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Message for the Students

Dr. Babasaheb Ambedkar Open (University is the only state Open University,
established by the Government of Gujarat by the Act No. 14 of 1994 passed
by the Gujarat State Legislature; in the memory of the creator of Indian
Constitution and Bharat Ratna Dr. Babasaheb Ambedkar. We Stand at the
seventh position in terms of establishment of the Open Universities in the
country. The University provides as many as 54 courses including various
Certificate, Diploma, UG, PG as well as Doctoral to strengthen Higher
Education across the state.

On the occasion of the birth anniversary of Babasaheb Ambedkar, the Gujarat government secured a
quiet place with the latest convenience for University, and created a building with all the modern
amenities named ‘Jyotirmay’ Parisar. The Board of Management of the University has greatly contributed
to the making of the University and will continue to this by all the means.

Education is the perceived capital investment. Education can contribute more to improving the quality of
the people. Here I remember the educational philosophy laid down by Shri Swami Vivekananda:

“We want the education by which the character is formed, strength of mind is
Increased, the intellect is expand and by which one can stand on one’s own feet”.

In order to provide students with qualitative, skill and life oriented education at their threshold. Dr.
Babaasaheb Ambedkar Open University is dedicated to this very manifestation of education. The
university is incessantly working to provide higher education to the wider mass across the state of Gujarat
and prepare them to face day to day challenges and lead their lives with all the capacity for the upliftment
of the society in general and the nation in particular.

The university following the core motto ey uyze qu: does believe in offering

enriched curriculum to the student. The university has come up with lucid material for the better
understanding of the students in their concerned subject. With this, the university has widened scope for
those students who

are not able to continue with their education in regular/conventional mode. In every subject a dedicated
term for Self Learning Material comprising of Programme advisory committee members, content writers
and content and language reviewers has been formed to cater the needs of the students.

Matching with the pace of the digital world, the university has its own digital platform Omkar-e to
provide education through ICT. Very soon, the University going to offer new online Certificate and
Diploma programme on various subjects like Yoga, Naturopathy, and Indian Classical Dance etc. would
be available as elective also.

With all these efforts, Dr. Babasaheb Ambedkar Open University is in the process of being core centre of
Knowledge and Education and we invite you to join hands to this pious Yajna and bring the dreams of Dr.
Babasaheb Ambedkar of Harmonious Society come true.

v
Prof. Ami Upadhyay

Vice Chancellor,

Dr. Babasaheb Ambedkar Open University,
Ahmedabad.
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Unit: 1
Introduction to Strategic HRM

1.1 Introduction

1.2 Meaning and Definition of SHRM

1.3 Evolution of SHRM

1.4 Difference between Traditional HRM and SHRM
1.5 Objectives of Strategic HRM

1.6 Role of HR as a Strategic Partner

1.7 SHRM and Competitive Advantage

1.8 Challenges in Strategic HRM

1.9 Emerging Trends in SHRM

> Exercise

1.1 Introduction

Human Resource Management (HRM) is concerned with managing people
effectively within an organization. It includes activities such as recruitment, selection,
training, performance appraisal, and compensation. In the modern business
environment, organizations face rapid changes due to globalization, technological
advancements, and intense competition. Therefore, managing human resources
strategically has become essential for long-term success. Strategic Human Resource
Management (SHRM) is an advanced approach that links human resource practices
with the overall goals and strategies of the organization. Unlike traditional HRM,
which is mainly administrative and short-termin focus, SHRM emphasizes a proactive
and long-term perspective. It considers employees as valuable assets who contribute

directly to organizational growth and competitiveness.

SHRM focuses on aligning HR policies such as hiring, training, and
performance management with the organization's strategic objectives. This alignment
helps in improving employee performance, enhancing productivity, and achieving
sustainable competitive advantage. It also promotes flexibility and adaptability among
employees to respond effectively to changes in the business environment. Thus,
Strategic HRM plays a vital role in integrating people management with business
strategy, ensuring that human resources contribute effectively to organizational

success and long-term development.
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1.2 Meaning and Definition of SHRM

Strategic Human Resource Management (SHRM) refers to the process of
aligning human resource policies and practices with the strategic goals of an
organization. It focuses on managing employees in a way that supports the long-

term objectives and overall direction ofthe business.

The meaning of SHRM lies in its emphasis on integrating HR functions such
as recruitment, training, performance appraisal, and compensation with
organizational strategies. It ensures that the workforce is skilled, motivated, and

capable of achieving business goals effectively.

According to experts, SHRM can be defined as "the pattern of planned
human resource deployments and activities intended to enable an organization to
achieve its objectives." This definition highlights the importance of planning and
aligning HR practices with strategy.

In simple terms, SHRM is about using human resources strategically to gain
a competitive advantage and improve organizational performance in a dynamic

business environment.

1.3 Evolution of Strategic Human Resource Management

The concept of Strategic Human Resource Management (SHRM) has
developed gradually as organizations began to realize that human resources are
not just a support function but a key driver of organizational success. This evolution

can be understood in the following stages:
1.  Personnel Management Stage (Pre-1980s)

In the early years, organizations followed Personnel Management, which
was mainly concerned with routine administrative functions such as recruitment,
wage payment, maintaining employee records, and ensuring compliance with
labour laws. The approach was reactive, meaning actions were taken only
when problems arose. Employees were viewed as a cost to the organization,
and there was little emphasis on their development or involvement in decision-
making. The focus was on efficiency, discipline, and control rather than growth

and motivation.
2. Human Resource Management Stage (1980s)

During the 1980s, organizations started recognizing the importance of
employees as valuable resources. This led to the development of Human

Resource Management (HRM). In this stage, more importance was given to



employee motivation, satisfaction, and development. HR practices such as
training and development, performance appraisal, compensation management,
and employee relations became more structured. The approach became more
proactive, focusing on improving productivity and creating a positive work
environment. However, HRM was still not fully integrated with business strategy.

3 Emergence of Strategic HRM (Late 1980s-1990s)

In this phase, organizations began to align HR practices with their overall
business strategies. Strategic HRM emerged as a concept where human
resources were seen as a source of competitive advantage. HR managers
started participating in strategic decision-making. The focus shifted to long-
term planning, workforce planning, and aligning recruitment, training, and
performance systems with organizational goals. This stage emphasized the
importance of having the right people with the right skills in the right positions.

4. Modern Strategic HRM (2000s onwards)

In the modern era, SHRM has become a critical function in organizations. It
focuses on talent management, leadership development, innovation, and
organizational culture. With globalization, digital transformation, and rapid
technological changes, organizations require adaptable and highly skilled
employees. SHRM now emphasizes employee engagement, diversity and
inclusion, and continuous learning. HR is seen as a strategic partner,
contributing directly to business growth, sustainability, and competitive
advantage.

1.4 Difference between traditional HRM and SHRM

Traditional Human Resource Management (HRM) and Strategic Human
Resource Management (SHRM) differ in their approach, focus, and overall
contribution to an organization. Traditional HRM mainly deals with routine and
administrative functions such as recruitment, selection, training, wage administration,
and maintaining employee records. It follows a reactive approach, where actions
are taken only when issues arise. The primary aim is to ensure smooth day-to-day
operations and maintain discipline and efficiency within the organization. In this
system, employees are often viewed as a cost, and the emphasis is on controlling
and managing them effectively to achieve organizational objectives. Decision-making
is usually centralized, and employees have limited involvement in important
organizational matters.

In contrast, SHRM adopts a proactive and long-term approach. It focuses
on aligning human resource policies and practices with the overall strategic goals of

the organization. Instead oftreating employees as a cost, SHRM considers them
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valuable assets who play a keyrole in achieving competitive advantage. It emphasizes
employee development through continuous training, skill enhancement, and career
growth opportunities. HR managers under SHRM act as strategic partners and
participate actively in decision-making processes, ensuring that HR strategies support

business objectives.

There is also a clear difference in scope. Traditional HRM has a narrow
scope limited to operational activities, while SHRM has a broader scope that includes
workforce planning, talent management, leadership development, performance
management, and building a strong organizational culture. SHRM also promotes
flexibility and adaptability, helping organizations respond effectively to changes such

as globalization, technological advancements, and increasing competition.

Another important difference lies in the focus of outcomes. Traditional HRM
is mainly concerned with short-term objectives like employee satisfaction and
operational efficiency. SHRM, however, focuses on long-term results such as
organizational growth, sustainability, innovation, and improved performance. It
encourages employee engagement, teamwork, and a commitment to organizational
goals, which ultimately enhances productivity and effectiveness. Thus, traditional
HRM remains limited to administrative functions, whereas SHRM integrates human
resource practices with business strategy and plays a crucial role in achieving long-

term organizational success.

1.5 Objectives of Strategic HRM

Strategic Human Resource Management (SHRM) focuses on the effective
management of people in alignment with the long-term goals of an organization. In
today's dynamic and competitive business environment, organizations require not
only skilled employees but also a clear strategy to utilize their potential efficiently.
SHRM plays a crucial role in ensuring that human resources contribute directly to

organizational success.

The objectives of SHRM are designed to integrate HR practices such as
recruitment, training, performance management, and employee relations with the
overall business strategy. These objectives aim to develop a competent workforce,
improve productivity, and create a positive work environment. At the same time,
SHRM ensures that employee needs and expectations are balanced with
organizational goals. By focusing on long-term planning, continuous development,
and adaptability, SHRM helps organizations gain a competitive advantage and

achieve sustainable growth.



Alignment with Organizational Goals

SHRM aims to align human resource strategies with the overall goals ofthe
organization. It ensures that HR policies like recruitment, training, and
performance management support business objectives. This alignment helps
in achieving efficiency and consistency in operations. It also ensures that
every employee contributes towards organizational success. Proper alignment
reduces conflicts between HR practices and business needs. It strengthens
coordination between different departments. Overall, it helps the organization
move in a unified direction.

Improving Organizational Performance

Another objective is to enhance the overall performance of the organization.
SHRM focuses on improving employee productivity and efficiency. It ensures
that employees performtheir roles effectively. Better performance leads to
higher output and profitability. It also helps in reducing wastage and improving
quality. Continuous evaluation of performance helps in identifying gaps. This
leads to improvement in both individual and organizational performance.

Developing Employee Competencies

SHRM emphasizes continuous learning and skill development. It provides
training programs to improve employee knowledge and abilities. This helps
employees adapt to new technologies and work methods. Skilled employees
perform better and contribute more effectively. Development programs also
boost employee confidence and morale. It prepares employees for future
responsibilities. Overall, it builds a competent and capable workforce.

