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INTRODUCTION

The advent of the era of liberalization and globalization along 
with the advancements in information technology (IT) has 
transformed the world around us. It has brought to centre stage 
the importance of human resources, more than ever before. The 
purpose of  human resource management (HRM) is to enable 
appropriate deployment of human resources.

In a competitive scenario, eff ective utilization of human resources 
has become necessary and the primary task of organizations is to 
identify, recruit, and channel competent human resources into 
their business operations for improving productivity and functional 
effi  ciency. Several authors have tried to explain the meaning of 
 human resources and one of the comprehensive defi nitions was given 
by Leon C. Megginson, who described human resources as the sum 
total of the knowledge, abilities, and attitudes of all the employees 
of an organization. Eff ective utilization of human resources would 
lead to both accomplishment of individual and organizational goals 
and creation of assets at the national level. It is in this context that 
development of human resources, which involves continuous honing of employee skills, has 
become vital for the very survival of organizations, let alone growth and development.

 De  nitions
Management has been defi ned as control and creation of a technological and human environment 
that can support optimal utilization of resources and competencies for achieving organizational 
goals. Management has also been variously defi ned as development of people; the process of 
decision-making and control over actions of human beings; planning, organizing, and controlling 
of people and resources; the process of accomplishing the desired organizational objectives; 
eff ective utilization of available resources for delivery of services and goods, etc.

It is in this backdrop that we will try to understand the broad defi nitions of HRM given by 
various experts.

After studying this 
chapter, you will be able 
to understand
•  the scope and de  nition 

of human resource 
management (HRM)

•  the major functions of 
HRM

•  the importance of 
HRM in the emerging 
scenario 

•  the various facets of 
HRM 

•  essential skills for an 
HR manager

Objectives

CHAPTER
ONE

Nature and Concept 
of HRM
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2 Human Resource Management

Process consisting of four functions—acquisition, development, motivation, 
and maintenance of human resources.

–David A. Decenzo and Stephen P. Robbins
Personnel management is the planning, organizing, directing, and controlling 

of the procurement, development, compensation, integration, maintenance, and 
separation of human resources to the end that individual, organizational, and 
societal objectives are accomplished.

–Edward Filippo
Recent literature on knowledge management and creation of people-centric partnership 

suggests that there is a need to increasingly integrate information technology (IT) with human 
competence for optimum utilization of both kinds of resources. An analysis of various defi nitions 
indicates that HRM includes the following activities:

• Aligning the HR strategy with the corporate strategy of the organization
• Working for the well-being of all the employees 
• Developing employee competencies 
• Sourcing, deploying, and developing human resources for optimal utilization
• Empowering employee
• Managing performance

HRM can be defi ned as a strategic and coherent approach to the management of the most 
valued assets of an organization, that is, people, who individually and collectively contribute to 
the organizational objectives. Storey (1989) has made a distinction between hard and soft  versions 
of HRM. Th e  hard approach focuses on the quantitative and strategic aspects of managing the 
human resources. It is a rational approach, which deals with human resources like any other 
economic factor. It emphasizes the need for managing people to enhance their contribution to 
improving the quantitative advantage of the organization. It aims at protecting the interests of 
the management and building a strong corporate culture by internalizing the mission and value 
statements of the organization. 

Th e soft  approach to HRM, whose roots can be traced to the human resource school, empha-
sizes factors such as communication, motivation, and leadership. It treats employees as the essen-
tial means of realizing organizational objectives rather than mere objects. It focuses on engender-
ing commitment among employees by winning their hearts. Th e functions of HRM include the
following:

• Facilitating the retention of skilled and competent employees
• Building the competencies of human resources by facilitating continuous learning and 

development
• Developing and implementing high performance work systems
• Developing management practices that engender high commitment
• Developing practices which foster team work and fl exibility
•  Making the employees feel that they are valued and rewarded for their 

contribution
•  Facilitating management of workforce diversity and availability of equal 

opportunities to all

Management is de  ned 
as control and creation 

of the technological and 
human environment for 

achieving organizational 
goals. 

HRM can be de  ned 
as a strategic and 

coherent approach to 
the management of the 

most valued assets of an 
organization. 
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3Nature and Concept of HRM

 HUMAN RESOURCE MANAGEMENT— HISTORY 

Th e evolution of HRM can be traced back to the HR movement in the ancient 
period. However, in the modern age, that is, up to 1930s, it was referred to as 
personnel management and the focus was on the employer–employee relations. 
Studies on HR were initially guided by Taylor’s scientifi c management principles 
and then graduated through the Hawthorne studies to the behavioural school 

based on the theories of Abraham Maslow, Herzberg, and Douglas McGregor. 
Various developments in the 21st century heralded the arrival of the knowledge and IT era. 

During the initial phases, IT was perceived as an all-pervasive phenomenon and attempts were 
made to tune all organizational processes to this development. However, the experience of a large 
number of organizations both at the global and the national level has led to the realization that 
IT has to play only a supportive role in achieving organizational objectives and for this purpose 
an organization has to focus on its three core areas, that is, people, processes, and performance 
(Figure 1.1). 

HRM and the  3 Ps
Let as discuss an organization’s three core areas in this section.
People It is now an established fact that the core strength of an organization lies in its human 
resources and it would not be an exaggeration to say that all other resources can be replaced except 
human resources. 

Processes Organizational processes evolve over a period of time and oft en these are treated as 
sanctimonious. Th e justifi cation for doing so is the belief that what has worked so well in the past 
would work in the future as well. However, in the fast changing world, much emphasis is laid on 
fl exibility and adaptability. In the past, it would have been a Herculean task to reengineer the 
processes, but in an IT-enabled environment, reengineering of processes at the server level would 
simultaneously and eff ortlessly lead to reengineering across the organization.

Performance Th e existence of an organization is primarily dependent on its ability to create 
value and continuously increase the rate of return on investment (ROI). Th e two pillars 
supporting the performance of an organization are people and IT. Th e integration of these two 
factors plays the pivotal role in improving the performance of an organization at both individual 
and organizational levels. IT helps in documenting the knowledge pool in an organization and

FIGURE 1.1 HRM and the 3 Ps

3 Ps

People Processes Performance

The evolution of HRM can 
be traced back to the HR 
movement in the ancient 

period.
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4 Human Resource Management

making it available to the employees through intranet and similar means. Further, management 
of knowledge workers is diff erent from that of conventional employees as the level of intelligence 
and maturity of knowledge workers is higher and, hence, they expect greater levels of fl exibility 
and freedom in their work area.

