must be impartial and qualified to act in that capacity. A fair opportunity
should be given to the charge-sheeted employee to examine the management
witnesses.

6. Recording of findings by the enquiry officer: At the conclusion of the
enquiry proceedings, the enquiry officer should decide as to whether the
charges made are valid or not along with reasons for his findings.

7. Awarding punishment:The punishment awarded to the accused employee
should be communicated to him quickly. The letter should contain the
following

(i) Reference to (a) The charge sheet (b) The enquiry (c) Findings of the
enquiry

(ii) Decision
(iii) Date from which the punishment is to be effective.

Role of HR Manager in Maintaining Discipline
In so far as maintenance of effective employee discipline is concerned, the HR
manager has got a crucial role to pay. He has got a number of responsibilities in
this regard.

1. Advising and assisting top line management in determining and developing
an appropriate disciplinary procedure.

2. Assisting in communication of the disciplinary procedure to all employees
of the organization.

3. Making sure that the disciplinary policy conforms to the legal provisions.
4. Making sure that the disciplinary action is fair and conforms with appropriate

principles of personnel management.
5. Training the supervisors and executives in dealing with disciplinary cases and

problems.
Analysing the role of the HR manager in regard to employee discipline, the Indian
Institute of Personnel Management indicates – ‘In advising management whether
to proceed with a disciplinary case, the personnel officer must give careful thought
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to the likely repercussions on discipline and general relationship in the organization.
Even when there is a prima facie case against an employee, it is to be considered
whether an enquiry, with all the publicity and excitement that it causes, is advisable,
or whether some other line of action might prove more effective in improving
discipline for the future, such as consultation with the trade union or works
committee in the hope that social pressure may be brought on the delinquent to
apologize and not repeat the offence’.

Principles of Natural Justice and Domestic Enquiry
Before taking disciplinary action against a worker, management must hold a
domestic enquiry, following the principles of natural justice. The principles of natural
justice state that no man should be held guilty without being given an opportunity
to explain his point of view. It states that the worker be given a fair chance:
 To present evidence of his own choice.
 To cross-examine the management’s evidence.
 To explain his point of view without pressure or fear.

The charges made by the employer against the employee are explained to the
worker. If the worker agrees with the charges made against him, the enquiry is
dropped. The employer may then proceed with the disciplinary action as per rules.
If he pleads innocent, the proceedings continue in the presence of the accused. An
impartial person who is fully conversant with the intricacies and procedures of
domestic enquiries must conduct the enquiry. During the course of enquiry,
examination and cross-examination should be free and proper and all documents
should be open to be seen by the parties. If the worker does not turn up at the
appointed date and time, the proceedings are held exprate. The findings of the
enquiry are then conveyed to the management in writing. Before taking any punitive
action, management should keep in view the gravity of misconduct.

Principles of Effective Discipline
Whenever employees go against the pre-determined rules and regulations and
commit serious mistakes or create serious problems for the organization and work
against its interests, the employee’s misconduct should not be condoned since it
amounts to the encouragement of misconduct, which ultimately leads to serious
repercussions on the morale of the organization and its discipline. At the same time,
the HR manager should also make an endeavour to develop self-discipline on the
part of the employees. The HR manager has to follow certain principles for effective
discipline. They are as follows:

1. He must have interest in the welfare of each employee.
2. He must view discipline as a corrective measure.
3. He must NOT take disciplinary action unless it is a must.
4. He must NOT administer discipline on a routine basis.
5. He must give a fair chance to the worker to defend himself.
6. He must admit his mistakes willingly.
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Check Your Progress

11. Why do we need effective grievance management?
12. State any one feature of grievance.
13. What is the relevance of the Code of Discipline adopted by the Indian

Labour Conference in 1957?
14. Define discipline.
15. What is a minor penalty?
16. What is a major penalty?

5.5 INDUSTRIAL CONFLICT RESOLUTION

Here we will discuss the causes of industrial disputes and their resolution.

5.5.1 Causes for Industrial Disputes
Industrial disputes arise due to variety of causes, which may be broadly termed as:
(i) Economic, (ii) Non-Economic.

Economic Causes
Economic causes may be briefly summed up as those relating to wages, payment
of bonus, dearness allowance, conditions of work and employment, working hours,
ill-treatment by the supervisory staff, ill-behaviour of the jobbers, unjust dismissals
and demand for re-instatement of one or more workers, leave and holidays with
pay, delay in the implementation or non-implementation of awards, enactments,
agreements, etc. The causes may also be termed as internal causes, that is, those
which are connected with the industry, the employer and the employee. Victimization
of workers, and the refusal of the employers to recognize workers’ unions have
also been such causes of disputes. The introduction of schemes of rationalization
or automation leading to or threatening retrenchment of workers has also resulted
in many strikes. Development in technology not only disturbs the existing
employment patterns but also determines the size of the work force to be employed.
These have a direct impact on labour–management relations especially in a
developing country where surplus labour is available. Most of the strikes in India,
we find have been on the problems of wages, dearness allowances, bonus,
termination of service, hours of work, rationalization schemes, and so on.