Employee Engagement and Satisfaction

SHRM focuses on creating a positive and motivating work environment. It
encourages employee participation in decision-making. Recognition and
rewards improve job satisfaction. Engaged employees show higher
commitment and loyalty. This reduces absenteeism and turnover. A satisfied
workforce contributes to better teamwork and productivity. It also improves
the overall organizational culture.

Gaining Competitive Advantage

SHRM helps organizations gain an advantage over competitors. Skilled and
motivated employees contribute to innovation and better performance. It
improves the quality of products and services. Effective HR practices create
uniqueness in the organization. This leads to customer satisfaction and loyalty.
Competitive advantage ensures long-term survival. It also strengthens the
organization's position in the market.
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Talent Management

SHRM focuses on attracting and retaining talented employees. It ensures
that the right people are hired for the right jobs. Providing growth opportunities
helps in retaining skilled employees. It reduces employee turnover and
recruitment costs. Talent management improves organizational stability. It also

helps in building a strong workforce. This contributes to long-term success.
Flexibility and Adaptability

SHRM promotes flexibility to deal with changing business environments.
Employees are trained to adapt to new situations and challenges. This helps
the organization respond quickly to market changes. Flexibility improves
problem-solving and decision-making. It supports innovation and continuous
improvement. Adaptable employees handle uncertainty better. This ensures

organizational survival in a dynamic environment.
Leadership Development

SHRM focuses on developing future leaders within the organization. Training
programs are designed to enhance leadership skills. It prepares employees
for higher responsibilities. Succession planning ensures continuity in
management. Strong leadership improves decision-making and direction. It
also motivates employees and improves performance. Leadership

development ensures long-term organizational growth.
Balancing Organizational and Employee Needs

SHRM aims to maintain a balance between organizational goals and employee
expectations. It ensures fair treatment and equal opportunities. Meeting
employee needs increases satisfaction and motivation. It creates a harmonious
work environment. This balance improves trust between employees and
management. It leads to better cooperation and productivity. Overall, it

ensures sustainable growth for both employees and the organization.

1.6

Role of HR as a strategic partner

In today's competitive and rapidly changing business environment, the role

of Human Resource (HR) has expanded beyond traditional administrative functions

to become a key strategic partner in organizations. Earlier, HR was mainly

responsible for routine activities such as recruitment, payroll, and record-keeping.

However, with increasing globalization, technological advancements, and

competition, organizations now recognize that effective management of human

resources is essential for achieving long-term success.



As a strategic partner, HR aligns its policies and practices with the overall

business strategy of the organization. It plays an active role in decision-making and

helps in formulating strategies that support organizational goals. HR ensures that

the organization has a skilled, motivated, and flexible workforce capable of meeting

current and future challenges.

The strategic role of HR also includes talent management, employee

development, performance improvement, and building a strong organizational

culture. By focusing on these areas, HR contributes directly to enhancing productivity,

innovation, and competitiveness. Thus, HR as a strategic partner is essential for

driving organizational growth and sustaining success in a dynamic business

environment.

1.

Participation in Strategic Planning

HR plays an important role in the formulation and implementation of
organizational strategies. It works closely with top management to understand
business goals and align HR policies accordingly. HR ensures that the
organization has the right number of employees with the required skills. It
also helps in forecasting future workforce needs. This involvement makes
HR an essential part of decision-making. It ensures that human resources
support long-term objectives.

Workforce Planning and Talent Management

As a strategic partner, HR focuses on attracting, selecting, and retaining
talented employees. It ensures that the right people are placed in the right
roles. HR also plans for future workforce requirements and succession needs.
Effective talent management reduces employee turnover and improves
stability. It also builds a strong and capable workforce. This contributes

directly to organizational success.
Training and Development

HR identifies skill gaps and organizes training programs to enhance employee
competencies. Continuous learning helps employees adapt to changing work
environments. Development programs prepare employees for higher
responsibilities. This improves individual and organizational performance.
Skilled employees contribute more effectively to business goals. It also

increases employee confidence and motivation.
Performance Management

HR designs and implements performance appraisal systems. It ensures that
employee performance is regularly evaluated and improved. Linking

Strategic HRM
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performance with rewards motivates employees to achieve targets. It also
helps in identifying high performers and areas of improvement. Effective
performance management aligns employee efforts with organizational goals.
This leads to better productivity and results.

Building Organizational Culture

HR plays a key role in developing a strong organizational culture. It promotes
values such as teamwork, trust, and cooperation. Apositive work environment
improves employee satisfaction and engagement. Strong culture increases
loyalty and commitment. It also enhances overall organizational effectiveness.
This creates a supportive and productive workplace.

Managing Change and Adaptability

HR helps organizations manage change effectively. It prepares employees to
adapt to new technologies, processes, and market conditions. Training and
communication reduce resistance to change. Flexible employees respond
better to challenges. This ensures smooth transitions during change. It also
helps the organization remain competitive.

Employee Relations and Communication

HR acts as a link between management and employees. It ensures clear
communication and resolves conflicts effectively. Good employee relations
create trust and cooperation. It reduces misunderstandings and workplace
issues. A healthy work environment improves productivity. It also strengthens
organizational harmony.

Supporting Organizational Growth

HR contributes directly to business growth by ensuring effective utilization of
human resources. It aligns employee efforts with strategic goals. By developing
skills, improving performance, and maintaining motivation, HR supports long-

term success. It plays a crucial role in achieving competitive advantage.

1.7

SHRM and Competitive Advantage

SHRM drives Competitive advantage by aligning a Company’s work Force

policies with its longterm business goals The below are the points that Clearly

shows relation of both.

1.

Skilled and Competent Workforce

SHRM focuses on hiring the right people and developing their skills through
training and development programs. A skilled workforce performs tasks
more efficiently and effectively. It improves productivity and quality of work.
Competent employees are better able to handle complex tasks and challenges.
This directly contributes to better organizational performance. It also helps
in maintaining high standards in products and services. Overall, a skilled
workforce gives the organization a strong competitive position.



Employee Motivation and Engagement

SHRM emphasizes creating a positive work environment that motivates
employees. Engaged employees feel valued and committed to their work.
Motivation increases job satisfaction and reduces turnover. Employees are
more willing to contribute their best efforts. This leads to higher productivity
and better results. It also improves teamwork and cooperation. A motivated

workforce helps the organization outperform competitors.
Innovation and Creativity

SHRM encourages employees to think creatively and share new ideas. It
supports a culture of innovation within the organization. Innovative employees
help in developing new products and improving services. This gives the
organization a unique identity in the market. Creativity also helps in solving
problems effectively. It leads to continuous improvement in processes.

Innovation becomes a key source of competitive advantage.
Effective Talent Management

SHRM focuses on attracting, selecting, and retaining talented employees. It
ensures that the right talent is placed in the right roles. Proper talent
management reduces employee turnover and recruitment costs. It helps in
building a strong and stable workforce. Talented employees contribute
significantly to organizational success. It also ensures long-term sustainability.

This strengthens the organization's competitive position.
Flexibility and Adaptability

SHRM prepares employees to adapt to changing business environments. It
promotes continuous learning and skill development. Flexible employees
can easily adjust to new technologies and market conditions. This helps the
organization respond quickly to changes. Adaptability reduces risks and
uncertainties. It ensures smooth functioning during transitions. This gives the

organization an advantage over competitors.
Alignment with Business Strategy

SHRM aligns HR practices with organizational goals and strategies. This
ensures that all HR activities support business objectives. Employees work
in line with organizational direction. It improves coordination and efficiency.
Proper alignment helps in achieving long-term goals. It also reduces wastage

ofresources. This strategic fit enhances competitive advantage.
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1.8 Challenges in Strategic Human Resource Management

Strategic Human Resource Management (SHRM) plays an important role

in aligning human resources with organizational goals to achieve long-term success.

However, implementing SHRM effectively is not easy. Organizations face several

internal and external challenges such as rapid technological changes, globalization,

talent shortages, and cost pressures. These challenges can affect the smooth functioning

of HR strategies and reduce their effectiveness. Therefore, HR managers must

continuously adapt and find solutions to overcome these issues and ensure that SHRM

contributes effectively to organizational performance and competitive advantage.

1.

Aligning HR with Business Strategy

This challenge arises when HR practices are not properly connected with
the organization's overall goals. If HR and business strategies are not aligned,
it leads to confusion in planning and decision-making. HR may recruit or
train employees who do not match future business needs. This reduces
efficiency and productivity. Continuous coordination between HR and top
management is required. Proper communication and strategic planning help

in solving this issue.
Rapid Technological Changes

Technology is changing very quickly in all industries, which creates pressure
on organizations to update their workforce skills. Employees need continuous
training to use new systems and tools. However, this process is costly and
time-consuming. Some employees may also resist learning new technologies.
If not managed properly, it can reduce performance and efficiency.

Organizations must invest in regular upskilling and reskilling programs.
Globalization and Workforce Diversity

Globalization has led to a diverse workforce with different cultures, languages,
and working styles. Managing such diversity becomes a challenge for HR
managers. Miscommunication and cultural differences may create conflicts.
It is also difficult to maintain consistency in HR policies across different
countries. HR must promote inclusiveness and equality. Proper diversity

management improves teamwork and organizational harmony.
Talent Acquisition and Retention

Finding and keeping skilled employees is a major challenge for organizations.
There is high competition in the job market for talented individuals. Even

after hiring, employees may leave for better opportunities. High turnover



increases recruitment and training costs. It also affects productivity and
stability. HR must provide good salary, career growth, and work satisfaction

to retain employees.
5.  Change Management

Organizations frequently face changes due to market trends and technology.
Employees often resist changes due to fear or insecurity. This resistance can
slow down implementation of new systems. HR must communicate clearly
and provide training to reduce fear. Proper planning and leadership are needed
to manage change smoothly. Without effective change management,

organizational performance may decline.
6.  Cost Constraints

Implementing SHRM requires investment in training, development, and
technology. Some organizations may not have sufficient financial resources.
Budget limitations can restrict HR programs and initiatives. This affects the
quality of employee development activities. HR must carefully plan and
allocate resources effectively. Balancing cost and performance is an important

challenge.

1.9 Emerging Trends in Strategic Human Resource Management

Strategic Human Resource Management (SHRM) is continuously evolving
due to changes in technology, globalization, workforce expectations, and business
competition. Modern organizations are adopting new HR practices to improve
efficiency, employee engagement, and organizational performance. These emerging
trends are reshaping how HR functions are performed and making HR more
strategic, data-driven, and employee-focused. Understanding these trends is
important for adapting to the changing business environment and maintaining a

competitive advantage.