HRM and Its Evolution in India 
Th e history of HRM in India dates back to the early 1980s when Mr Udai Pareek and Mr T.V. Rao 
championed the cause of the HRM movement. Th e early adopters of the HRM movement include 

public sector enterprises such as Bharat Heavy Electricals Limited (BHEL), 
State Bank of India, etc. Initially, Indian organizations used to have an industrial 
relations (IR) department, which was subsequently re-christened as the 
personnel and IR department, and made part of with the welfare department 
as one of its sub-departments. Th e personnel department predominantly suited 
the blue-collar employees since their general awareness and educational levels 
were low and the approach was more of administrative nature. Th e growing 
importance of the service sector in the Indian economy has also highlighted 
the importance of change in approach by the personnel and administrative 

departments. Th e profi le of an employee in the new scenario has the following features:

• Employees are mostly in their mid-twenties or early thirties. 
• All employees are educated and their level of general awareness is high. 
• Employees are more committed to the profession than to the organization. 
• Th e rates of attrition and the level of mobility of employees among the organizations are high. 

Th e organizations have to compete for scarce resources, the most important among them 
being the human resources, more so in the case of the service sector. Th is has called for the 
radical transformation of personnel and administrative departments into human resource 
departments to refl ect the human facet of organizations. A glance at the structure of various 
Indian organizations indicates that the majority of the organizations have rechristened their 
personnel and administrative departments as human resource development (HRD) departments. 
However, this transformation into the HRM mode is at various stages in diff erent organizations. 
Th e progressive players and market leaders, especially in the IT and service sectors, have fully 
adopted this approach while other players are in the process of adoption. 

Th e transformed HR department performs the following functions: 

• Participating in the strategizing sessions of business policy
• Preparing the HR strategies in coordination with the corporate strategies

•  Implementing the various HR policies and practices including HR plan-
ning, recruiting and inducting, compensation structuring, career plan-
ning, competence mapping, managing performance etc.

Th e fl ow of activities in the HRM function is diagrammatically represented 
in Figure 1.2. 

Overall, the HR department has outgrown its mere functional role and 
has come to assume the responsibility of building the brand for the company 

The growing importance 
of the service sector 

in the Indian economy 
has also highlighted 

the importance of 
change in approach 

by the personnel 
and administrative 

departments.

The HR department 
has outgrown its mere 

functional role and 
has come to assume 

the responsibility of 
building the brand for the 

company.
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5Nature and Concept of HRM

Corporate strategy

Business plan

HRM strategy

Culture
building

Leadership and
team building

Competency
mapping

Manpower
planning

Recruitment
and induction

Compensation
structuring

Performance
management

system

FIGURE 1.2 Flow of activities in the HRM function

to attract the best available talent in the market and also to retain the existing talent. Th is helps 
in reducing the recruitment cost and the replacement cost apart from reducing the attrition rates, 
which helps the organization to complete its projects in time.

MAJOR FUNCTIONS OF  HUMAN RESOURCE MANAGEMENT

Human resource may be defi ned as the total knowledge, skills, creative abilities, talents, and 
aptitudes of an organization’s workforce as well as the values, attitudes, approaches, and beliefs of 
the individuals involved in the aff airs of the organization. It is a sum total or aggregate of inherent 
abilities, acquired knowledge, and skills possessed by the employees of an organization. HRM is 
concerned with getting better results through effi  cient management of employees.

Th e process oriented nature of HRM brings people and organizations together so that the 
goals of each are met. It has a pervasive nature and helps people to realize their potential fully. It 
encourages employees to give their best and be dynamic rather than being dogmatic. It facilitates 
the organization by providing competent and motivated employees. It has a cohesive role to play 
by unifying all the departments in an organization.

Th e  functions of HRM are related to specifi c activities of personnel management, which 
include staff  development, compensation, and employee relations. Th ese functions are directly 
linked to objectives and strategies of the organization. An organization comes into existence 
for the realization of its objectives. Th e objectives determine the structure, and the structure 
determines the diff erent roles and positions in an organization. Th is is the starting point for the 
functions of HRM. We will now discuss the various functions of HRM:

Staf  ng 
Organizational design defi nes the diff erent positions in the staff  hierarchy. Staffi  ng is one of the 
primary functions of HRM and involves work analysis, HR planning, recruitment, selection, 
placement, induction, and orientation. Th e following paragraphs discuss these functions:
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6 Human Resource Management

Work analysis Work analysis provides some basic information on various skills required to 
perform the job eff ectively, so that it creates and sustains organizational capability. Work analysis 
includes the following:

• Collecting data, information, facts, and ideas relating to various aspects of jobs, including men, 
machines, and material

• Preparing job description, job specifi cations, job requirements, and employee specifi cations, 
which will help in identifying the nature, levels, and quantum of human resources

• Providing the guides, plans, and basis for job design and for all operative functions of HRM

HR planning HR planning is a process by which the management of an organization determines 
its future requirements and formulates plans for eff ective utilization of the existing human 
resources to fulfi l these requirements. It is a strategy for the acquisition, utilization, improvement, 
and preservation of an enterprise’s human resources. It relates to establishing job specifi cations, 
determining the number of personnel required, and developing sources of human resources. Th e 
HR planning function involves the following:

• Estimating present/future requirements, and supply of human resources based on objectives 
and long-term plans of the organization

• Forecasting HR requirements based on the present inventory of human resources
• Suggesting steps to meet the future HR requirements

Recruitment Recruitment is the process of acquiring applications for specifi c positions to be 
fi lled in the organization. In other words, it is a process of searching for and pooling of applications 
for jobs, so that the right people may get selected. Th e process involves the following:

• Sourcing of applications from internal and external sources
• Strategizing to attract the best talent from the market
• Screening the applications and preparing for the selection process 

Selection Selection is the process of diff erentiating between applicants in order to identify (and 
hire) those with a greater likelihood of success in a job. Th e selection function includes the following:

• Preliminary screening interview  • Interview
• Application blanks • Hiring decision
• Psychological tests

Placement Placement is a process of assigning the selected candidates with the most suitable 
job. It is the matching of employee specifi cations with job requirements.

Induction and orientation of employees Induction is the process of integration attempted by 
the organization to introduce the organizational policies and programmes to new employees. Th e 
orientation programme involves the following:

• Acquainting the employee with company philosophy, objectives, policies, growth opportunities, 
etc.