Non-economic Causes
Among the non-economic causes, or the causes which are not directly connected
with the industry, political causes have been the most important. Till 1947, India
had been a dependency of the British and the labour movement in the country was
intimately connected with the national movement for independence. As early as
1908, there was a mass strike in Bombay against the sentence of six years
imprisonment on Tilak. A number of such strike were also during the Khilafat and
Non-cooperation and Civil Disobedience Movements. Strikes also took place on
account of dismissals or disciplinary actions against the workers for attending trials
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of political leaders, for refusing to handle foreign goods, for taking part in political
demonstrations, for assaulting European managers, or for serving as Congress
volunteers. After independence also, we find that many strikes and stoppages of
work have taken place due to agitations of political parties and on questions like
reorganization of states, national language, and so on. Strikes have also occurred
on account of victimization of workers having communist sympathies. Sometimes,
strikes have also been encourage by speculators whose interest has been to raise
prices by stoppage of work and production, and with that end in view, many
speculators have spread false rumours, and supported the workers with money
and have, thus, encouraged many disputes.

Thus, we find that both economic and non-economic causes have been
responsible for industrial disputes. In recent years, we find that the gulf between
the employers and the workers had been greatly widened and acute discontentment
prevails. There had been a great change in the psychology of the workers, who
are demanding a greater and greater share in the profits of the industry. Political
changes, world forces, spread of communist ideas, uncertain economic conditions
and high cost of living, have been the factors responsible for this attitude. Combined
with it is the political propaganda of various parties which, in order to create trouble
for the government in power, have organized many strikes by capturing the trade
unions of the workers. However, the economic causes have been the most powerful
factors for industrial unrest in the country. The words of the Royal Commission on
Labour, which hold good even to this day, are very significant in this respect. The
Commission remarked: Although workers may have been influenced by persons
with nationalist, communist or commercial ends to serve, we believe that there has
rarely been a strike of any importance which had not been due entirely or largely
to economic reasons. ‘We may add that the breeding ground for communism is
the poverty of the labourers. The workers also feel insecure as they are not able to
understand the economic system which permits co-existence of the capitalist and
the socialist forms of institutions to go side by side.’

One of the important reasons for the gulf between the employers and the
workers in India had also been the absence of close touch and understanding
between the employers and the employees due to differences of race and language.
A large portion of the industrial establishments in the early stages of industrialization
in India, was managed by foreigners who had a very poor knowledge of the Indian
language and depended mostly on the reports of the intermediaries who often
misrepresented the workers. Even now when the managers are Indian, they and
the workers in most cases belong to different states or castes and have different
traditions. The lack of strong trade unions among the workers is another difficulty
in this respect. The outside leaders are yet another difficulty in this respect. They
are sometimes responsible for many strikes. An enquiry conducted in to the strike
of Premier Automobiles Ltd, Bombay (by Shri R. L. Mehta) in 1958, showed that
the strike was on a ‘Personal issue ( of the leader) and not over any industrial
question of wages or bonus or similar claims.’

It may also be noted that, sometimes, there are stoppages known as hartals
or bandhs which are often meant as protests against acts in which, the employer
may have had no share, e.g., action by the government or by the police. In times of
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political forment they tend to become frequent and, though they may be short-lived,
they cause in the aggregate appreciable dislocation of industry.

5.5.2 Ways of Resolving Disputes

Works Committee
The institution of works committee was introduced in 1947 under the Industrial
Disputes Act, 1947, to promote measures for securing and preserving amity and
good relations between employers and workmen. It was meant to create a sense
of partnership or comradeship between the employers and workmen. It is
concerned with problems arising in the day-to-day working of the establishment
and to ascertain grievances of the workmen.

Constitution of the Works Committee
The Industrial Disputes Act, 1947, empowers the appropriate government to require
an employer having 100 or more workmen to constitute a works committee. Such
a committee shall consist of representatives of employers and workmen engaged
in the establishment. However, the number of representatives of the workmen shall
not be less than the number of representatives of the employer.