Digital HRM and HR Analytics Organizations are increasingly using digital
tools and HR software to manage human resources. HR analytics helps in making
data-driven decisions related to recruitment, performance, and retention. It improves
accuracy and reduces bias in decision-making. Digital systems also make HR
processes faster and more efficient. This trend helps organizations predict workforce

needs and improve planning. It enhances overall productivity and effectiveness.

Strategic HRM
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Remote and Hybrid Work Models

After globalization and technological advancement, remote and hybrid work
have become common. Employees can work from home or a mix of office
and remote locations. This improves flexibility and work-life balance.
However, it also creates challenges in communication and coordination. HR
must develop policies to manage remote teams effectively. It also requires

strong digital communication tools and monitoring systems.
Focus on Employee Well-being

Modern SHRM emphasizes physical, mental, and emotional well-being of
employees. Organizations provide wellness programs, stress management
sessions, and flexible working hours. Healthy employees are more productive
and engaged. This reduces absenteeism and turnover. Employee well-being
is now considered a key factor in organizational success. It also improves

Jjob satisfaction and loyalty.
Diversity, Equity, and Inclusion (DEI)

Organizations are focusing on building diverse and inclusive workplaces.
Employees from different backgrounds, cultures, and genders are given equal
opportunities. DEI improves creativity, innovation, and decision-making. HR
ensures fair policies and equal treatment for all employees. It also helps in
creating a positive work culture. This trend strengthens organizational

reputation and performance.
Continuous Learning and Upskilling

Due to rapid technological changes, continuous learning has become essential.
Organizations provide regular training and development programs. Employees
are encouraged to upgrade their skills and knowledge. Upskilling helps
employees adapt to new job requirements. It improves performance and
career growth. This ensures that the workforce remains competitive and
future-ready.

Use of Artificial Intelligence (AI) in HR

Al is increasingly used in recruitment, performance evaluation, and employee
engagement. It helps in screening candidates, predicting employee behaviour,
and improving decision-making. Al reduces manual work and increases
efficiency. It also helps in identifying talent more accurately. However, it
requires proper management to avoid bias. This trend is transforming
traditional HR functions.
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%  Exercise :
Q.1  Answer the following questions in detail :

1. Explain the concept of Strategic Human Resource Management

(SHRM) and its importance.

2. Describe the evolution of Strategic Human Resource Management in detail.

3. Differentiate between Traditional HRM and SHRM.

4. Explain the objectives of Strategic Human Resource Management.

5. Discuss the role of HR as a strategic partner in an organization.

6. Explain the challenges faced in Strategic Human Resource Management.
Q.2 Briefly answer the following questions :

1. Whatis SHRM ?

2. Define HRM.

3. What is the main focus oftraditional HRM ?

4. What do you mean by competitive advantage ?

5. How is SHRM different from HRM ?

6. What is meant by talent management ?

7. What is workforce planning ?

8. Define employee engagement.

9. What is organizational strategy ?

10. What is globalization in HR context ?
Q.3 MCQ:

1. SHRM stands for

a) Simple Human Resource Management
b) Strategic Human Resource Management
¢) System Human Resource Model

d) StaffHuman Resource Method

Answer : b) Strategic Human Resource Management

13



Strategic HRM

14

Traditional HRM is mainly
a) Proactive b) Strategic
c) Reactive d) Innovative

Answer : ¢) Reactive

SHRM focuses on

a) Short-term goals b) Long-term goals

c¢) Only payroll management d) Onlyrecruitment
Answer : b) Long-term goals

In SHRM, employees are considered as

a) Cost b) Liability

c) Assets d) Machines

Answer : ¢) Assets

Personnel Management mainly focuses on

a) Strategy formation b) Administrative tasks
c) Marketing d) Innovation

Answer : b) Administrative tasks

SHRM helps organizations in achieving

a) Loss b) Competitive advantage
c) No change d) Confusion

Answer : b) Competitive advantage

HRM primarily deals with
a) Managing people b) Financial planning
c) Productdesign d) Advertising

Answer : a) Managing people

SHRM is
a) Reactive b) Proactive
c¢) Random d) Passive

Answer : b) Proactive



10.

11.

12.

13.

One major challenge in SHRM is

a) Easyrecruitment b) Talent retention
c) No employees d) No planning
Answer : b) Talent retention

Workforce diversity refers to

a) Same type of employees

b) Different backgrounds of employees

c) Only skilled employees

d) Only managers

Answer : b) Different backgrounds of employees

HR as a strategic partner works with

a) Employees only b) Top management

c) Customers d) Suppliers

Answer : b) Top management

SHRM supports
a) Organizational goals b) Personal goals only
c) No goals d) Only HR records

Answer : a) Organizational goals

Competitive advantage means

a) Losing in market b) Beating competitors

c) No competition d) Highcostonly

Answer : b) Beating competitors

sk sk sk sk sfe sk sk skeosk sk skok sk sk
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Unit : 2
Business Strategy and HR Strategy

2.1 Introduction
2.2 Concept of Business Strategy
2.3 Types of Business Strategies
2.4 Strategic Management Process
2.5 Alignment of HR Strategy with Business Strategy
2.6 Vertical and Horizontal Fit
2.7 Role of HR in Strategy Formulation
2.8 Environmental Scanning for HR Strategy
2.9 Stakeholders in HR Strategy
> Exercise
2.1 Introduction

Business Strategy and Human Resource (HR) Strategy are closely

interconnected and play a vital role in the success of an organization. Business

strategy provides the overall direction by defining the organization's vision, goals,

and plans for achieving competitive advantage. HR strategy focuses on managing

human resources effectively to support these business objectives. It involves activities

such as recruitment, training, performance management, employee engagement,

and talent development. A well-aligned HR strategy ensures that the organization

has the right people with the required skills and motivation to implement business

plans successfully. Together, business and HR strategies contribute to organizational

growth and long-term sustainability.

R/
A X4

Meaning of Business Strategy :

Business strategy refers to a company's long-term plan for achieving
competitive advantage in the market. It defines What business the organization
should be in, How it will compete in the market and How it will grow and

sustain performance ?



It involves decisions related to Product development, Market selection,

Pricing and competition, Growth and expansion.

K/
L X4

Meaning of HR Strategy

HR strategy is a planned approach to managing people in an organization so
that they contribute effectively to business goals. It focuses on Recruitment
and selection, Training and development, Performance management and

Employee engagement and retention.

2.2 Concept of Business Strategy

Business strategy refers to a comprehensive long-term plan that an organization
develops to achieve its goals, gain competitive advantage, and ensure sustainable
growth in a dynamic business environment. It provides direction for the entire
organization by defining what the business wants to achieve and how it will achieve it.
In simple terms, business strategy answers key questions such as: which markets to

compete in, what products or services to offer, and how to outperform competitors.

The concept of business strategy involves careful analysis of both internal
and external environments. Internally, organizations assess their strengths and
weaknesses, such as resources, capabilities, and skills. Externally, they examine
opportunities and threats in the market, including competition, customer needs,
technological changes, and economic conditions. This analysis is commonly known

as SWOT analysis, which helps in strategic decision-making.

Based on this understanding, organizations formulate strategies such as cost
leadership, differentiation, or focus strategy. In cost leadership, a company aims to
become the lowest-cost producer in the industry. In differentiation strategy, it offers
unique products or services that are valued by customers. Focus strategy targets a
specific market segment to serve its needs effectively. Business strategy also helps
in resource allocation, ensuring that financial, human, and technological resources
are used efficiently. It aligns all departments toward common organizational
objectives, improving coordination and performance. Moreover, it provides a

roadmap for growth, innovation, and long-term sustainability.

Thus, business strategy is essential for guiding organizational decisions,
responding to environmental changes, and achieving a strong competitive position

m the market.

Strategic HRM

17



Strategic HRM

18

2.3 Types of Business Strategies

Business strategies are the plans and decisions that guide an organization in
achieving its long-term goals and gaining a competitive advantage in the market.
Since organizations operate in a complex and changing environment, different levels
of strategies are required to manage various aspects of business effectively. These
strategies help in setting direction, making decisions, and improving performance

across the organization.

Business strategies are generally classified into four main types: corporate-
level strategy, business-level strategy, functional-level strategy, and growth strategies.
Each type plays a specific role in the success of the organization. Corporate-level
strategy focuses on the overall scope and direction of the entire organization.
Business-level strategy deals with how a company competes in a particular market.
Functional-level strategy is concerned with the efficient operation of different
departments such as marketing, HR, and finance. Growth strategies are used to

expand the business through various methods like market penetration or diversification.

Together, these strategies ensure that all parts of the organization work in
alignment toward common goals. They help in effective resource utilization, better
decision-making, and long-term sustainability in a competitive business environment.

o

% Corporate-Level Strategy :

Corporate-level strategy is the highest level of business strategy that defines
the overall direction of the organization. It focuses on deciding whichbusinesses
or industries the company should operate in and how the overall portfolio of
businesses should be managed. This strategy includes major decisions such as
expansion, stability, diversification, or reduction ofbusiness operations. Under
this, growth strategy is used to expand the business through new markets or
products, stability strategy is used to maintain the current position without
major changes, and retrenchment strategy is used when a company reduces

or closes underperforming units to improve efficiency and profitability.

K/
L X4

Business-Level Strategy :

Business-level strategy focuses on how a company competes in a particular
market or industry. Its main aim is to achieve a competitive advantage over

rivals. According to Michael Porter's model, there are three main types of



K/

business strategies: cost leadership, differentiation, and focus strategy. In
cost leadership, the company tries to produce goods or services at the lowest
cost and offer them at lower prices. In differentiation strategy, the company
offers unique products or services that are valued by customers. The focus
strategy targets a specific market segment and serves its needs either through

cost advantage or differentiation.
Functional-Level Strategy :

Functional-level strategy is concerned with the operations of different
departments within an organization such as marketing, finance, human
resources, and production. It supports both corporate and business-level
strategies by ensuring that each department performs efficiently. For example,
HR strategy focuses on recruitment and training, marketing strategy focuses
on promotion and customer satisfaction, and finance strategy focuses on
budgeting and cost control. These strategies help improve productivity and

coordination within the organization.