• Introducing the employee to the people with whom they will work
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7Nature and Concept of HRM

Performance Appraisal 
Performance appraisal may be defi ned as the systematic evaluation of an individual with respect 
to his/her potential for development. Th e appraisal process involves the following:

• Developing appraisal policies and procedures
• Conducting performance appraisal
• Evaluating appraisal and performance management

Training and Development 
Training is a process of enhancing the effi  ciency, capacity, and eff ectiveness at work. Th e function 
includes the following:

• Identifying training needs at the individual, group, and organizational levels
• Designing training programmes
• Evaluating the eff ectiveness of training programmes

Career Planning and Management 
Career management is an organizational process that implements and monitors career plans 
within the organization’s career systems. Th e function includes the following:

• Providing career guidance and support to the employees
• Counselling and assisting employees on transfers and promotions

Compensation Management 
Compensation is a systematic approach to provide monetary benefi ts to employees in exchange 
for work performed. Th e function includes the following:

• Conducting job evaluation process
• Developing suitable wage and salary programmes
• Formulating incentives and other fringe benefi ts

Human Resource Accounting, Audit, and Research 
In today’s organizations, HRM is measured and evaluated by auditing and accounting procedures. 
Th e function includes the following: 

• Performing HR accounting, which is a measurement of the cost and value of HR in the 
organization

• Conducting HR audit, which evaluates policies and procedures to determine the eff ectiveness 
of HRM

• Conducting research, developing a database, and evaluating the existing HR practices for 
better functioning

Th ese functions constitute the strategic approach to manpower management in an organization. 
Managing people involves employing people, and designing and developing the related resources 
to enhance their performance. More importantly, it involves utilizing and compensating their 
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8 Human Resource Management

service to optimize business profi tability through employee performance. Th e human capital 
within various departments needs to kept motivated to enable the company to benefi t from 
employee skills and experience.

 ORGANIZATIONAL STRUCTURE

An organization is a closely coordinated social entity with an identifi able boundary that functions 
on a relatively continuous basis to achieve common objectives and goals. Th e objectives determine 
the structure. Organizational structure defi nes how tasks and relationships are allocated and 
coordinated. In other words, it refers to the defi ned relationships between the elements of the 
organization—people, tasks, information, and control processes. Th e management of people in 
organizations constantly raises questions such as the following:

• Who does what?
• How should activities be grouped together?
• What lines of communication need to be established?
• How can the roles and objectives be aligned together?

HR managers and practitioners should be able to contribute to the process of organizational 
design as they understand the factors aff ecting organizational behaviour. Th e process of 
organizing can be understood as the design, development, and maintenance of a system of 
coordinated activities in which individuals and groups of people, guided by a leader, work 
towards organizational objectives. Th e key term here is ‘system’. Organizations are considered as 
open systems, which are aff ected by internal and external environments, and have a structure of 
their own. Organizational design is the process of developing an organizational structure. 

Organizational structure may be explained with the help of variables such as the following:

• Centralization—the number of people participating in decision-making with respect to major 
policies and planning

• Autonomy—the freedom experienced by the top management in decision-making
• Diff erentiation—the number of specialized functions represented in diff erent departments
• Formalization—the extent to which an employee’s role is defi ned by formal documentation  
• Span of control—the number of subordinates that a manager can and should supervise
• Specialization—the number of specialized functions identifi ed and formalized in the 

organization

Th ese components may not be exhaustive, but serve our purpose of understanding the organi-
zational structure (Figure 1.3 depicts the organizational chart of the HR department of a com-
pany). An organization may have functional structure, divisional structure, or matrix structure. 
We will now discuss these organizational structures.

 Functional Structure
It is a typical type of organizational structure where positions are grouped according to their 
main or specialized functions. It is most widely used for basic functional areas such as marketing, 
fi nance, HR, operations, and production. In an organization where a functional structure is 
adopted, it becomes easier to identify the key result areas (KRAs). Th e terminology might diff er 
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9Nature and Concept of HRM