Rule 39 of the Industrial Disputes (Central) Rules, 1957 contemplates that
the number of representatives of the workmen shall not be less than the number of
representatives of the employer and further that the total number of members shall
not exceed 20. Rule 40 contemplates that the representatives of the employer shall
be nominated by the employer and shall as far as possible be officials in direct touch
with or associated with the working of the establishment. Rule 41 envisages that
the employer shall ask the registered trade union of the workmen in the concerned
establishment to inform the employer in writing as to how many of the workmen
are members of that union and how their membership is distributed among the
sections, shops or departments of the establishment. ‘In other words, the employer
is required to ask the registered trade union to supply him the nominal roll of
members of the trade union. The election held without consultation with the trade
union is liable to be set aside. Rule 42 provides that on receipt of the said information
from the registered trade union, the employer shall provide for the election of
representatives of the workmen on the works committee in two groups: (1) those
to be elected by the workmen who are members of the registered trade union and
(2) those to be elected by the workmen who are not members of the registered
union. It is further provided that the numbers of the two groups should bear the
same proportion to each other as the union members in the establishment bear to
the non-members. The first proviso to this rule contemplates that where more than
half the workmen are members of the union or any one of the unions, the above
kind of division in two groups shall not be made. This shows that where in an
industrial establishment the majority of the workers are in union, the distribution of
the elected representatives as provided in Rule 42 in two groups will not be
necessary. In other words, in that situation the representatives of the workmen will
be elected in a single group without any kind of division. It is not provided that if
the union has majority of the workers as its members, then nomination of the
representatives of the workmen may be done by the employer in consultation with
the trade union.
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Functions of the Works Committee
The main function of the works committee is ‘to promote measures for securing
and preserving amity and good relations between the employers and workmen and,
to that end, to comment upon matters of their common interest or concern and
endeavour to compose any material difference of opinion in respect of such matters.’
The works committees are normally concerned with problems of the day-to-day
working of the concern and are ‘not intended to supplant or supersede the union
for the purpose of collective bargaining, they are not entitled to consider real or
substantial changes in the conditions of service; their task is only to reduce friction
that might arise between the workmen and management in the day-to-day working.
The decision of the works committee is neither agreement nor compromise nor
arbitrament. Further, it is neither binding on the parties nor enforceable under the
Act. It is true that according to the Supreme Court the ‘comments’ of the works
committee are not to be taken lightly, but it is obvious that the observation has
relevance only where a third party gets involved in the claim adjustment process.
As between the disputants, these comments, have only persuasive value. By no
stretch of imagination can it be said that the duties and functions of the works
committee include the decision on such an important matter as an alteration in
conditions of service.’

Conciliation

General
Conciliation is a persuasive process of settling industrial disputes. It is a process
by which a third party persuades disputants to come to an equitable adjustment of
claims. The third party, however, is not himself a decision-maker: he is merely a
person who helps the disputants through persuasion to amicably adjust their claims.
The ultimate decision is of the disputants themselves. For this purpose, the Industrial
Disputes Act, 1947, provides for the appointment of conciliation officers and
constitution of the Board of Conciliation by the appropriate government for
promoting settlement of industrial disputes. For the successful functioning of the
conciliation machinery, the Act confers wide powers and imposes certain duties
upon them.

The conciliation as a mode of settling industrial disputes has shown remarkable
success in many industrialized countries. It is said that it has proved to be a great
success in Sweden.

In India, it has generally been reported that the conciliation machinery has
played an important role in resolving industrial disputes. Statistics no doubt, support
this claim. During 1959–66 the percentage of disputes settled by the conciliation
machinery varied from 57 to 83 in the central sphere. About 10,106 disputes were
referred to a conciliation officer during 1988s, out of which the number of failure
reports received was 3,183 in the central sphere. The failure report of conciliation
was 2,691 out of 4,685 cases referred to conciliation in Haryana, 336 out of 2,126
referred in Karnataka, 4,471 out of 9,918 referred in Punjab, 4,430 out of 4,530
in Delhi and 22 out of 230 cases referred to conciliation in Goa. During 1997,
Central Industrial Relations Machinery (CIRM), intervened in 783 cases of
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threatened strikes and its conciliatory efforts succeeded in averting 696 strikes which
represents a success rate of 88.88 per cent.

The statistics of the working of the conciliation machinery, however, reveals
that the conciliation machinery on the whole is satisfactory in many states. It has,
however, made no remarkable success in India. Several factors may be accounted
for the same. First, failure of conciliation proceedings may lead to the reference to
adjudicating authorities under the Industrial Disputes Act, 1947. Second, lack of
proper personnel, inadequate training and low status enjoyed by conciliation officers
and too frequent transfer of conciliation officers result in the failure of conciliation.
Third, undue emphasis on legal and formal requirements also lead to the failure of
conciliation.Fourth, considerable delay in the conclusion of conciliation proceedings
also makes the conciliation machinery ineffective. Fifth, failure of conciliation
machinery has been attributed to the lack of adequate powers of the conciliation
authorities.

Conciliation Authorities
1. Constitution of Conciliation Authorities

(a) Appointment of Conciliation Officer. Under Section 4, the
appropriate government is empowered to appoint conciliation officers
for promoting the settlement of industrial disputes. These officers are
appointed for a specified area or for specified industries in a specified
area or for one or more specified industries, either permanently or for
a limited period.

(b) Constitution of Board of Conciliation. Where the dispute is of a
complicated nature and requires special handling, the appropriate
government is empowered to constitute a Board of Conciliation. The
Boards are preferred to conciliation officers. However, in actual
practice, it is found that Boards are rarely constituted. According to
Section 10(1) (a) the appropriate government is empowered to refer
the existing or apprehended dispute to a Board. The Board is
constituted on an ad hoc basis. It shall consist of an independent person
as Chairman and one or two nominees respectively of employers and
workmen. The Chairman must be an independent person. A quorum
is also provided for conducting the proceedings.