2.4

Strategic Management Process

Steps of Strategic Management Process are as follows :
1) Environmental Scanning

2) Strategy Formulation

3) Strategy Implementation

4) Strategy Evaluation and Control

1. Environmental Scanning

Environmental scanning is the first step in the strategic management
process. It involves collecting, analysing, and interpreting information
about both internal and external environments ofthe organization. Internal
factors include strengths and weaknesses such as employees, resources,
technology, and management efficiency. External factors include
opportunities and threats such as competitors, market trends, customer
behaviour, government policies, and economic conditions. This step helps
the organization understand its current position and identify factors that

may affect future performance.
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2. Strategy Formulation

Strategy formulation is the process of developing appropriate strategies
based on the results of environmental scanning. In this step, the
organization defines its vision, mission, goals, and objectives. It also
decides how to achieve competitive advantage in the market. Different
strategic alternatives are evaluated, and the best course of action is
selected. This step is crucial because it provides a clear direction for the

organization.
3. Strategy Implementation

Strategy implementation involves putting the chosen strategy into action.
It requires proper allocation of resources such as manpower, finance,
and technology. The organization also designs its structure, assigns
responsibilities, and ensures coordination among different departments
like HR, marketing, and finance. Effective communication and leadership

are important for successful implementation of strategies.
4. Strategy Evaluation and Control

Strategy evaluation and control is the final step in the process. In this
stage, the organization measures actual performance against planned
objectives. Key performance indicators are used to check whether the
strategy is working effectively. If any deviations or problems are found,
corrective actions are taken. This step ensures continuous improvement

and helps the organization stay on the right path toward achieving its goals.

2.5 Alignment of HR Strategy with Business Strategy

Alignment of HR strategy with business strategy means integrating human
resource policies and practices with the overall goals and direction of the organization.
It ensures that HR activities such as recruitment, training, performance management,
and compensation are designed in a way that supports business objectives and
helps the organization achieve competitive advantage. This alignment is important
because it ensures that the organization has the right workforce to achieve its goals.
It improves efficiency, productivity, and employee performance. It also helps in
reducing costs related to hiring mistakes and employee turnover. When HR and
business strategies are aligned, employees work in the same direction as

organizational goals, which leads to better coordination and long-term success.



Alignment begins by understanding the business strategy clearly. HR then
plans workforce requirements based on these goals. For example, ifthe business
strategy is expansion, HR focuses on hiring more employees and developing
leadership skills. If the strategy is innovation, HR focuses on creativity, training,
and skill development. HR policies, such as recruitment, training, performance
appraisal, and rewards, are then designed according to business needs. HR acts
as a strategic partner in business planning. It ensures that the organization has
skilled and motivated employees. HR also builds a positive organizational culture
that supports business goals. It continuously monitors workforce performance and
makes changes when required to match business changes. Thus, alignment of HR
strategy with business strategy ensures that human resources are effectively utilized
to achieve organizational goals, improve performance, and maintain a strong

competitive position in the market.

2.6 Vertical and Horizontal Fit

K/

»  Meaning :

Vertical and horizontal fit are two key concepts in strategic human resource
management that ensure HR practices support both organizational goals and
internal HR consistency. Vertical fit refers to the alignment of HR strategy
with the overall business strategy of the organization. Horizontal fit refers to
the alignment and coordination among different HR practices within the

organization so that they work together effectively.
1.  Vertical Fit (External Alignment with Business Strategy)

Vertical fit means that HR strategies and practices are directly linked with
the organization's business strategy. It ensures that HR decisions support the
long-term objectives of the company and help in gaining competitive
advantage. In simple terms, it connects "what the business wants to achieve"

with "how HR will support it."

For example, ifa company follows a cost leadership strategy, HR will focus
on hiring efficient employees, controlling labour costs, and improving
productivity. Ifa company follows a differentiation strategy, HR will focus on
attracting skilled, creative, and innovative employees and investing in training
and development. Thus, vertical fit ensures that HR contributes directly to

achieving business goals such as growth, profitability, and market expansion.
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Horizontal Fit (Internal Consistency among HR Practices)

Horizontal fit refers to the coordination and consistency among various HR
functions such as recruitment, selection, training and development,
performance appraisal, compensation, and employee relations. It ensures
that all HR activities are properly aligned with each other and support a

common objective.

For example, if an organization focuses on employee skill development, then
recruitment should attract skilled candidates, training should enhance
employee capabilities, performance appraisal should measure skill
improvement, and compensation should reward learning and performance.
If HR practices are not aligned, it may create confusion, conflict, and

inefficiency within the organization.

Both types offit are essential for effective HR management. Vertical fit ensures
that HR supports business strategy and contributes to organizational success.
Horizontal fit ensures internal consistency and smooth functioning of HR
systems. Together, they improve employee performance, organizational

efficiency, and adaptability to changes in the business environment.

N
Q

Role of HR in Strategy Formulation

K/
L X4

Meaning :

Human Resource (HR) plays a strategic role in the formulation of business
strategy by ensuring that human capital considerations are integrated into
organizational planning. Strategy formulation is not only about financial and
market decisions but also about people, skills, and organizational capability.
HR acts as a strategic partner to top management by providing insights related
to workforce planning, employee capability, and organizational culture,

making strategies more realistic and implementable.
1. Providing Workforce Analysis and Information

HR contributes to strategy formulation by supplying detailed and accurate
mnformation about the organization's human resources. This includes data
on employee skills, qualifications, experience, performance levels,
absenteeism, turnover rates, and workforce demographics. Such
information helps management understand whether the existing
workforce can support future business plans. For example, if a company
plans to adopt advanced technology, HR can assess whether employees

have the required technical skills or need additional training.



Workforce Planning and Forecasting

HR plays an important role in forecasting future manpower requirements
based on organizational goals. It estimates how many employees and
what type of skills will be needed if the company expands, diversifies,
or enters new markets. This ensures that the organization is not under-
staffed or over-staffed during strategic implementation. Effective
workforce planning reduces uncertainty and helps in smooth execution

ofbusiness strategies.
Supporting Strategic Decision-Making

HR assists top management in evaluating strategic options froma human
resource perspective. Every business strategy has implications for
employees. For example, global expansion requires employees with
international exposure, communication skills, and cultural adaptability.
HR evaluates these requirements and suggests whether the organization
is ready or needs development programs before implementing the

strategy.
Talent Management and Skill Development

HR ensures that the organization has the right talent to achieve strategic
objectives. It focuses on recruitment, selection, training, and development
to build a capable workforce. HR also identifies skill gaps and designs
training programs to prepare employees for future challenges. This

strengthens organizational capability and supports long-term growth.
Building Organizational Culture

HR plays a major role in shaping and maintaining an organizational culture
that aligns with business strategy. A positive culture promotes teamwork,
innovation, employee engagement, and commitment. Culture acts as a
foundation for strategy success because even the best strategy fails without

employee support and cooperation.
Identifying Constraints and Opportunities

HR identifies potential internal challenges such as skill shortages,
resistance to change, or high employee turnover that may affect strategy
implementation. At the same time, HR highlights opportunities like
leadership development, employee engagement programs, and

knowledge sharing that can enhance strategic success.
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Thus, HR plays a crucial role in strategy formulation by providing workforce
insights, supporting decision-making, ensuring talent readiness, and building
a strong organizational culture. This integration ensures that business
strategies are practical, achievable, and aligned with humanresources,

leading to long-term organizational success and competitive advantage.

2.8

Environmental Scanning for HR Strategy

K/

D

Meaning :

Environmental scanning for HR strategy is a systematic and continuous process
of collecting, analysing, and interpreting information about both internal and
external factors that influence human resource management within an organization.
It enables HR managers to understand the environment in which the organization
operates and to design HR strategies that align with overall business objectives.
In today's dynamic and competitive business environment, organizations face
constant changes such as technological advancements, globalization, and
evolving workforce expectations. Environmental scanning helps HR anticipate

these changes, identify opportunities, and minimize potential risks.

By conducting environmental scanning, HR professionals can make informed
decisions regarding recruitment, training, performance management, and
employee relations. It ensures that the organization is prepared to meet future
challenges by having the right people with the right skills at the right time.
Thus, environmental scanning plays a crucial role in aligning HR strategy

with business strategy and enhancing organizational effectiveness.
Tools used for Environmental Scanning :
1. PESTLE Analysis

PESTLE analysis is a widely used tool for analysing the external
environment. [t includes Political, Economic, Social, Technological, Legal,
and Environmental factors. Each ofthese factors has a direct or indirect

impact on HR strategy.

Political factors include government policies and political stability, which
influence labour laws and employment practices. Economic factors such
as inflation, unemployment rates, and economic growth affect hiring and
compensation decisions. Social factors include demographic changes,
education levels, and cultural trends that influence workforce diversity
and employee expectations. Technological factors involve advancements

that require continuous learning and skill development. Legal factors



include regulations related to employment, safety, and employee rights.

Environmental factors include sustainability concerns that influence

organizational policies and practices.

By using PESTLE analysis, HR managers can systematically evaluate

external influences and develop strategies that align with these factors.

P-

Political Factors

Political factors refer to government actions, policies, and political
conditions that influence business operations and human resource
management. These factors include labour laws, taxation policies,
trade regulations, employment policies, minimum wage laws, and
political stability. A stable political environment encourages business
growth, while frequent policy changes can create uncertainty. HR
managers must stay informed about government regulations to ensure
compliance with employment laws and to develop appropriate

recruitment, compensation, and employee welfare policies.
Economic Factors

Economic factors relate to the overall economic condition of a
country or region and its impact on organizations. These factors
include inflation rates, interest rates, unemployment levels, economic
growth, exchange rates, and consumer spending patterns. Economic
conditions affect an organization's ability to hire employees, provide
salaries and benefits, and invest in training and development. During
periods of economic growth, organizations often expand and recruit
more employees, whereas economic recessions may result in cost-

cutting measures, layoffs, or hiring freezes.
Social Factors

Social factors refer to the cultural, demographic, and lifestyle
characteristics of society that influence organizational practices and
employee behaviour. These factors include population growth, age
distribution, education levels, cultural values, social attitudes, and
employee expectations. Modern employees increasingly value work-
life balance, diversity, inclusion, and career development
opportunities. HR managers must understand these social trends to
create policies that attract, motivate, and retain employees while

promoting a positive workplace culture.

Strategic HRM

25



Strategic HRM

26

T-

Technological Factors

Technological factors involve advancements in technology that affect
business operations, productivity, and workforce requirements.
Rapid developments in automation, artificial intelligence, digital
communication, cloud computing, and information systems have
transformed the workplace. Organizations must continuously adapt
to technological changes to remain competitive. HR managers play
an important role by providing training and development programs
that help employees acquire new skills and effectively use modern

technologies in their work.
Legal Factors

Legal factors consist of laws and regulations that govern business
activities and employment practices. These include labour laws,
workplace safety regulations, equal employment opportunity laws,
anti-discrimination laws, employee rights, and data protection
requirements. Compliance with legal requirements is essential to
avoid penalties, lawsuits, and reputational damage. HR managers
must ensure that organizational policies and practices comply with

applicable laws and protect the rights and well-being of employees.
Environmental Factors

Environmental factors refer to ecological and sustainability-related
issues that can influence organizational activities. Growing concerns
about climate change, pollution, waste management, energy
conservation, and sustainable business practices have increased the
importance of environmental responsibility. Organizations are
expected to reduce their environmental impact and contribute to
sustainable development. HR managers support these efforts through
green HR practices, environmental awareness programs, and mitiatives

that encourage employees to participate in sustainability activities.