D
iv

is
io

n 
of

hu
m

an
 re

so
ur

ce
s

R
im

i T
ha

ku
r

As
so

ci
at

e 
Vi

ce
 C

ha
nc

el
lo

r

Em
pl

oy
m

en
t

se
rv

ic
es

N
. R

aj
am

,
D

ire
ct

or

EP
A 

pe
rs

on
ne

l

Va
ca

nt
, D

ire
ct

or

H
R

 in
fo

rm
at

io
n

m
an

ag
em

en
t

Si
m

ra
n 

Si
ng

h,
D

ire
ct

or

Pa
yr

ol
l

R
am

 M
oh

an
, 

D
ire

ct
or

B
en

ef
its

K
ira

n 
Sh

ro
ff

, 
D

ire
ct

or

B
en

ef
its

 
in

fo
rm

at
io

n
sy

st
em

s

R
ec

og
ni

tio
n 

an
d 

pe
rq

ui
si

te
 

pr
og

ra
m

m
es

N
or

th
 

Ca
ro

lin
a

U
ni

ve
rs

ity
ch

ild
ca

re
ce

nt
re

Le
av

e 
ad

m
in

is
tr

at
io

n 
an

d 
w

or
ke

rs
 

co
m

pe
ns

at
io

n
Sh

ilp
a 

D
eo

,
M

an
ag

er

Em
pl

oy
ee

re
la

tio
ns

Sa
m

an
 A

li,
D

ire
ct

or

Tr
ai

ni
ng

 a
nd

 
or

ga
ni

za
tio

n
de

ve
lo

pm
en

t
R

oh
an

 A
ro

ra
,

D
ire

ct
or

Cl
as

si
fic

at
io

n 
an

d
co

m
pe

ns
at

io
n

Jo
el

 J
oh

n,
D

ire
ct

or

Po
si

tio
n

cl
as

si
fic

at
io

n 
an

d 
co

ns
ul

tin
g

Co
m

pe
ns

at
io

n
re

se
ar

ch
 

an
d 

an
al

ys
is

B
ac

kg
ro

un
d

ch
ec

ks

H
R

 s
ys

te
m

sp
ec

ia
lis

ts

Ta
x 

m
an

ag
em

en
t

R
ita

 S
ha

rm
a,

As
si

st
an

t
D

ire
ct

or

Pa
yr

ol
l

m
an

ag
em

en
t

Sa
nd

ee
p 

Ko
th

ar
i,

As
si

st
an

t
D

ire
ct

or

Cl
ie

nt
 

se
rv

ic
es

Sh
ee

ba
 J

ac
ob

,
As

si
st

an
t 

D
ire

ct
or

ER
co

ns
ul

tin
g

Em
pl

oy
ee

tr
ai

ni
ng

 a
nd

de
ve

lo
pm

en
t

O
rg

an
iz

at
io

n
co

ns
ul

tin
g

Ca
m

pu
s

tr
ai

ni
ng

ad
m

in
is

tra
tio

n

Em
pl

oy
ee

 
as

si
st

an
ce

 
pr

og
ra

m
m

e

M
ed

ia
tio

n
se

rv
ic

es

D
is

ci
pl

in
e 

an
d

gr
ie

va
nc

e
fa

ci
lit

at
io

n

Ce
nt

ra
l 

pe
rs

on
ne

l
fil

es
 a

nd
 d

at
a

H
R

 s
ys

te
m

Co
m

pl
ia

nc
e

an
d 

ta
x

re
po

rt
in

g

In
te

rn
at

io
na

l
ta

x

Pa
yr

ol
l

pr
oc

es
si

ng

D
ed

uc
tio

n
pr

oc
es

si
ng

H
R

 d
iv

is
io

n

IT
 a

nd
 w

eb
su

pp
or

t

H
R

 in
fo

rm
at

io
n 

sy
st

em
s

an
d 

te
ch

no
lo

gy

Sh
ub

hr
a 

B
hu

sh
an

, 
As

si
st

an
t

D
ire

ct
or

In
te

rn
at

io
na

l 
em

pl
oy

m
en

t

V.
 J

ag
m

oh
an

, 
M

an
ag

er

U
ni

ve
rs

ity
 ta

rg
et

ed
st

af
fin

g

Ex
ec

ut
iv

e 
se

ar
ch

 s
er

vi
ce

s
Ja

sp
al

 K
au

r, 
D

ire
ct

or

U
ni

ve
rs

ity
 te

m
po

ra
ry

se
rv

ic
es

 R
ee

na
 S

en
, M

an
ag

er

Re
cr

ui
tm

en
t

an
d 

st
af

fin
g

Sa
ng

ita
 K

um
ar

,
As

si
st

an
t D

ire
ct

or
   

   
   

   
   

 

FI
G

U
R

E 
1

.3
 

Ex
am

pl
e 

of
 th

e 
or

ga
ni

za
tio

na
l c

ha
rt

 o
f t

he
 H

R
 d

ep
ar

tm
en

t o
f a

 c
om

pa
ny

9780198074113_02_CH 01.indd   99780198074113_02_CH 01.indd   9 9/18/2012   3:37:35 PM9/18/2012   3:37:35 PM

© Oxford University Press. All rights reserved.

Oxfo
rd

 U
niversi

ty
 Pre

ss



10 Human Resource Management

from organization to organization. In some organizations, certain departments may not exist. For 
example, religious organizations may not have a production department. 

A functional structure provides large scope for employment as it seeks diverse skills and 
knowledge from the employees. Th e HR manager’s function is to set clear career paths within the 
specialized function and allow for the career growth of employees. It provides opportunities to 
employees to develop in-depth expertise. Th ere is clarity that each position specializes in a specifi c 
function, thereby contributing to the functional expertise of the organization. Th e HR manager’s 
role is to strengthen each of the functional departments by conducting continuous training and 
development programmes. 

A functional structure is more suited to organizations where the number of products or 
services is limited. For better coordination of the various functions, a formal structure has to be in 
place. Figure 1.4 depicts a functional structure.

Chairman

Managing director

Production
department

Marketing, 
sales, and public 

relations department

Financial affairs 
department

HR
department

Legal affairs 
department

Quality 
department

Sales 
department

Marketing 
department

Accounts 
audit 

department

Recruitment, training 
and development, 

compensation 
department

Quality 
control 

department

Quality 
assurance 
department

FIGURE 1.4 Functional structure

 Divisional Structure
A divisional structure is a type of departmentalization in which positions are grouped based on 
similarity of products, services, or geographical areas. Divisional structure refers to the division 
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11Nature and Concept of HRM

of large functional pyramids into smaller, more fl exible, administrative units. It is designed to 
promote self suffi  ciency and effi  ciency in the units. Th e more popular forms of divisional structure 
are the product divisions and geographical divisions. Product divisions are more suitable for 
large, multi-product organizations. In this form of organizational structure, the large functional 
units are further divided into small units, and each such unit is grouped in terms of products 
manufactured and sold. Each division is responsible for its own performance and profi tability. 
Each unit has a functional structure within it, such as personnel, manufacturing, and marketing 
departments. Functional managers perform the tasks associated with the products of their own 
division.

Each division needs to perform the HR functions. For example, product development and 
specialization demand expertise from the research and development (R&D) wing. Th e process of 
recruitment needs to identify such individuals. At times, certain groups of the workforce such as 
sales personnel may be increased based on the performance of the company. In other words, the 
HR functions need to be customized in accordance with the performance of the organization and 
demand from the market. A divisional structure is represented in Figure 1.5.

 Matrix Structure
A matrix structure is a type of departmentalization wherein function and division patterns are 
superimposed and are combined in the same structure. Essentially, a matrix structure has two 
chairs of command—vertical and horizontal. As shown in Figure 1.6, the functional departments 
such as human resources, marketing, fi nance, R&D, production, and engineering constitute the 
horizontal hierarchy. Th e managers of diff erent products represent the divisional units, which 
operate vertically across the structure. In a matrix structure, an employee has to report to two 
matrix bosses. For example, an employee of the marketing department may report to the Vice-
President–Marketing horizontally and to the manager of a particular product vertically. Th erefore, 
the structure is more complicated and overrules the unity of command. Th us, the matrix structure 
facilitates decentralization of decision-making. 

Th e role of an HR manager is complicated as it includes a range of functions from training of 
employees in interpersonal skills and decision-making to handling critical incidents.

HRM AND  IT 

Th e advent of information technology has changed the competitive landscape of the corporate 
world. IT infl uences the corporate world through three factors:

• IT practices: It denotes the capabilities of a company to eff ectively utilize IT applications and 
infrastructure to support its business processes and operations.
•  Information management practices: It denotes the organizational capabili-

ties to manage the entire information life cycle, that is, sensing, collecting, 
organizing, processing, and maintaining information.

•  Information behaviours/values (IBV): It indicates the organizational 
capabilities to promote behaviours and values that facilitate the eff ective use 
of information.

HR managers have to 
initiate an organizational-
culture building exercise 

for internalization and 
adoption of the desired 

values.

9780198074113_02_CH 01.indd   119780198074113_02_CH 01.indd   11 9/18/2012   3:37:35 PM9/18/2012   3:37:35 PM

© Oxford University Press. All rights reserved.

Oxfo
rd

 U
niversi

ty
 Pre

ss
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13Nature and Concept of HRM

President

R&D Manufacturing Marketing Finance Procurement

Manager–
Product X

Manager–
Product Y

Manager–
Product Z

HR

FIGURE 1.6 Matrix structure
Source: http://sameh.  les.wordpress.com/2006/05/Organization%20Structure3.jpg

Th e fi rst one, that is, IT practices, is more in the domain of IT specialists, 
while the HR department has to deal with the second and the third, 
respectively. HR managers have to work in close coordination with the IT 
head for creating awareness about the information management practices. 
Th e key challenge is to defi ne and communicate the information behaviours/
values expected from the employees. More importantly, HR managers have 
to initiate an organizational-culture building exercise for internalization and 
adoption of the desired values.