2. Qualifications and Experiences. Unlike the adjudicating authorities, the
Act does not prescribe any qualification and/or experience for a conciliation
officer or member of a board of conciliation. A report of the study committee
of the [First] National Commission on Labour, however, reveals that one of
the causes of failure of the conciliation machinery is lack of proper personnel
in handling the dispute. The conciliation officer is sometimes criticized on
the ground of his being unaware of industrial life and not having received the
requisite training. It is, therefore, suggested that the Act should prescribe
qualification and experience for conciliation officer which may include proper
and adequate training and adequate knowledge of handling labour problems.

3. Filling of Vacancies. The proviso to Section 5(4) requires that where the
services of the chairman or any other member have ceased to be available,
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the Board shall not function until the appointment of a Chairman or member,
as the case may be, is made. Section 8 deals with the manner in which the
vacancy in the office of chairman or other member of a Board will be filled.

4. Jurisdiction. Conciliation Officers are appointed by the Central and State
Governments for industries which fall within their respective jurisdiction.

5. Powers of Conciliation Authorities.
(a) Powers of a Conciliation Officer: The Act confers certain powers

upon the Conciliation Officer to conciliate and mediate between the
parties. The Conciliation Officer is deemed to be a public servant within
the meaning of Section 21 of the Indian Penal Code. He is empowered
to enforce the attendance of any person for the purpose of examination
of such a person or call for and inspect the documents which he has
ground for considering (i) to be relevant to the industrial dispute or
(ii) to be necessary for the purpose of verifying the implementation of
any award or carrying out any other duty imposed on him under the
Act. For this purpose, he enjoys the same powers as are vested in the
Civil Court under the Code of Civil Procedure, 1908. The Conciliation
Officer is also empowered for the purposes of enquiry into any existing
or apprehended industrial dispute to enter the premises occupied by
any establishment to which the disputes related, after giving reasonable
notice. Failure to give any such notice does not, however, affect the
legality of conciliation proceedings.

(b) Powers of the Board of Conciliation. The Board of Conciliation acts
in a judicial capacity and enjoys more powers than conciliation officers.
Under the Act every Board of Conciliation enjoys the same powers
as are vested in a civil court under the Code of Civil Procedure, 1908,
when trying a suit. It can enforce the attendance of any person and
examine him on oath, compel the production of documents and material
objects, issue commission for examination of witnesses, make discovery
and inspection, grant adjournment and receive evidence taken on
affidavit. Every enquiry by a Board is deemed to be a judicial
proceeding within the meaning of Sections 193 and 228 of the Indian
Penal Code and Sections 345, 346 and 348 of the Code of Criminal
Procedure, 1973. The proceedings are normally held in public but the
Board may at any stage direct that any witness be examined or
proceedings be held in camera.

The Board is empowered, subject to the rules in this behalf to follow such
procedure as it may think fit. The rules provide for the place and time of
hearing of the industrial dispute by the adjudication or arbitration authorities
as the case may be, administration of oath by the adjudication or arbitration
authorities, citation or description of the parties in certain cases, the issuance
of notices to the parties, the circumstances when the Board can proceed ex
parte and correction of clerical mistakes or errors arising from accidental
slip or omission in any award. The Board also has to keep certain matters
confidential in the award. The Board can accept, admit or call for evidence
at any stage of the proceedings before it in such manner as it thinks fit. The
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representatives of the parties have the right too examine, cross-examine, and
address the Board when any evidence has been called. The witnesses who
appear before a Board are entitled for expenses in the same way as witnesses
in the civil court.

6. Duties of Conciliation Authorities. The Industrial Disputes Act provides
for the appointment of Conciliation Officer, ‘charged with the duty of
mediating in and promoting the settlement of industrial disputes’. Where an
industrial dispute exists or is apprehended, the conciliation officer may, or
where the dispute relates to a public utility service and a notice under Section
22 has been given, he shall hold conciliation proceedings in the prescribed
manner. He may do all such things which he thinks fit for the purpose of
inducing the parties to come to a fair and amicable settlement of the disputes.’
Further, Section 12 (2) directs the Conciliation Officer to investigate ‘without
delay’ the dispute and all matters affecting merits and right settlement thereof.
If the settlement is arrived at, the Conciliation Officer shall send a report
together with a memorandum of settlement signed by the parties to the
dispute, to the appropriate government or an officer authorized on his behalf.
If no settlement is arrived at, the Conciliation Officer is required to send a
report to the appropriate government containing (i) a full report setting forth
the steps taken by him for ascertaining the facts and circumstances of the
dispute and for bringing about a settlement thereof, (ii) a full statement of
facts and circumstances leading to the dispute, and (iii) the reasons why a
settlement could not be arrived at. It is a mandatory duty on the part of a
Conciliation Officer to submit the failure report. His omission to do so is
culpable, if not motivated. Be that as it may, it is for the appropriate
Government to consider whether on the basis of the failure report and other
relevant materials, it should refer the dispute for adjudication or not. If on a
consideration of the report, the appropriate government is satisfied that there
is a case for reference to the Board or Adjudicating Authority it may make
a reference. Where it does not make a reference it shall record and
communicate to the parties concerned its reasons thereof. Sub-section 6 of
Section 12 provides that the report ‘shall be submitted’ either within 14 days
of the commencement of the conciliation proceedings or earlier if required
by the appropriate government, or later if all the parties to the dispute agree
in writing.
The Industrial Disputes Act, 1947, draws a distinction between public utility
services and non-public utility services. Thus, while in a public utility service
the Conciliation Officer is bound to hold conciliation, he is not bound to do
so in a non-public utility service.
The power of the Conciliation Officer is not adjudicatory but is intended to
promote a settlement of dispute. However, a special responsibility has been
vested in the conciliation officer to see that the settlement arrived at is fair
and reasonable and he should then give his concurrence. This is so because
the settlement arrived at, in the course of conciliation proceedings, is binding
not only on all parties to the industrial dispute but all other parties summoned
to appear in the proceedings and where a party is an employer, his heirs,
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successors or assigns in respect of the establishment to which the dispute
relates, and where a party is composed of workmen, all persons who were
employed in the establishment or part of the establishment, as the case may
be to which the dispute relates on the date of the dispute and all persons
who subsequently become employed in that establishment or part.