SWOT Analysis

SWOT analysis is an important tool that combines both internal and

external environmental scanning. It helps in identifying the organization's

strengths, weaknesses, opportunities, and threats. Strengths and

weaknesses are internal factors, while opportunities and threats are

external factors. For example, a strong talent pool is a strength, while a



lack of'skilled employees is a weakness. Opportunities may include a
growing labour market or technological advancements, while threats

may include intense competition or changing regulations.

SWOT analysis helps HR managers develop balanced strategies by
leveraging strengths, overcoming weaknesses, capitalizing on
opportunities, and minimizing threats. It provides a comprehensive view

of'the organization's position and supports effective decision-making.
S - Strengths

Strengths are the internal capabilities, resources, and advantages
that help an organization achieve its objectives and gain a competitive
edge. These may include a skilled workforce, strong leadership,
advanced technology, positive organizational culture, strong financial
resources, and a good reputation in the market. Identifying strengths
allows organizations to build on their existing capabilities and use

them effectively to improve performance and achieve strategic goals.
W - Weaknesses

Weaknesses are internal limitations or deficiencies that reduce
organizational effectiveness and hinder the achievement of objectives.
Examples include skill shortages, outdated technology, poor
communication systems, insufficient training programs, high employee
turnover, and lack of financial resources. Recognizing weaknesses
helps organizations identify areas requiring improvement and develop
strategies to overcome these limitations and enhance overall

performance.
O - Opportunities

Opportunities are favourable external conditions that can help an
organization grow, improve, and achieve success. These may arise
from technological advancements, market expansion, government
support programs, changing customer preferences, or the availability
of skilled labour. Organizations that identify and exploit opportunities
can strengthen their competitive position and create new avenues for
growth. HR managers can support opportunities by recruiting talented

employees and developing the workforce to meet future demands.
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T - Threats

Threats are external factors that can negatively affect an organization's
performance and success. These factors may include intense
competition, economic downturns, labour shortages, technological
disruptions, changing regulations, and shifts in consumer preferences.
Ifnot properly managed, threats can reduce profitability and create
operational challenges. Organizations must continuously monitor their
environment and develop contingency plans to minimize the impact

of threats and maintain long-term stability and competitiveness.

2.9 Stakeholders in HR Strategy

Stakeholders in HR strategy are individuals or groups who have an interest

in or are affected by the organization's human resource policies and practices.

They play an important role in influencing, supporting, or being impacted by HR

decisions. Effective HR strategy requires understanding the needs and expectations

of these stakeholders to ensure organizational success. The types of sake holders

in HR strategy are as follows :

% Types of Stakeholders in HR Strategy

1.

Internal Stakeholders

Internal stakeholders are individuals or groups within an organization
who are directly involved in its operations and are affected by its human
resource strategies and policies. They play a significant role in planning,
implementing, and evaluating HR initiatives. Internal stakeholders typically
include employees, managers, supervisors, executives, and the HR
department. Their interests, expectations, and contributions influence
organizational performance and success. HR strategies must consider
the needs of internal stakeholders to ensure employee satisfaction,
productivity, engagement, and retention. Effective communication and
collabouration with internal stakeholders help organizations achieve their

strategic objectives and maintain a positive work environment.
a) Employees :

Employees are the most important stakeholders in HR strategy.

They are directly affected by HR policies such as recruitment,



training, compensation, and performance appraisal. Their
satisfaction, motivation, and performance are key to achieving

organizational goals.
b) Top Management :

Top management is responsible for setting the overall direction and
approving HR strategies. They ensure that HR policies are aligned
with business objectives and provide necessary support and

resources for implementation.
¢) Line Managers :

Line managers act as a link between HR and employees. They are
responsible for implementing HR policies at the operational level.
Their involvement ensures that HR strategies are effectively executed

in day-to-day activities.
d) HR Department :

The HR department designs and implements HR strategies. It ensures
that policies are aligned with business goals and manages various

HR functions such as recruitment, training, and employee relations.
External Stakeholders

External stakeholders are individuals, groups, or organizations outside
the organization that influence or are influenced by its activities and HR
strategies. Although they are not directly involved in daily operations,
their decisions and expectations can significantly affect organizational
performance and workforce management. External stakeholders include
customers, suppliers, government agencies, labour unions, investors,
educational institutions, local communities, and regulatory bodies. They
influence areas such as recruitment, labour relations, compliance, training,
and organizational reputation. HR managers must consider the interests
and expectations of external stakeholders when developing HR policies
to ensure legal compliance, sustainable growth, and long-term

organizational success.
a) Government :

Government agencies influence HR strategy through laws and

regulations related to employment, wages, safety, and labour rights.

Organizations must comply with these rules while designing HR policies.
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Q.2

b) Trade Unions:

Trade unions represent employee interests and influence HR
decisions related to wages, working conditions, and employee rights.

They play a key role in maintaining healthy industrial relations.
¢) Customers:

Customers indirectly influence HR strategy as organizations need
skilled and motivated employees to provide quality products and

services, ensuring customer satisfaction.
d) Suppliers and Partners :

Suppliers and business partners also impact HR strategy, especially
in areas like outsourcing, collabouration, and workforce

requirements.
Exercise :
Answer the following questions in detail:

1. Explain the concept of business strategy in detail and discuss its

importance in achieving competitive advantage.
2. Describe different types of business strategies with suitable examples.
3. Explain strategic management process and discuss each step in detail.

4. Discuss the alignment of HR strategy with business strategy and explain

its significance in organizational success.

5. Explain the concept of vertical and horizontal fit in HR strategy with

examples.

6. Discuss the role of HR in strategy formulation and explain how it

contributes to organizational growth.
Briefly answer the following questions:
1. Write a short note on environmental scanning for HR strategy.
2. Explain the concept of corporate-level strategy.
3. What are stakeholders in HR strategy? Briefly explain.

4. Write a short note on SWOT analysis in HR strategy.



Q.3 Choose the correct answer from the options given below

1.

Business strategy mainly focuses on

a) Daily operations b) Long-term goals

c) Employee welfare d) Office management
Answer : b. Long-term goals

HR strategy mainly deals with

a) Machines b) Finance

c) People management d) Marketing
Answer : ¢. People management

Which level of strategy focuses on overall organization direction ?
a) Functional level b) Business level

c) Corporate level d) Operational level
Answer : c. Corporate level

Cost leadership strategy aims to

a) Provide unique products b) Reduce cost and offer low prices

c) Focus ona niche market d) Increase employee benefits
Answer : b. Reduce cost and offer low prices

SWOT analysis includes

a) Sales, Work, Output, Time

b) Strengths, Weaknesses, Opportunities, Threats

c) Systems, Work, Organization, Targets

d) Strategy, Work, Output, Technology

Answer : b. Strengths, Weaknesses, Opportunities, Threats
Environmental scanning helps in

a) Ignoring external factors

b) Understanding internal and external environment

¢) Reducing employees
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d) Increasing workload

Answer : b. Understanding internal and external environment
7. Strategy implementation involves

a) Planning only b) Executing the strategy

c) Ignoring results d) Ending process

Answer : b. Executing the strategy
8. Vertical fit refers to

a) HR practices alignment with each other

b) HR strategy alignment with business strategy

c) Employee satisfaction

d) Organizational structure

Answer : b. HR strategy alignment with business strategy
9. Horizontal fit means

a) Alignment with external environment

b) Consistency among HR practices

c¢) Financial management

d) Market competition

Answer : b. Consistency among HR practices
10. PESTLE analysis is used for

a) Internal analysis b) External environment analysis

c) Employee evaluation d) Costreduction

Answer : b. External environment analysis
11. Stakeholders include

a) Only employees b) Only management

c) Internal and external groups d) Only customers

Answer : c. Internal and external groups

12. HR playsarole in strategy formulation by
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a) Ignoring workforce b) Providing workforce information
¢) Reducing employees d) Avoiding planning

Answer : b. Providing workforce information
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Unit: 3
Strategic Workforce Planning

3.1 Introduction

3.2 Concept of Strategic Workforce Planning
3.3 Demand and Supply Forecasting

3.4 Workforce Analytics

3.5 Skills and Competency Analysis

3.6 Talent Segmentation

3.7 Succession Planning

3.8 Managing workforce diversity

3.9 Global Workforce Planning

3.10 Challenges in Workplace Planning

> Exercise

3.1 Introduction

Strategic Workforce Planning is a structured and forward-looking approach
through which an organization ensures that it has the appropriate number of
employees, possessing the required skills and competencies, available at the right
time to achieve its long-term objectives. Unlike traditional manpower planning,
which mainly focuses on filling immediate vacancies, strategic workforce planning
takes a broader and more future-oriented perspective by linking human resource

decisions directly with the overall strategy of the organization.

In the modern business environment, organizations operate in conditions
that are highly dynamic and uncertain. Technological advancements, globalization,
changing customer expectations, and competitive pressures continuously reshape
the way businesses function. Because of these changes, the demand for different
types of'skills also evolves rapidly. Strategic workforce planning helps organizations
anticipate these changes rather than simply reacting to them. It enables management
to prepare for future workforce requirements by analysing current capabilities and

identifying areas where improvements or adjustments are necessary.



Another important aspect of strategic workforce planning is that it reduces
the risks associated with workforce imbalances. An organization may face a shortage
of'skilled employees at a critical time, or it may have an excess workforce that
leads to increased costs and inefficiency. Through proper planning, these issues
can be minimized. For example, if an organization anticipates that a large number
of employees will retire in the next few years, it can begin training younger

employees in advance to ensure continuity.

Strategic workforce planning also plays a key role in improving organizational
performance. When employees' skills and roles are properly aligned with business
goals, productivity increases and resources are utilized more effectively. It ensures
that the organization is not only prepared for present challenges but is also capable

of achieving long-term growth and sustainability.

3.2 Concept of Strategic Workforce Planning

The concept of'strategic workforce planning revolves around the systematic
process of analysing the current workforce, forecasting future workforce
requirements, and developing strategies to bridge the gap between the present and
the future. It is not a one-time activity but a continuous process that evolves along

with the organization's strategic direction.