HRM AND  COMPETENCY BUILDING 

Two of the recent and widely used terms among HRM professionals are ‘competency building’ 
and ‘competency mapping’ among the employees. Beginners in the subject would wonder what 
could be the importance of the so called ‘competence’ in organizational context and more so from 
the HRM perspective. Michael Porter, who shared his pathbreaking research fi ndings through his 
book Competitive Advantage, has proposed that the competitive advantage for an organization is 

HR managers have to 
initiate an organizational-
culture building exercise 

for internalization and 
adoption of the desired 

values.
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14 Human Resource Management

Resources

Capabilities

Distinctive competencies
Cost advantage or

differentiation advantage
Value creation

FIGURE 1.7 Model of competitive advantage

dependent on its distinctive capabilities to use the available resources for value creation. One of 
the fundamental and generic models of competitive advantage is shown in Figure 1.7. 

Th e model shown in Figure 1.7 indicates that the activities of an organization are based on 
various resources, such as material, human, fi nancial, etc., and the capabilities would vary from one 
company to another. For instance, L&T Ltd has the capabilities to undertake and execute large-
scale construction projects in a time-bound manner. Its distinctive capabilities are those that are 
unique to the company. In the same way, Reliance has the capabilities to undertake and complete 
large-scale petrochemicals projects as a strategy towards forward and backward integration and 
gaining economies-of-scale over its rivals. Depending on its distinctive capabilities, an organization 
can have cost advantage or diff erentiation advantage. Indian IT companies are typical examples, 
as they started with a cost advantage and are gradually moving towards diff erentiation advantage 
to meet the competition in American and European markets. At the end of the entire process, an 
organization should be able to create value for all its stakeholders, that is, employees, shareholders, 
investors, etc.

HRM AND  PERFORMANCE MANAGEMENT 

In the present competitive scenario, one of the foremost challenges for the organizations, and 
more specifi cally for the HR department, is to facilitate performance of individuals to realize 
the organizational objectives. Planning for performance is the fi rst step towards performance 

management.
Performance planning can be defi ned as systematic outlining of tasks/

activities to be carried out by the employees during the specifi c period so 
that they are able to contribute towards accomplishment of organizational 
goals. Th e planning process involves aspects such as the time frame, activities/
area-wise targets, tasks to be coordinated, etc. In short, performance planning 
emphasizes individual contribution vis-à-vis the organizational goals. Th e 
scope of performance planning in an organization covers its entire set of 
employees. Further, there has been an eternal debate as to whether perform-
ance planning should be top-down, bottom-up, or both ways. Th e process 

Planning for performance 
is the  rst step 

towards performance 
management.

The scope of 
performance planning in 

an organization covers its 
entire set of employees.
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15Nature and Concept of HRM

of performance planning involves various activities such as task analysis and/
or activity analysis, analysis of key performance areas (KPAs), analysis of key 
result areas (KRAs), tasks and target identifi cation, preparation of activity 
plans/action plans, goal setting exercises, etc. 

Practitioners and researchers aft er prolonged debate have come to the 
conclusion that there is no generic and universally applicable performance 

management model and the approach would depend on the specifi cities of individual 
organizations. Th e various aspects of devising the performance management system (PMS) of an 
organization are as follows: 

• Results and output: Th e foremost aspect is measurability of the output; for instance, the results 
achieved have to be defi ned clearly in terms of number, fi gures, etc. It is important for the 
appraiser as well as the appraisee to state clearly the yardsticks for measurement. 

• Input dimensions: Th ey indicate the activities/tasks to be carried out by individual employees 
for achieving the tasks set or defi ned. Th e other aspects to be considered are time frame and 
input quality. As it is said, a task well planned is half the success achieved, and the ability of an 
employee lies in accurately assessing and arranging the requirements for successful completion. 

• Time dimension: Apart from the objectives/goals/targets, in a competitive environment, it is 
critical for employees to complete the jobs assigned to them in time. Oft en, people tend to 
evaluate performance without taking into account the time aspect, but for a comprehensive 
and objective analysis, performance has to be assessed against time. Further, while evaluating 
performance, it is essential to analyse the time taken by the same employee or another em-
ployee to complete a similar job under similar circumstances.

• Focus dimension: Performance also has a focus dimension and it would depend upon the area of 
focus, which varies from job to job. For instance, in case of a trainer, the areas of focus would be 
self-learning as well as facilitating the learning of the trainees. In case of marketing managers, 
the focus area would be gaining market share in the existing as well as new markets, etc.

• Input–output relationship: It indicates the eff ort vis-à-vis performance. In this sense, the measure 
for performance would be whether an employee could deliver higher levels of performance for 
the same input, which would imply improved levels of effi  ciency.

• Role clarity and performance facilitation: Oft en, employees are found lacking in performance 
due to lack of clarity about their roles and responsibilities. In other words, they lack clear 
understanding of their job profi le and the responsibilities. Th e immediate superior is also 
responsible for such a situation since it is his or her responsibility to see that the employees 
concerned have a clear idea of their job profi le and responsibilities.

HRM AND  LEADERSHIP BUILDING

Many successful organizations are of the view that the success, to a large extent, is dependent on 
having the right leaders at the right time. Th e debate here is whether leadership should emerge on 
its own in an organization or the organization should make a conscious attempt to build leaders 
for its future growth. Prima facie, both the approaches are equally valid for building successful 
leadership. For instance, when we look at some of the successful enterprises such as Reliance, 
Infosys, etc., it is observed that the growth and development of the these organizations is mainly 

Often, employees 
are found lacking in 

performance due to lack 
of clarity about their roles 

and responsibilities.
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16 Human Resource Management

because of the foresight and leadership capabilities of their founders, that is, Dhirubhai Ambani 
and Narayana Murthy, respectively. 

Similarly, when we analyse the emergence of great historical leaders, we fi nd that they did not 
establish their leadership overnight, but through a sustained and long-term process. For instance, 
in our country, we have had leaders such as Mahatma Gandhi, who from his humble background 
rose to become one of the all-time great leaders of the world. Mrs Indira Gandhi, who belonged 
to one of the most infl uential political families of the country, also became a great leader over a 
period of time.

Some of the key issues in the emergence of leaders are as follows:

Knowledge Socrates thought that professional or technical competence is a prerequisite for 
holding the position of leadership. It is a general tendency of people to follow somebody who 
knows what to do in a crisis. Th e three important qualities that attract people towards leaders 
are authority of position/rank, authority of personality, and authority of knowledge. Socrates 
clearly emphasized the latter. Kautilya, one of the renowned ancient Indian strategists, has given 
an extensive description of successful leaders and their essential traits. 