Duties of Board of Conciliation
A Board to which a dispute is referred must investigate the dispute and all matters
affecting the merits and the right settlement thereof and do all things for the purpose
of inducing the parties to come to a fair and amicable settlement of the dispute
without delay.If a settlement is arrived at, the Board should send a report to the
appropriate government together with a memorandum of the settlement signed by
the parties to the dispute. If no settlement is reached, the Board must send a full
report together with its recommendation for the determination of the dispute.

In case of failure of settlement by a Board, the ‘appropriate government’
may refer the dispute to a Labour Court, Tribunal or National Tribunal. The
government is, however, not bound to make a reference. However, where the
government does not make a reference in a public utility service after receiving a
report from a Board, it must record and communicate to the parties concerned its
reasons for not doing so.

A Board is required to submit its report within two months of the date on
which the dispute was referred to it or within such shorter period as may be fixed
by the appropriate government. The time limit for the submission of a report can
be extended by the appropriate government or by agreement in writing by all the
parties to the dispute.

Conciliation Proceedings
The study of conciliation proceedings requires the examination of: (i) when and
how a conciliation machinery is set in motion and (ii) what is the duration of
conciliation proceedings. The study is of great practical significance. It is important
because the management is prohibited from exercising its prerogative during the
pendency of conciliation proceedings before a Conciliation Officer and Board of
Conciliation in respect of an industrial dispute. Further, workmen and employers
in public utility services are prohibited from declaring a strike or lockout as the
case may be during the pendency of any conciliation proceedings before a
Conciliation Officer. In non-public utility services, the management and workmen
are prohibited to declare a lockout or strike during the pendency of conciliation
proceedings before a Board of Conciliation and seven days thereafter.

Let us now turn to examine when a conciliation machinery is set in motion
and what is the duration of conciliation proceedings before the Conciliation Officer
and Board of Conciliation.

(i) Cognizance.
(a) By Conciliation Officer. In case of public utility services where a

notice of strike or lockout has been given under Section 22, it is
mandatory for the Conciliation Officer to intervene under the Act. But
in non-public utility services where an industrial dispute exists or is
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apprehended, the Conciliation Officer, may exercise his discretion to
conciliate or not. In practice, it has been found that the optional provision
is acquiring compulsory status in non-public utility services also. The
Conciliation Officer may take note of an existing or apprehended
disputes either suo motu or when approached by either of the parties.
An officer’s power under the Act is essentially confined to investigation
and mediation of industrial disputes.

(b) By Board of Conciliation. The Board assumes jurisdiction over the
existing or apprehended dispute when it is referred to it by the
appropriate government.

(ii) Pendency of conciliation proceeding before a Conciliation Officer. The
opening clause of Sections 22 (1) (d), 22 (2) (d) and 33, namely ‘during the
pendency of any conciliation proceeding before a conciliation officer’
prescribes the period of prohibition of strikes and lockouts in public utility
services as well as on the exercise of the management’s prerogative. These
critical words, however, have to be read with other provisions of the Act
and the Rules framed thereunder.

(a) The commencement of proceedings. Sub-section (1) of Section 20
provides that in the public utility services, the starting point of the
prohibition is the date on which the Conciliation Officer receives a notice
of strike or lock-out under Section 22.

(b) The termination of proceedings. Sub-section (2) of Section 20
provides the other terminus of the period of prohibition:

A conciliation proceeding shall be deemed to have concluded—
(a) where a settlement is arrived at, when a memorandum of the settlement is

signed by the parties to the disputes;
(b) where no settlement is arrived at, when the report of the Conciliation Officer

is received by the appropriate government or when the report of the Board
is published under Section 17, as the case may be; or

(c) where reference is made to a Court, Labour Court, Tribunal or National
Tribunal under Section 10 during the pendency of conciliation proceedings.