At its core, strategic workforce planning begins with a clear understanding
ofthe organization's current workforce. This involves examining the number of
employees, their qualifications, experience, performance levels, and skill sets. It
also includes understanding workforce demographics such as age distribution, which
can indicate future retirement trends. This stage provides a realistic picture of "where
the organization currently stands" in terms of human resources. Once the present
situation is understood, the organization then focuses on forecasting future workforce
needs. This is closely linked to the strategic goals of the organization. For instance,
if a company plans to expand into new markets or adopt new technologies, it will
require employees with different or more advanced skills. This stage answers the

question of "where the organization wants to be" in the future.

After identifying future requirements, the next step is to assess the availability
oftalent. This includes both internal supply, such as employees who can be promoted
or trained, and external supply from the labour market. The comparison between

current workforce capabilities and future needs leads to the identification of gaps.
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These gaps may exist in terms of the number of employees, their skills, or their
competencies.To address these gaps, the organization develops and implements
appropriate strategies. These strategies may include recruitment of new employees,
training and development programs to enhance existing skills, succession planning
to prepare employees for higher positions, or restructuring to improve efficiency.
The aim is to ensure that the organization gradually moves from its current state to

its desired future state.

The concept of strategic workforce planning emphasizes alignment between
human resources and organizational strategy. It ensures that workforce decisions
are not made in isolation but are integrated with broader business objectives. It
also relies heavily on data and analysis, making it a more scientific and systematic
approach compared to traditional methods. In essence, strategic workforce planning
is about preparing the organization for the future by making informed decisions
about its most important asset its people. It ensures continuity, adaptability, and

competitiveness in an ever-changing business environment.

3.3 Demand and Supply Forecasting

Demand and supply forecasting is one of the most critical parts of strategic
workforce planning because it helps an organization predict its future human resource
requirements and assess whether those requirements can be met. It is essentially a
process of estimating how many employees will be needed in the future and whether

the organization will have enough qualified people available to meet those needs.

Demand forecasting refers to the process of estimating the number and type
of employees that an organization will require at a future point intime. This estimation
is not done randomly; it is closely linked with the organization's strategic plans,
such as expansion, diversification, adoption of new technologies, or entry into new
markets. For example, if a company plans to increase its production capacity;, it
will require more workers, supervisors, and technical experts. Similarly, ifit plans
to introduce automation or artificial intelligence, the demand may shift from manual

labour to highly skilled technical professionals.

The process of demand forecasting takes into account various internal and
external factors. Internally, it considers the organization's growth plans, budget
constraints, productivity levels, and changes in organizational structure. Externally,

it considers factors such as economic conditions, industry trends, competition, and



technological advancements. By analysing these factors, management can make
informed predictions about future workforce needs. Demand forecasting can be
done using both qualitative methods, such as managerial judgment and expert

opinions, and quantitative methods, such as trend analysis and statistical models.

On the other hand, supply forecasting focuses on estimating the availability
of human resources to meet the predicted demand. It involves analysing both internal
and external sources of labour. Internal supply refers to the employees currently
working in the organization who can be promoted, transferred, or developed to fill
future roles. This requires a detailed assessment of employee skills, performance,
potential, and career progression. Organizations often maintain records or databases

of employee competencies to support this analysis.

External supply refers to the availability of potential employees in the labour
market. This includes fresh graduates, experienced professionals, and individuals
available for hiring from other organizations. Factors such as unemployment rates,
educational trends, population demographics, and labour market conditions play
an important role in determining external supply. For example, if there is a shortage
of skilled professionals in a particular field, it may be difficult for the organization to

recruit suitable candidates from outside.

Once both demand and supply forecasts are prepared, the organization
compares them to identify gaps. A gap may arise when the demand for employees
exceeds the available supply, leading to a shortage. In such cases, the organization
may need to recruit new employees, provide training, or outsource certain activities.
Conversely, if the supply exceeds demand, it results in a surplus workforce, which
may require measures such as redeployment, job redesign, or in some cases,

workforce reduction.

Demand and supply forecasting together provide a clear picture of the
organization's future workforce situation. They enable proactive decision-making
rather than reactive responses to staffing problems. By accurately forecasting
demand and supply, organizations can ensure that they maintain a balance between
workforce requirements and availability, thereby improving efficiency, reducing costs,

and supporting long-term strategic goals.
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3.4 Workforce Analytics

Workforce analytics is an advanced and systematic approach used in strategic
workforce planning to analyse employee-related data in order to improve decision-
making and organizational performance. It involves collecting, measuring, and
interpreting various types of workforce data so that managers can understand
patterns, identify problems, and make informed decisions about human resources.
Unlike traditional methods that rely heavily on intuition or past experience, workforce

analytics is based on factual data and evidence, making it more accurate and reliable.

In the context of strategic workforce planning, workforce analytics plays a
crucial role because it provides a deeper understanding of the organization's human
capital. Every organization generates a large amount of data related to employees,
such as attendance records, performance evaluations, training outcomes, turnover
rates, recruitment statistics, and compensation details. Workforce analytics
transforms this raw data into meaningful insights that can guide planning and strategy.
For example, by analysing employee turnover data, an organization can identify
patterns such as which departments experience the highest attrition and the possible
reasons behind it.

One of the key aspects of workforce analytics is its ability to move beyond
simple reporting. It not only explains what has happened in the past but also helps
in predicting future trends and recommending actions. This can be understood in
three levels. The first level focuses on descriptive analysis, where data is used to
understand past and present situations, such as how many employees left the
organization in a given year. The second level is predictive analysis, which uses
statistical methods to forecast future events, such as predicting which employees
are likely to leave the organization. The third level is prescriptive analysis, where
the system suggests possible actions to address issues, such as improving employee

engagement or revising compensation strategies to reduce turnover.

Workforce analytics also supports better alignment between human resource
practices and organizational goals. For instance, if an organization aims to improve
productivity, workforce analytics can help identify which factors contribute most
to employee performance. It may reveal that employees who receive regular training
perform better, or that certain teams are more productive due to effective leadership.
Such insights enable management to design targeted interventions rather than applying

general solutions.



Another important contribution of workforce analytics is in optimizing recruitment
and talent management. By analysing past recruitment data, organizations can
determine which sources of hiring provide the best candidates and which selection
methods are most effective. Similarly, analytics can help in identifying high-potential
employees within the organization and planning their career development through

succession planning.

In addition, workforce analytics improves cost efficiency by helping
organizations manage their workforce more effectively. It allows management to
identify areas where resources are being underutilized or where excessive costs
are being incurred. For example, if data shows that overtime expenses are
consistently high in a particular department, it may indicate the need for additional

staffing or better scheduling.

However, the effectiveness of workforce analytics depends on the quality
and accuracy of data, as well as the organization's ability to interpret and use that
data correctly. It also requires proper technology, tools, and skilled professionals
who can analyse complex data sets. Without these, the insights generated may be
incomplete or misleading. Thus, workforce analytics is an essential component of
strategic workforce planning that enables organizations to make data-driven decisions
about their employees. It enhances the ability to forecast future needs, improve
performance, reduce costs, and align workforce strategies with overall business
objectives. By using workforce analytics, organizations can become more proactive,

efficient, and competitive in managing their human resources.

3.5 Skills and Competency Analysis

Skills and competency analysis is an essential part of strategic workforce
planning that focuses on identifying, evaluating, and understanding the abilities
required in the workforce and comparing them with the abilities currently available
within the organization. It goes beyond simply knowing how many employees are
present; instead, it examines what those employees are capable of doing and how

well their capabilities align with the organization's present and future needs.

In any organization, employees possess a combination of skills, knowledge,
and behaviours that enable them to perform their roles. Skills generally refer to the
practical abilities required to carry out specific tasks, such as technical expertise,

communication ability, or problem-solving capability. Competencies, on the other
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hand, are broader in nature and include not only skills but also knowledge, attitudes,
and behavioural traits that contribute to effective job performance. For example,
leadership, teamwork, adaptability, and decision-making are considered competencies

because they influence how individuals apply their skills in real work situations.

The process of skills and competency analysis begins with identifying the
key competencies required for different roles within the organization. These
requirements are usually derived from the organization's strategic objectives. Ifa
company plans to innovate or adopt new technologies, it will require employees
who are not only technically skilled but also adaptable and capable of continuous
learning. Similarly, leadership roles may require competencies such as strategic

thinking, communication, and the ability to manage teams effectively.

Once the required competencies are defined, the organization assesses the
existing workforce to determine the level of skills and competencies currently
available. This assessment may be carried out through performance appraisals,
employee self-assessments, interviews, tests, and feedback systems. The aim s to
create a clear profile of each employee's strengths and areas for improvement.
Many organizations maintain competency frameworks or skill inventories to

systematically record this information.

After evaluating both the required and existing competencies, the organization
compares the two to identify gaps. These gaps indicate areas where employees
may lack the necessary skills or competencies to meet future demands. For example,
an organization planning digital transformation may discover that its employees
lack sufficient knowledge of data analysis or advanced technologies. Identifying

such gaps is crucial because it helps the organization take timely corrective actions.

To address these gaps, organizations develop appropriate strategies such as
training and development programs, upskilling and reskilling initiatives, hiring new
employees with the required competencies, or redesigning job roles. Training
programs are particularly important as they help existing employees acquire new
skills and improve their performance. In some cases, organizations may also
implement mentoring and coaching systems to develop competencies such as

leadership and decision-making.

Skills and competency analysis also plays a significant role in career

development and succession planning. By understanding the competencies required



for higher-level positions, organizations can prepare employees in advance to take
on future roles. This ensures continuity in leadership and reduces the risks associated

with sudden vacancies in key positions.

Furthermore, this analysis contributes to overall organizational effectiveness
by ensuring that the right people are placed in the right roles. When employees'
skills and competencies match job requirements, their performance improves, job

satisfaction increases, and the organization achieves better results.

3.6 Talent Segmentation

Every organization consists of employees who differ in terms oftheir abilities,
performance levels, potential for growth, and the value they bring to the organization.
Because of these differences, it becomes necessary to classify or group employees
in a meaningful way. Talent segmentation refers to the process of dividing the
workforce into distinct categories based on factors such as skills, performance,

potential, and the critical nature of their roles.

This concept is based on the idea that not all employees contribute equally
to organizational success. Some individuals occupy positions that are highly critical
for achieving business objectives, while others perform roles that are more routine
in nature. By identifying these differences, management can focus its attention on

employees and roles that have a greater impact on overall performance.

A common method of talent segmentation involves evaluating employees
based on their current performance and their future potential. Certain employees
consistently perform at a high level and also show the capability to take on greater
responsibilities in the future. These individuals are often seen as valuable assets because
they can contribute both in the present and in leadership roles later on. In contrast,
some employees may perform well in their current positions but may not necessarily
have the ability or interest to move into higher roles. There may also be employees

who require improvement and support to reach expected performance levels.