Experience Leaders are born rarely and oft en are products of their times. It would not be an 
exaggeration to say that the times of trials and tribulations in history have provided excellent 
opportunities for the emergence of leaders. Nelson Mandela had to struggle for about three decades 
to emancipate himself and other fellow compatriots in South Africa. 

Action-orientedness Mere intellectual thought and foresight would not make a good leader 
since the followers constantly look forward to their leader for command and orientation. As the 
saying goes, a leader should lead by example fi rst and then, aft er developing the followers, adopt 
the approach of leading from behind.

People management capability One of the essential qualities of successful leaders is to convince 
and carry along their subordinates on an identifi ed course of action to realize the collective 
objectives. Th e prolonged freedom struggle did not deter the people of India from continuing to 

believe in the leadership of Mahatma Gandhi. Similar is the case of Nelson 
Mandela. In Myanmar, Aung San Sui Kyi, the leader who had been fi ghting 
for democratic rights of people in her country for many years, had many loyal 
followers in spite of the oppression by the military junta. 

Foresight and acumen Leaders should be able to predict the future with 
conviction so that the followers remain patient and persistent till the end. Moses 
in ancient Christian mythology was one such leader, who led his followers on 
the path of truth in spite of many a struggle.

Leaders should learn from the above historical examples, while establishing 
leadership-building practices in an organization. A proactive HR strategy, 
which attempts to build good leaders, would have the following features: 

• Recruitment policies that attract and retain the best talent in the country
•  Job postings that provide challenging and learning assignments to pro-

spective organizational leaders 

The three important 
qualities that attract 

people towards leaders 
are authority of position/

rank, authority of 
personality, and authority 

of knowledge.
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17Nature and Concept of HRM

•  Career planning that facilitates growth of youngsters into organizational 
leadership positions 

•  Organizational culture-building exercise that can promote parameters such 
as openness, transparency, honesty, and integrity of employees

According to Socrates, a successful leader should have the following six skills: 

• Selecting the right man for the right job 
• Punishing the bad and rewarding the good 
• Winning the goodwill of subordinates
• Attracting alliance and helpers
• Keeping what they have gained
• Working diligently and effi  ciently to fulfi l their own responsibilities 

HR managers, while grooming prospective leaders, should attempt to inculcate the aforemen-
tioned skills in them. Lao Tzu, in his writings on leadership, has envisaged a humble leader who is 
neither self-assertive nor talkative. Alexander the great, the Greek emperor known for his charis-
matic leadership, used to march along with his soldiers on foot even in deserts and adverse condi-
tions to maintain the unity and team spirit of his soldiers. Th is quality holds equally good in the 
organizational context, as the actions of leaders should speak for themselves.

HRM AND  CHANGE MANAGEMENT

Change is inevitable in life and yet we feel comfortable and secure in an environment that is 
steady and where the future does not appear uncertain. In case of organizations, the general 
tendency is to be complacent with policies and practices that have been successful in the past. 
Oft en, organizations and individuals at the helm of aff airs get into the delusion that past success 
is a guarantee of future success and one has to continue to adhere to policies and practices that 
have been successful in the past. It is for this reason that the list of Fortune 500 companies of the 
world keeps changing every decade.

A cursory glance at the history of many of the successful organizations indicates that 
organizations that have been adaptive and change-oriented continue to be successful, while those 
otherwise become a part of history. Adaptability and change orientation cannot be inculcated 
overnight, but organizations have to build practices to facilitate and nurture change management 
processes. In the contemporary scenario, organizations are faced with multi-faceted challenges, 

such as changes in technology, competition, etc., and increasingly face new 
challenges on account of change. It is important to note that though change 
has been prevalent in all times, of late the pace of change has become very 
rapid. 

Some of the new challenges for organizations are as follows:

• Customers and global operations demand 24 × 7 service.
• Technology facilitates any-location work possibilities.
•  Geographical borders have been blurred and a virtual world has been 

created.
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18 Human Resource Management

Th ese developments make the challenges of HR even more diffi  cult. 
Human resource, which has been a staff  function, has now assumed a strategic 
function, as it has to coordinate with other functional areas in forecasting 
the future and gearing up the human resources to meet the future challenges. 
Simultaneously, HR has the onerous task of convincing the top management 
to initiate and sustain change management programmes, which usually have 
initial debacles. Some of the challenges for HR personnel as regards change 
management are as follows:

• Facilitating the work–life balance for employees
• Facilitating the culture change for employees
• Competence mapping and building 
• Preparing career plans
• Managing attritions 
• Managing cultural diversity 
• Sustaining and improving the productivity and creativity
•  Reorienting the organizational practices and policies to suit the new 

generation employees

In the context of work–life balance, the employees have to balance among work, home, and 
community, and HR personnel have responsibilities such as the following:

• Facilitating pragmatic awareness programmes
• Facilitating their thinking both about work and non-work life streams
• Educating managers to counsel and coach employees
• Providing professional counselling directly to employees who are struggling to adjust

One of the important challenges in change management vis-à-vis HR functions is making 
organizations and employees adapt to jobs and careers that have short life cycles. For this purpose, 
organizations as well as employees will have to frequently reinvent themselves through continuous 
learning and skill upgradation. Th e learning processes have to be synchronized in the sense that 
organizations and employees have to work in sync in the same direction. In the present context, 
employees have a greater responsibility to continuously learn and upgrade themselves if they want 
to remain useful to the organization and progress in their careers.

All said and done, there is no universal approach to change management, as the success of 
change initiatives is dependent on various factors such as organizational culture, determination 
of the top management, and proactiveness of the HR personnel.

VALUE-BASED HUMAN RESOURCE STRATEGY

Organizations in the competitive scenario are continuously faced with the 
necessity to create and sustain practices that facilitate value creation. Th e 
existence of organizations is largely dependent on creating outputs that 
mathematically outweigh the value of inputs, which in turn gives it the 
competitive advantage over its rivals. Th e human resources has a key role in 
the entire process, which includes the following responsibilities:

HR has the onerous 
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change management 
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19Nature and Concept of HRM

• Developing the competitive advantage of organizations by proactively updating the business 
strategy

• Contributing to creation and catering of shareholder value and for this purpose, creating 
short-, medium-, and long-term strategies to facilitate cash generation

• Developing the HR strategy as an integral part of the business strategy
• Taking the top management or CEO of the organization into confi dence while formulating 

the HR strategy
• Reorienting the processes, priorities, and skills of the HR department to facilitate and support 

the HR strategy for value creation

Th e essential components of an HR strategy are plans and programmes related to HR projects, 
intentions that crystallize into specifi c plans/projects, formal and informal arrangements in 
organizations to facilitate work processes, economic value creation, etc. Oft en, HR professionals 
tend to author the HR strategy independently. However, for the success of the strategy, HR 
professionals must create acceptance and credibility for it by taking inputs from the various 
functional departments.