Mediation
Mediation is a method of settling industrial disputes with the help of an outsider
who plays a more positive role by assessing the views and interest of the parties in
dispute and by advancing suggestions for compromise for their consideration. As
a matter of fact, the term mediation and conciliation are interchangeable for the
role of an outsider in both often overlaps. Both conciliation and mediation grew
from an understanding of the parties involved in a dispute and adjusting their interests
to their mutual satisfaction. These methods are not judicial but rather advisory in
nature. Hence, the proceedings have to be conducted in the most informal and
objective manner. The role of the conciliator or mediator lies in dispelling the
atmosphere of suspicion and discard by exploring those areas of agreement between
the two parties which they themselves could not discover. It lies in strategically
building up proper attitudes between the two parties with a view to inducing them
to reach an agreement. The functions of conciliation and mediation may be
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performed by the machinery set up by the government for this purpose or by
individuals from a panel of persons influential in public life.

Negotiation

Definition of Negotiation
Walton and Mc Kersieas describes negotiation as ‘the deliberate interaction of
two or more complex social units which are attempting to define or redefine the
terms of their interdependence.’

Michael Salamon as ‘the interpersonal process used by representatives of
management and employees/unions, within the various institutional arrangements
of collective bargaining, in order to resolve their difference and reach agreement.’
Negotiation is a process for resolving conflict between two or more parties whereby
both or all modify their demands to achieve a mutually acceptable compromise.
Gottschalk defines negotiation process as ‘an occasion where one or more
representatives of two or more parties interact in an explicit attempt to reach a
jointly acceptable position on one or more divisive issues.’

Nierenberg Geard Fundamental of Negotiating defines ‘negotiation’ as under:
Negotiation depends on communication …negotiation can be consideration

an element of human behaviour ... dealt with by both the traditional and the new
behavioural sciences, from history, jurisprudence, economics, sociology and
psychology to cybernetics, general semantics, game and decision-making theory,
and general semantics … the full scope of negotiation is too broad to be confined
to one or even a group of the existing behavioural sciences.

Pre-Conditions for Negotiation
The success of negotiations is said to depend upon whether

(a) the issue is negotiable,
(b) the negotiators are interested is not only taking but also in giving, are able to

exchange value for value and are willing to compromise, and
(c) negotiating parties trust each other to some extent.

Negotiating Process
Steps involved in negotiated agreement

(A) Management process to introduce changes which include:
- the introduction of few new work practices;
- agreement to operate new technology when introduced;
- total flexibility within a worker’s relevant area.

(B) The union, in response to such a demand state their initial position as seeking:
- an increase in basic pay;
- the introduction of shorter working hours;
- an increase in the shift premium to compensate for working unsociable

hours;
- the introduction of a bonus scheme.
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(1) When the parties meet they will try to identify how the other party can
justify its demands:
 The employer, for example, is likely to argue that the acceptance

of new work practices is essential for the survival of the business:
flexibility is now the norm and workers must accept the
introduction of new technology if the organization is to have a
future.
 The union on the other hand is likely to seek an increase in basic

pay arguing that they are making a significant contribution to the
increased profits of the organization; new technology will also
increase productivity and therefore, should lead to a shorter
working week since all the work should be capable of being done
within a shorter period of time.
 The union may also argue that an increase in shift premium is

justified because of the difficulties workers would face working
on certain shifts when dealing with new technology. The
introduction of a bonus scheme would also be justified to
compensate workers for the increased activity involved taking
into account the effects of new technology, flexibility and the
change in work practices.

(2) After the opening statement by each side they will then attempt to get
the other party to negotiate on their key commitments. Each side will
try to get the other side to accept that its demands are reasonable in
the circumstances but at this stage neither side is likely to accept.

(3) Once a party feels that it has got as much agreement as it is likely to
get on what it feels is its key commitment then some compromise can
be made on the others. In this example:
 The employers’ key commitment may be the introduction of new

work practices as the one thing that he cannot negotiate away at
the meeting;
 The union’s key commitment may be an increase in basic pay;
 The other issues, i.e., new technology, flexibility, shorter working

hours, increase in shift premium and the introduction of a bonus
scheme are all issues on which some compromise can be reached
in order to reach agreement. For example, the employer may
agree to introduce a bonus scheme in return for an increase in
flexibility once the flexibility has been up and running for period
of time.

(4) When management feel that they are in a position to offer to the union
then they have to be sure that the union will recommend it for
acceptance. Management might offer a percentage increase in basic
pay in return for the introduction of new practices but when making
such an offer it has to be sure that this offer is likely to be acceptable
to the other side (if it is to be serious about gaining agreement).



Unions and
Management

NOTES

Self - Learning
290 Material

(5) Assuming that the other side have recommended the employer’s offer
for acceptance then the next step for management is to put in writing
what has been agreed upon. Management must specify what new work
practices have been agreed upon and what the actual increase in pay
for his will be. It should also be made clear in the agreement that no
increase in basic pay will be paid until the new work practices are up
and running. This agreement should be confirmed in writing by both
sides before it is implemented.
The following steps are involved in negotiation:

1. Prepare
2. Argue
3. Signal
4. Propose
5. Package
6. Bargain
7. Close
8. Agree

Four of the eight steps are the crucial phases of negotiation. If the
negotiator fumbles in these steps due to any reason, the deal struck, if
at all, is more likely to be poorer than it need have been.