Another important aspect involves identifying roles that are crucial for the
organization's functioning and growth. Certain positions, such as leadership roles
or specialized technical jobs, have a direct influence on productivity, innovation,
and competitive advantage. Employees working in such roles are often given more
attention in terms of development, rewards, and retention efforts because their

contribution is difficult to replace.
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Differences in skills and their availability in the labour market also play arole in
segmentation. Some employees possess rare or highly specialized skills that are
not easily available outside the organization. These individuals become extremely
valuable, and organizations may take special measures to retain them. On the other
hand, positions that require common skills and can be easily filled may not demand

the same level of focus.

Effective management of human resources becomes easier when employees
are grouped into meaningful categories. Instead of applying the same policies to
everyone, organizations can design specific strategies for each segment. For instance,
employees with high potential may be provided with leadership training and career
advancement opportunities, while those needing improvement may receive targeted

training programs to enhance their performance.

Care must be taken while implementing this approach to ensure fairness and
transparency. If employees feel that segmentation is biased or unclear, it may lead
to dissatisfaction and reduced morale. Therefore, clear criteria and proper
communication are necessary so that employees understand how they are evaluated
and what they can do to progress. Overall, talent segmentation helps in organizing
the workforce in a structured manner by recognizing differences among employees.
It enables better utilization of human resources, supports employee development,
and ensures that attention is directed toward areas that contribute most to

organizational success.

3.7 Succession Planning

Organizations cannot depend on individuals staying in the same roles forever,
as changes such as retirement, resignation, promotion, or unexpected situations
are inevitable. Because of this, there must always be a plan to ensure that important
positions do not remain vacant and that work continues smoothly. Succession
planning refers to the process ofidentifying and developing employees who can

take over keyroles in the future.

The idea behind succession planning is to create a continuous supply of
capable individuals who are ready to step into critical positions when needed.
Instead of searching for replacements only after a vacancy arises, organizations
prepare employees in advance so that transitions are smooth and do not disrupt
operations. This approach reduces uncertainty and ensures stability within the

organization.



The process begins with identifying key positions that are essential for the
functioning and success of the organization. These positions are usually those that
have a significant impact on decision-making, leadership, or specialized operations.
Once such roles are identified, the next step is to recognize employees who have
the potential to fill these roles in the future. This involves assessing their performance,
skills, competencies, and readiness to take on higher responsibilities.

After identifying potential successors, organizations focus on developing these
employees so that they are fully prepared when the time comes. Development can
take place through various methods such as training programs, mentoring, coaching,
Jjobrotation, and providing opportunities to handle challenging assignments. Through
these experiences, employees gain the knowledge and confidence required to
perform effectively in higher positions.

An important aspect of succession planning is that it is a continuous and
ongoing process. As the organization grows and changes, new roles may emerge
and existing roles may evolve. Similarly, employees' skills and aspirations also change
over time. Therefore, succession plans need to be regularly reviewed and updated
to remain relevant.

Another significant benefit of succession planning is that it helps in retaining
talented employees. When employees see clear opportunities for growth and
advancement within the organization, they are more likely to stay and remain
motivated. It also improves employee morale because individuals feel valued and
recognized for their potential.

Proper implementation of succession planning ensures that leadership
continuity is maintained and that the organization is not adversely affected by sudden
departures of key personnel. It also reduces the time and cost involved in external
recruitment for important positions, as suitable candidates are already available
within the organization. At the same time, the process must be handled carefully to
avoid favouritism or bias. Decisions regarding potential successors should be based
on objective criteria such as performance, competencies, and potential rather than
personal preferences. Transparency and fairness are essential to maintain trust among
employees.

3.8 Managing Workforce Diversity

In today's organizational environment, employees come from varied social,
cultural, and professional backgrounds, which naturally creates diversity within the
workplace. This diversity reflects differences in age, gender, education, experience,
beliefs, and ways of thinking. Managing workforce diversity means handling these
differences in such a way that they do not become obstacles but instead contribute

positively to the organization.
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The presence of diverse employees changes how work is performed and
how people interact with each other. Individuals bring their own perspectives, which
can improve the quality of ideas and decision-making. When people with different
viewpoints collabourate, they are able to approach problems more creatively. At
the same time, these differences can sometimes create misunderstandings or
disagreements, especially when individuals are not aware of or sensitive to each
other's backgrounds. Because of this, organizations must actively create a work

culture that promotes understanding and cooperation.

A major part of managing diversity lies in ensuring equality in the workplace.
Employees expect to be treated fairly, regardless of their personal differences.
When an organization provides equal opportunities in hiring, promotion, and
development, it builds a sense of trust and belonging among employees. This

encourages them to perform better and remain committed to their roles.

Interaction among employees also plays a crucial role in this process. Since
people may have different communication styles, there is always a possibility of
confusion or misinterpretation. Encouraging clear and respectful communication
helps in minimizing such issues. Organizations often take steps to educate employees
about cultural awareness so that they can better understand and respect one another.
The behaviour of leaders strongly influences how diversity is managed. When leaders
demonstrate fairness and inclusiveness in their actions, it sets a standard for the
entire workforce. Employees tend to follow the example set by their superiors,
which helps in maintaining a positive and respectful work environment. Leadership
that values diversity contributes to stronger teamwork and cooperation. Rather
than viewing diversity as a difficulty, organizations can benefit by using it effectively.
Employees with different strengths and experiences can contribute in unique ways,
which improves overall performance. Assigning roles based on individual capabilities

ensures better results and increases employee satisfaction.

Situations of conflict may still arise due to differences among individuals.
Addressing these issues promptly and fairly is necessary to maintain harmony. A
proper system for handling grievances ensures that employees feel heard and
respected, even when disagreements occur. When diversity is managed well, it
leads to a more dynamic and supportive workplace. Employees feel comfortable
expressing their ideas, which enhances innovation and collabouration. It also
strengthens the organization's ability to adapt to changing environments and meet

diverse customer needs.
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Thus, managing workforce diversity involves creating an inclusive environment where
differences are respected and utilized effectively. By focusing on fairness,
communication, leadership involvement, and conflict resolution, organizations can

transform diversity into a valuable asset that supports their overall success.

% Some of the key ways to manage workforce diversity

Ensuring equal treatment of all employees regardless of their background
Promoting open and respectful communication among employees
Providing training programs to increase cultural awareness
Encouraging teamwork and collabouration among diverse groups

Implementing fair policies in recruitment, promotion, and evaluation

g 2 4 4 4 0

Addressing conflicts quickly and impartially

These practices help employees feel respected and valued, which improves

their motivation and performance.

3.9 Global Workforce Planning

As organizations grow beyond national boundaries, workforce planning also
expands in scope. What begins as planning for employees within a single country
gradually develops into planning at an international level. This shift gives rise to
global workforce planning, which can be understood as an extension of strategic
workforce planning into a global context. Strategic workforce planning focuses on
aligning human resources with the long-term goals of the organization. When the
same idea is applied across multiple countries, it becomes global workforce planning.
In this sense, global workforce planning is not a separate concept but a broader
application of strategic workforce planning where decisions are made considering

international operations, global talent availability, and cross-border challenges.

% Link between Strategic and Global Workforce Planning
The connection between the two can be understood through their purpose :
= Strategic workforce planning ensures the right people for future goals

= Global workforce planning ensures the right people across different

countries

So, global workforce planning simply expands the strategic approach beyond

one location.At a domestic level, planning mainly considers internal factors

45



Strategic HRM

46

such as current employees, future needs, and organizational goals. However,

when planning becomes global, additional factors must be considered :
= Availability of talent in different countries

= Differences in culture and work behaviour

=  Country-specific laws and employment policies

= Cost differences in hiring across regions

This makes global workforce planning more complex but also more flexible.

3.10

Challenges in workplace planning

Various internal and external factors make workforce planning difficult to

implement effectively. Changes in technology, market conditions, employee

behaviour, and global business practices create uncertainty and complexity. These

factors often make it challenging for organizations to predict their exact workforce

requirements and maintain the right balance between demand and supply.

Because of'these difficulties, organizations must deal with several challenges

while planning their workforce. Understanding these challenges is important so

that appropriate strategies can be developed to overcome them and ensure better

planning outcomes.

1.

Uncertainty of future conditions

Workforce planning depends on predictions about future business growth,
market demand, and economic conditions. However, these factors are highly
unpredictable and can change suddenly. Events like economic slowdown,
market competition, or global crises can affect workforce needs. This makes

it difficult for organizations to plan accurately for the long term.
Rapid technological changes

Technology is evolving very quickly, which continuously changes job roles
and skill requirements. Employees who are skilled today may become
outdated if they do not upgrade their knowledge. Organizations struggle to
predict which skills will be needed in the future. As a result, planning training

and hiring becomes more complex.
Lack of accurate data

Effective workforce planning requires reliable and up-to-date data about
employees and labour markets. In many cases, organizations do not have

proper systems to collect or analyse this data. Inaccurate or incomplete data



leads to poor decision-making. This reduces the effectiveness of workforce

plans.
High employee turnover

Employees may leave the organization for better opportunities, dissatisfaction,
or personal reasons. Frequent turnover makes it difficult to estimate future
workforce availability. Organizations must spend more time and resources

on recruitment and training. This disrupts long-term workforce planning.
Changing employee expectations

Modern employees expect more than just salary, such as work-life balance,
flexibility, and career growth. If these expectations are not met, employees
may become dissatisfied or leave the organization. This affects workforce
stability and planning. Organizations must continuously adapt their policies

to meet these expectations.
Global and cultural differences

Organizations operating in multiple countries face differences in culture,
language, and work practices. Each country also has its own labour laws
and regulations. This makes workforce planning more complicated at a global

level. A single strategy may not work for all locations.
Cost constraints

Workforce planning involves costs related to hiring, training, salaries, and
employee benefits. Organizations must balance between having enough
employees and controlling expenses. Overstaffing increases costs, while

understaffing affects productivity. Managing this balance is a major challenge.
Resistance to change

Employees and managers may resist new systems, technologies, or changes
in work processes. This resistance slows down the implementation of
workforce plans. It becomes difficult to introduce new strategies or

improvements. Organizations need strong leadership to overcome this challenge.

Exercises :

Q.1 Answer the following questions in detail:

1. Explain the concept of Strategic Workforce Planning and its importance

in modern organizations.
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Q.2

10.

11.

12.

Explain demand and supply forecasting in workforce planning with

suitable examples.

Describe the role of workforce analytics in improving organizational
decision-making.

Explain skills and competency analysis and its significance in workforce
planning.