HOLISTIC FACET OF HRM

HR personnel are increasingly expected to involve themselves in business planning and execution 
to understand the business requirements and tune the HR strategies to the emerging business 
realities. Any holistic HRM approach would include the following dimensions:

• Participating in business strategy planning
• Tuning HR strategies to business strategy requirements
• Undertaking change management programmes to bring in cultural transformation 

•  Coordinating with the business heads to implement HR strategies and 
policies

•  Promoting active ownership of HR policies by business heads to improve 
credibility of the policies and successfully implement them

Th us, it is clear that the HR function has become more demanding and 
is no longer restricted to be just a personnel, training, or administrative 
function, but is a hybrid of all these functions, which calls for new skills and 
attitude from the HR personnel.

ESSENTIAL SKILLS FOR AN  HR MANAGER

From these discussions, it is clear that the HR manager has to totally reorient himself before 
attempting to address the organizational challenges. Some of the  skills required in an HR manager 
in the emerging context are discussed as follows (Figure 1.8):

Strategic planning A broad review of global human resource development shows that HR 
managers have been increasingly participating in the strategic planning process, and this evidence 
suggests that the strategic planner is an emerging role in HR.

HR personnel are 
increasingly expected 
to involve themselves 
in business planning 

and execution to 
understand the business 

requirements.
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20 Human Resource Management

Skills for an HR manager

Strategic planning
Understanding 

business requirements
Leadership and 

team-building skills

Knowledge 
management

Facilitation and 
coordination

FIGURE 1.8 Essential skills for an HR manager

Simply put, strategic planning determines where an organization is headed for over the next 
year or more, how it is going to get there, and how it would know if it got there or not. An HR 
strategic plan helps in defi ning goals and strategies for achieving them. It enables the department 
to go beyond day-to-day tasks to see its larger purpose and function within the organization. 
Additionally, having a strategic plan can help show HR executives, the business rationale for its 
decisions by demonstrating how HR actions fall into the organization’s overall goals.

An organization-wide business plan outlines the organization’s current situation and where it 
intends to go. In its simplest form, the plan is a goal statement. We can enhance the value of the 
HR by linking it with the organization’s goals.

An HR strategic plan describes what the HR must do to help the organization achieve its goals 
by listing the steps for meeting those goals, target dates for completion, and specifi c guidelines for 
measuring performance.

Th e following steps are key to the successful implementation of an HR strategic plan:

• Set measurable goals.
• Involve the right people in the planning process.
• Communicate aft er the planning.

Th e HR managers need to be conscious of the above aspects and should have the expertise 
and capability to take part in strategic planning, to understand its linkage to HR goals, and more 

importantly to translate the organizational strategic plans into HR action 
plans and ensure their   implementation.

Understanding business requirements and realities HR managers need to 
have an understanding of the business requirements and realities. Oft en, HR 
managers become unmindful of the business context while pursuing their own 

An HR strategic plan 
describes what the HR 

must do to help the 
organization achieve its 

goals.
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21Nature and Concept of HRM

agenda. For instance, if the top management is trying to achieve the annual targets 
and the HR manager comes up with an innovative HR practice unconcerned 
with the business targets, it is likely to be rejected by the top management. In 
addition, it is essential for HR managers to understand the business jargon to 
be able to relate their ideas better to the business/technical heads.

Leadership and team-building skills Oft en an eff ective supervisor turns out 
to be an ineff ective manager since he or she does not possess the required leadership and team-
building skills. Managers need to be highly motivated themselves, and profi cient in motivating 
and carrying their teams along with them. In the process of goal setting and project execution, 
team commitment is a critical requirement. Th us, leadership and team-building skills are more 
pronouncedly required in project-based work environments and matrix hierarchy systems.

Knowledge management capabilities Pooling of the available intellectual capital, and making 
it available among the employees at large are considered as critical factor for the success of an 
organization. Th ough there are various IT tools such as intranet, learning management system, 
etc., the effi  cacy of a manager lies in motivating the people to share their knowledge and expertise 
with their peers, etc. HR managers have to be adept not only in soft  skills, but also in building and 
sustaining knowledge management systems in an organization.

Facilitation and coordination Technical experts and project leaders are oft en lost in their own 
world, which leads to gaps and mismatch in organizational performance. It is here that the role of 
HR managers assumes critical importance, as they have to facilitate inter-team and inter-project 
coordination for achieving the desired goals or level of performance.

It is essential for HR 
managers to understand 
the business jargon to be 
able to relate their ideas 

better to the business/
technical heads.

SUMMARY
The chapter begins with an introduction to the current 
and emerging challenges for organizations, and various 
de  nitions and perspectives of human resource man-
agement (HRM). It also discusses the major functions 
of HRM. Further, it discusses the evolution of HRM, 3 Ps 
of HRM, interrelationship between HRM and IT, com-

petency building, performance management systems 
and components, role of HRM in leadership building, 
HRM and change management, value-based human 
resources strategy, holistic facet of HRM, and,  nally, 
the skills required for an HR manager.

Attrition Th e ratio of employees who leave/resign 
from the organization to the total number of em-
ployees, calculated on an annual basis

Blue-collar workers Employees working in manu-
facturing environments with low-pay jobs, usually 
manual labourers

Channelization Th e process of directing the inputs 
for the purpose of obtaining desired outputs

Coherent approach Th e approach that holistically 
considers all factors aff ecting a particular decision

Competency building Th e process of building ca-
pabilities of employees to improve their producti-
vity

Competency mapping Th e process of identifying 
the competencies of all the employees of the organi-
zation

Performance management system (PMS) A sys-
tem designed to manage and improve the perfor-
mance of the employees in an organization

KEY TERMS
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22 Human Resource Management

Multiple Choice Questions
1. Th e purpose of HRM is to
 (a) restructure
 (b) enable appropriate deployment of HR
 (c) minimize medical claims from retirees 
 (d) achieve most output with least input
2. Th e HRM approach focuses on
 (a)  designing the contents of the training to be de-

livered
 (b) the compensation system
 (c)  the quantitative and strategic aspects of man-

aging HR
 (d) none of these
3. Which of the following is not included in the 3 Ps 

of HRM?
 (a) Price
 (b) People
 (c) Processes
 (d) Performance
4. Which of the following is not a concern of HRD?
 (a) Employee training
 (b) Employee orientation
 (c) Employee rights
 (d) Employee appraisals
5. Which of the following is a process that signifi cantly 

aff ects organizational success by having managers 
and employees work together to set expectations, 
review results, and reward performance?