Court of Enquiry

Constitution
A procedure similar to the constitution of a Board of Conciliation is provided for
bringing into existence a Court of Inquiry as well. While a Board of Conciliation
may be constituted for promoting the settlement of an industrial dispute, the purpose
for which a Court of Inquiry may be constituted is ‘for enquiring into any matter
appearing to be connected with or relevant to an industrial dispute’. The idea of a
Court of Inquiry is borrowed from the British Industrial Courts Act, 1919. This
Act enables the minister on his own motion and irrespective of the consent of the
parties to a dispute, to set up a Court of Inquiry to enquire into the report on the
causes and circumstances of any trade dispute, together with such recommendations
as the Court may make for the resolution of the dispute. Perhaps because of the
extended field of operation of the Court of Inquiry, the Legislative thought it fit to
allow the parties to use instruments of economic coercion during pendency of
proceeding before it.

Jurisdiction of the Court of Inquiry
The Act empowers the appropriate government to constitute a Court of Inquiry to
inquire into any matter appearing to be connected with or relevant to an industrial
dispute. The Court of Inquiry consists of one or more independent persons at the
discretion of the appropriate Government. Where a Court consists of two or more
members, one of them shall be appointed as the Chairman. The Court having the
prescribed quorum, may act notwithstanding the absence of the Chairman or any
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of its members or any vacancy in its number. However, if the appropriate
government notifies the Court that the services of the Chairman have ceased to be
available, the Court shall not act until a new Chairman has been appointed. The
Court can inquire into matters ‘connected with or relevant to an industrial dispute’
but not into the industrial dispute.

Duties of the Court
It is the duty of the Court of Inquiry to inquire into matters referred to it and submit
its report to the appropriate government ordinarily within six months from the
commencement of its inquiry. This period is, however, not mandatory and the report
even after the said period would not be invalid.

Publication of the Report
The Act requires that the report of appropriate government shall be published within
30 days of its receipt.

Check Your Progress

17. State the economic causes of industrial disputes.
18. What do you mean by conciliation?

5.6 ANSWERS TO ‘CHECK YOUR PROGRESS’

1. The International Labour Organization was set up in 1919.
2. The Trade Unions Act, 1926, prescribes the primary objectives of a trade

union.
3. A trade union has been defined as a voluntary organization of workers

formed with a view to defending and advancing their collective interests
either mutually or in relation to outside parties such as employers, government
and other trade unions.

4. Trade unions have been classified in several ways:
a. Business, welfare and life-embracing unions
b. Ideological versus government-dominated unions
c. Local, industrial, regional and plant unions

5. The trade unions are marked by political rivalry and disunity. In the Indian
trade union movement, political, and ideological considerations have been
the major characteristics from the very beginning.

6. An ‘industrial dispute’ means any dispute or difference between employers
and employers, or between employers and workmen, or between workmen
and workmen, which is connected with the employment or non-employment
or the terms and conditions of employment of any person.

7. Collective bargaining is a process of voluntary agreement. Agreement comes
when one or both of the parties would rather accept the other’s terms than
face the consequences.
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8. Collective bargaining is a two-way process. It is a mutual give and take
rather than take it or leave it method of arriving at the settlement of a dispute.
Both parties are involved in it. A rigid position does not make for a
compromise settlement. Collective bargaining is a ‘civilized confrontation’
with a view to arriving at an agreement, for the object if not ‘warfare’ but
‘compromise.’

9. A sit-down strike is one in which strikers do not leave their place of work
but remain in the plant and in control of production facilities. A slow-down
strike, also known as ‘go-slow’ is not really a strike in the usual sense as
workers do not cease work. Workers do not leave their work; they merely
limit output while remaining on the job.

10. Standardization means the establishment of a uniform minimum price for
each class of work. Unions insist on the point that bargaining can be effective
only if workers in any one job are guaranteed a specified minimum wage
per piece or per month.

11. Effective grievance management is an important and integral part of human
resource management. If an individual’s grievances remain unattended and
unresolved, they will become collective disputes.

12. A grievance refers to any form of discontent or dissatisfaction with any
aspect of the organization.

13. The Code of Discipline adopted by the Indian Labour Conference in 1957
laid down that the management and unions should establish, upon a mutually
agreed basis, grievance procedure which would ensure a speedy and full
investigation leading to a settlement.

14. According to Richard D Calhoon, ‘Discipline’ is defined as ‘a force that
prompts individuals or groups to observe the rules, regulations and
procedures which are deemed to be necessary for the effective functioning
of an organization’.

15. A minor penalty is a mild form of disciplinary action. This punishment is
generally given for some minor offences.

16. A major penalty is a severe form of disciplinary action initiated against the
workmen. It is given for some major offences.

17. Economic causes may be briefly summed up as those relating to wages,
payment of bonus, dearness allowance, conditions of work and employment,
working hours, ill-treatment by the supervisory staff, ill-behaviour of the
jobbers, unjust dismissals and demand for re-instatement of one or more
workers, leave and holidays with pay, delay in the implementation or non-
implementation of awards, enactments, agreements, etc.