 (a) Management by objectives
 (b) Performance appraisal
 (c) Performance management
 (d) Organizational planning

Fill in the Blanks
1.  is defi ned as systematic outlining of 

activities to be carried out by the employees during 
a specifi c period. 

2. HR managers play a vital role in .
3.  has shared his pathbreaking research 

fi ndings through his book Competitive Advantage.
4. Performance also has a  and it would 

depend upon the area of focus, which varies from 
job to job. 

5. Leadership cannot be established overnight, but 
only through a sustained and .

Concept Review Questions 
1. Explain the importance of HRM in the emerging 

scenario.
2. Explain the contrast between the hard and soft  ap-

proaches of HRM.
3. Describe the evolution of HRM in the Indian sce-

nario.
4. Explain the transformation of HRM into a manage-

ment function.
5. Distinguish between the personnel and HRM func-

tions. 
6. Describe the various facets of HRM.
7. What is the holistic facet of HRM?
8. Does HRM have a role in leadership building in 

organizations?
9. What are the essential skills for an HR manager? 

Project Work
1. Analyse the challenges for HR personnel in the IT 

industry. 
2. Prepare the activity report of an HR manager 

of a company, known for his/her proactive HR 
practices.
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Diva Skin Clinic was founded by Dr Mourya, 
who is a dermatologist. Dr Mourya, who 
hails from an industrial and entrepre-

neurial family, identi  ed skin clinics as an emerging 
opportunity for business. He has seen the success of 
leading chains such as ‘Kaya’, which has ventured into 
beauty and skin clinics across the country. Kaya, which 
started with two clinics, four years ago, has now grown 
to over 100 clinics across India.

Dr Mourya engaged a reputed consultant to do a 
study on the business potential of skin and wellness 
products in the country. The consultant, after an exten-
sive study, came back with the feedback that this busi-
ness could clock in about `5,000 crores in a decade. 
In the report, the consultant suggested separation of 
the skin and wellness aspects, as combining the two 
was leading to confusion in brand equity in the minds 
of potential customers. 

Armed with this feedback, Dr Mourya decided to 
start the ‘Diva’ Skin Clinic chain, as he wanted the 
brand to project the image of a con  dent and modern 
woman, who is self-conscious and strives to look good.

For commencing the operations, Dr Mourya hired a 
core team comprising a CEO and heads of HR,  nance, 

branding, and administration to prepare a blueprint for 
rolling out the chain of clinics.

Dr Mourya, in his brief to the core team, stated that 
he believed in having a structured and professional 
interaction with them, and would like to give them the 
freedom to formulate business plans. However, the 
team must seek his approval before executing plans.

The HR head, Mr Satish, had a series of discussions 
with the core team, about the quality and quantity of 
manpower that could support them in building the 
brand. The core team suggested the following to Mr 
Satish: 

• Recruit the best dermatologists from across 
the city.

• Hire excellent paramedical staff.
• Encourage and support staff who strive to en-

sure service excellence.

Questions
1.  Analyse whether Dr Mourya has a structured and 

professional approach towards HRM at Diva.
2.  Discuss and suggest the approach to be taken by Mr 

Satish to place the HRM practices in the organization 
on a  rm footing.

Diva Skin Clinic
CASE 
STUDY

1

Aditya Communications Ltd is one of the 
top IT  rms operating at various locations 
both within the country and abroad. The 

average age of employees is around 25 years and 
the average rate of attrition in the company is around 
18%. The company currently has an organizational 

culture rooted in traditional values and practices such 
as bureaucracy, dogmatic procedures and practices, 
respect for hierarchy, functional orientation, and com-
paratively rigid compensation structure. The HR head, 
in a review meeting with the SBU heads, has identi  ed 
the following issues:

 Aditya Communications Ltd
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• Building and sustaining the motivation levels 
of employees

• Recruitment and retention of talented young-
sters

• Making the job assignments challenging 
• Providing learning opportunities to employees
• Fast track career paths for star performers

To tackle these issues, the HR head has developed 
an action plan to be implemented over a period of one 
year to accomplish the following:

• Mapping the competencies of the employees
• Evaluating human resources vis-à-vis the current 

and forecasted business strategies
• Creating recruitment plans to meet the compe-

tency gaps

• Retraining and redeployment plans 
• Framing and implementing a  exible compens-

ation structure
• Developing and implementing a comprehensive 

performance management system that can faci-
litate employee motivation, identify the training 
needs, provide for career progression, and more 
importantly, revise the compensation annually

Questions
1.  Discuss this case with your friends and analyse the 

action plan vis-à-vis the challenges faced by the 
organization.

2.  Enact a role-play for the case study and discuss its 
outcomes.

Regal Pharmaceuticals is a reputed com-
pany, known for its proactive HR policies 
and practices. The vision and the mission 

statements of the company also re  ect the corporate 
social responsibility of undertaking environment-
friendly manufacturing activities. Some of the innova-
tive HR practices of the company are as follows:  

• Creating change management plans for prepar-
ing the company in the GATT scenario

• Culture building exercises that support self-
initiation, openness, honesty and integrity, 
team-work, etc.

• Career planning for good performers
• Challenging and learning assignments for gro-

oming future leaders
• Sharing of knowledge management infra-

structure, such as intranet, which nurture and 
support shared learning

However, the chairman and managing director 
(CMD) of the company received a show cause notice 
from the Pollution Control Board on account of pollution 
created by one of the manufacturing units. The notice 
was well publicized in the print as well as electronic 
media and the company’s image of being socially 
responsible was tainted. The PR managers carried 
out extensive campaigns clarifying the company’s 

concern for the environment. The employees of the 
company were perplexed with the external information 
and started doubting the company’s holy vision and 
mission statements and also the credibility of the top 
management. The HR head met with the PR managers 
and decided the course of action. He also organized 
personal meetings of the CMD and top executives 
with the employees in the corporate of  ce as well as 
the manufacturing locations, apart from interviews to 
the media. The HR head in consultation with the PR 
managers created employee awareness groups (EAGs), 
which were empowered to inspect the pollution con-
trol mechanism being implemented by the company. 
The members of the EAG were counselled to tour the 
neighbouring villages to create awareness about the 
responsible actions taken by the company.

Questions
1.  Do you think that the company believes in practising 

what it preaches?
2.  Is the HR department proactive and does it display 

leadership capabilities in the crisis situation?
3.  Would you suggest any additional steps to the HR 

department to address the challenges?
4.  What steps should the HR department adopt to 

reinforce value-based management?

Regal Pharmaceuticals
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