18. Conciliation is a persuasive process of settling industrial disputes. It is a
process by which a third party persuades disputants to come to an equitable
adjustment of claims.
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5.7 SUMMARY

 The Trade Unions Act, 1926, prescribes the primary objectives of a trade
union.
 Trade unions have been defined as voluntary organizations of workers formed

with a view to defending and advancing their collective interests either mutually
or in relation to outside parties such as employers, government and other
trade unions.
 Trade unions have been classified in several ways:

o Business, welfare and life-embracing unions
o Ideological versus government-dominated unions
o Local, industrial, regional and plant unions

 Historically, the trade union movement in India is marked by political rivalry
and disunity, organizational and financial weaknesses, outside leadership,
limited scope of activities and an attitude of conflict.
 The main role and functions of an employers’ organization is to protect and

promote the interest of its members. The membership of employers’
organizations is basically composed of corporations/employers.
 In a democratic society, a trade union movement has a stake in the existing

socio-economic system and in its continuous growth.
 An ‘industrial dispute’ means any dispute or difference between employers

and employers, or between employers and workmen, or between workmen
and workmen, which is connected with the employment or non-employment
or the terms and conditions of employment of any person.
 A dispute is said to have arisen when some demand is made by workmen

and it is rejected by the management or vice versa, and the demand is
relating to the employment. The Act says that a workman can raise a dispute.
 Collective bargaining is concerned both with determining the price of labour

and the conditions under which labour works. Through collective bargaining,
trade unions seek not only to secure high wages but to reduce the impact of
arbitrary management decision on their members.
 The term ‘collective bargaining’ was coined by Sidney and Beatrice Webb,

the famous historians of the British labour movement in 1891.
 Collective bargaining is regarded as a constructive response to industrial

conflict as it reflects a willingness to remove the conflicts by discussion and
understanding rather than by warfare.
 Collective bargaining relates to group bargaining as opposed to individual

bargaining about wages and conditions of work.
 The right to strike is recognized in all democratic societies.
 Standardization means the establishment of a uniform minimum price for

each class of work.
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 The collective bargaining process provides a platform to establish a common
set of concepts and attitudes for both the parties. Collective bargaining is a
rule-making and goal-directed process.
 Conjunctive bargaining deals with matters over which the aims of employers

and labour diverge.
 Grievance is any real or imaginary feeling of dissatisfaction and injustice

that an employee has about his employment relationship. Effective grievance
management is an important and integral part of human resource
management.
 Grievances give rise to unhappiness, frustration, discontent, indifference to

work and poor morale and ultimately lead to inefficiency and low productivity.
 A grievance procedure is a formal process which is preliminary to an

arbitration which enables the parties involved to attempt to resolve their
differences in a peaceful, orderly and expeditious manner.
 At present, there are three legislations dealing with grievances of employees

working in industries. They are:
o The Industrial Employment (Standing Orders) Act, 1946
o The Factories Act, 1948
o The Industrial Disputes Act, 1947

 Indiscipline means disorderliness, insubordination and not following the rules
and regulations of an organization.
 There are two aspects of discipline. They are positive aspect and negative

aspect.
 While punitive discipline or punishment may sometimes be ineffective in

changing behaviour or may produce unwanted by-products, there is
nevertheless considerable evidence that punishment can be an effective tool
under certain conditions.
 Industrial disputes arise due to variety of causes, which may be broadly

termed as: (i) Economic, (ii) Non-Economic.

5.8 KEY TERMS

 Trade union: Trade union, also called labour union, association of workers
in a particular trade, industry, or company are created for the purpose of
securing improvements in pay, benefits, working conditions, or social and
political status through collective bargaining.
 Role conflict: It occurs when there are incompatible demands placed upon

a person relating to their job or position. People experience role conflict
when they find themselves pulled in various directions as they try to respond
to the many statuses they hold.
 Conciliation: It is an alternative dispute resolution process whereby the

parties to a dispute use a conciliator, who meets with the parties both
separately and together in an attempt to resolve their differences.
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5.9 SELF-ASSESSMENT QUESTIONS AND
EXERCISES

Short-Answer Questions
1. List the most important factors responsible for the formation and growth of

trade unions.
2. What do you understand by a trade union?
3. State any two aims of trade unions.
4. Name the various types of trade unions.
5. Why is there a need to form employers’ organizations?
6. How will you define industrial dispute?
7. Define collective bargaining.
8. How will you define employee grievance?
9. State any two benefits of grievance handling.

10. What are the two aspects of discipline?
11. What is the hot stove rule?

Long-Answer Questions
1. Discuss the characteristics of trade unions in India.
2. Discuss the prerequisites of successful collective bargaining.
3. Describe the classification of collective bargaining.
4. Discuss the techniques of collective bargaining.
5. Elucidate the effects of collective bargaining.
6. How can a manager know about the simmering grievances before they turn

into actual grievances?
7. Discuss the nature and causes of employee grievances.
8. Enumerate the preconditions for sound grievance handling.
9. What are the steps involved in grievance handling? Explain.

10. Discuss the legislations dealing with grievances of employees working in the
Indian industries.

11. Describe the causes of indiscipline.
12. Discuss the essentials of a good disciplinary system.
13. Explain the methods of resolving industrial disputes.
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