Discuss the concept of talent segmentation and how it helps organizations

manage employees effectively.

Explain succession planning and its role in ensuring organizational

continuity.

Describe how organizations can manage workforce diversity effectively.
Explain global workforce planning and its link with strategic workforce
planning.

Discuss the major challenges in workforce planning in detail.

Explain how technological changes impact workforce planning.
Discuss the role of data and analytics in modern workforce planning.

Explain the importance of aligning workforce planning with organizational
strategy.

Briefly answer the following questions:

1.

2.

Define Strategic Workforce Planning.

What is demand forecasting in workforce planning ?
Explain supply forecasting briefly.

What is workforce analytics ?

Define skills and competency analysis.

What is talent segmentation ?

Explain succession planning in brief.

What is workforce diversity management ?



Q.3 Multiple Choice Questions (MCQs)

1.

Strategic workforce planning is mainly concerned with -

a) Short-term staffing b) Long-term workforce alignment
c) Payroll management d) Employee benefits
Answer : b) Long-term workforce alignment

Workforce planning focuses on having

a) Maximum employees b) Minimum employees
c) Right people at right time d) Only skilled employees
Answer : ¢) Right people at right time

Demand forecasting refers to

a) Current employees b) Future workforce needs
c) Employee salaries d) Training methods
Answer : b) Future workforce needs

Supply forecasting includes

a) Only external employees

b) Only internal employees

c) Both internal and external workforce

d) Only managers

Answer : ¢) Both internal and external workforce
Workforce analytics is based on

a) Guesswork b) Experience only
c) Data and evidence d) Random decisions

Answer : ¢) Data and evidence

Skills refer to
a) Attitude b) Behaviour
c) Ability to perform tasks d) Personality

Answer : ¢) Ability to perform tasks
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10.

11.

12.

Competencies include

a) Only technical skills

b) Skills, knowledge, and behaviour

c) Only experience

d) Only education

Answer : b) Skills, knowledge, and behaviour

Talent segmentation divides employees based on

a) Salary b) Age

c) Performance and potential ~ d) Attendance

Answer : ¢) Performance and potential

Succession planning ensures

a) Immediate hiring b) Leadership continuity
c) Employee termination d) Salary increase
Answer : b) Leadership continuity

Workforce diversity refers to

a) Same type of employees b) Differences among employees
c) Only gender difference d) Only age difference
Answer : b) Differences among employees

Global workforce planning deals with

a) Local employees b) National employees

c) International workforce d) Temporary workers
Answer : ¢) International workforce

Ethnocentric approach means

a) Hiring local employees b) Hiring global employees
c) Using home country employees d) Hiring part-time workers

Answer : ¢) Using home country employees



13.

14.

15.

16.

17.

18.

Polycentric approach focuses on

a) Global hiring b) Local hiring

¢) Home country hiring d) Contract hiring
Answer : b) Local hiring

Gap analysis compares

a) Salaryand benefits b) Demand and supply

c) Skills and wages d) Employees and managers
Answer : b) Demand and supply

High employee turnover leads to

a) Stability b) Planning difficulty

c) Increased profits d) Better teamwork
Answer : b) Planning difficulty

Workforce planning is affected by

a) Only internal factors

b) Only external factors

c) Bothinternal and external factors

d) None

Answer : ¢) Both internal and external factors

Diversity management improves

a) Conflicts b) Productivity and innovation
c) Costs d) Turnover

Answer : b) Productivity and innovation

Workforce analytics helps in
a) Guessing decisions b) Data-driven decisions
c) Ignoring employees d) Reducing employees

Answer : b) Data-driven decisions
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19.

20.

Resistance to change affects

a) Planning success b) Employee salary
¢) Only management d) Onlytraining
Answer : a) Planning success

Strategic workforce planning is

a) Short-term b) Random

c) Future-oriented d) Unplanned

Answer : ¢) Future-oriented

sk sk sk sk sk sk sk sk skok



Unit : 4
Strategic Job Analysis and Design

4.1 Introduction

4.2 Job analysis from a strategic perspective
4.3 Competency-based job design

4.4 Work redesign and reengineering

4.5 Flexible job structures

4.6 Role clarity and accountability

> Exercise

4.1 Introduction

Strategic Job Analysis and Design is an important aspect of Human Resource
Management that focuses on aligning jobs with organizational goals and strategies.
In today's dynamic business environment, organizations must ensure that job roles
are clearly defined and designed in a way that supports overall business objectives.

This helps in improving employee performance, productivity, and job satisfaction.

Job analysis is the systematic process of collecting and analysing information
about a job. It involves identifying the duties, responsibilities, skills, qualifications,
and working conditions required for a particular job. The information gathered
through job analysis is used to prepare job descriptions and job specifications,
which serve as the foundation for various HR functions such as recruitment, selection,

training, and performance appraisal.

Job design, on the other hand, refers to the process of organizing tasks,
duties, and responsibilities into a productive unit of work. It determines how a job
is structured, what tasks are included, and how they are performed. Effective job
design aims to improve efficiency, reduce monotony, and enhance employee

motivation and satisfaction.

Strategic job analysis and design go beyond traditional approaches by linking
jobroles directly with organizational strategy. It ensures that jobs are flexible, skill-

oriented, and capable of adapting to changes in technology and business
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requirements. This approach helps organizations develop a competent workforce

that can contribute to long-term success and competitive advantage.

Thus, strategic job analysis and design play a crucial role in ensuring that the
right people are placed in the right jobs, leading to improved organizational

performance and growth.

4.2 Job Analysis from a Strategic Perspective

Job analysis from a strategic perspective refers to the systematic process of
analysing jobs in alignment with the long-term goals and overall strategy of the
organization. Unlike traditional job analysis, which mainly focuses on identifying
duties and responsibilities, strategic job analysis emphasizes how each job
contributes to organizational success, competitiveness, and future growth. It ensures
that job roles are designed in a way that supports both current operations and

future business needs.

One of the key aspects of strategic job analysis is its role in aligning human
resources with business strategy. Organizations operate in a dynamic environment
where changes in technology, competition, and market demands are frequent.
Strategic job analysis helps in identifying the skills, knowledge, and abilities required
to meet these changes. It ensures that employees are not only capable of performing
their current tasks but are also prepared for future challenges. Strategic job analysis
plays an important role in human resource planning. By understanding job
requirements in a strategic context, organizations can forecast future manpower
needs more accurately. It helps in determining the number and type of employees
required for expansion, diversification, or innovation. This reduces the risk of skill

shortages or surplus workforce.

Another important area is recruitment and selection. Strategic job analysis
provides clear and detailed job descriptions and job specifications, which help in
attracting and selecting the right candidates. It ensures that new employees possess
the competencies that align with the organization's strategic goals, thereby improving
overall performance. It also contributes significantly to training and development.
By identifying current and future skill requirements, HR can design training programs
that enhance employee capabilities. Strategic job analysis ensures that employees

continuously develop skills that are relevant to organizational growth and



technological advancements. In addition, it supports performance management
systems by setting clear expectations and measurable standards. Employees
understand their roles and responsibilities in achieving organizational goals, which
improves accountability and productivity. It also helps in designing fair and objective
performance appraisal systems. Strategic job analysis also influences compensation
and reward systems. By evaluating the importance and complexity of jobs,
organizations can develop fair and competitive compensation structures. This helps
in motivating employees and retaining talented individuals. It ensures flexibility in
job design, allowing employees to adapt to changing business environments. Jobs
are designed to encourage multi-skilling, innovation, and teamwork, which are
essential for long-term success. Thus, job analysis from a strategic perspective is
essential for aligning job roles with business strategy. It improves HR planning,
recruitment, training, performance management, and overall organizational

effectiveness, leading to sustained growth and competitive advantage.

4.3 Competency-Based Job Design

Competency-based job design is a modern approach to designing jobs that
focuses on the competencies required to perform a job effectively rather than only
defining tasks and duties. Competencies include knowledge, skills, abilities, attitudes,
and behaviours that employees must possess to achieve high performance. This
approach emphasizes "how work is done" and "what capabilities are required"
instead of just "what work is to be done." It aligns employee capabilities with

organizational strategy and helps in building a flexible and high-performing workforce.

Competency-based job design focuses on identifying and developing core
competencies required for successful performance. It includes both technical
competencies (job-specific skills) and behavioural competencies (communication,
leadership, teamwork, adaptability, etc.). It is flexible in nature, allowing employees
to perform multiple roles and adapt to changing work environments. This approach
also integrates HR functions such as recruitment, training, performance management,

and compensation with competency requirements.
% Types of Competencies

Competencies are the combination of knowledge, skills, abilities, and
behaviours that enable employees to perform their jobs effectively. They

play a vital role in competency-based job design and help organizations
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achieve their strategic goals. Competencies are broadly classified into core,

functional/technical, managerial, and behavioural competencies.

1.

Core Competencies :

Core competencies are the fundamental capabilities required by all
employees in an organization, regardless of their jobrole or level. These
competencies reflect the organization's values, culture, and overall
expectations from employees. Examples include communication skills,
teamwork, problem-solving ability, adaptability, and ethical behaviour.
Core competencies ensure that all employees work ina consistent manner
aligned with organizational objectives. They promote collabouration,
improve workplace relationships, and create a positive work
environment. These competencies are essential for building a strong
organizational culture and ensuring that employees contribute effectively

to the success of the organization.
Functional/Technical Competencies :

Functional or technical competencies are job-specific skills and
knowledge required to perform particular tasks effectively. These
competencies vary depending on the nature of the job and industry. For
example, an IT professional requires programming skills, while an
accountant needs knowledge of financial reporting and taxation. These
competencies ensure that employees can perform their tasks accurately
and efficiently. They are critical for maintaining quality standards,
improving productivity, and achieving operational efficiency.
Organizations often focus on continuous training and development to
enhance technical competencies and keep employees updated with

technological advancements.
Managerial Competencies :

Managerial competencies are required for individuals in leadership or
supervisory roles. These include skills such as leadership, decision-
making, planning, organizing, coordinating, and problem-solving.
Managers must also possess the ability to motivate employees, resolve

conflicts, and guide teams toward achieving organizational goals. These



competencies are essential for effective management and ensuring smooth
functioning of the organization. Strong managerial competencies help in
improving team performance, enhancing productivity, and achieving

strategic objectives.
4. Behavioural Competencies :

Behavioural competencies refer to the attitudes, values, and behaviours
that influence how employees perform their jobs. These include qualities
such as adaptability, initiative, creativity, emotional intelligence, and
nterpersonal skills. Behavioural competencies determine how employees
interact with others and respond to different situations in the workplace.
They are important for building positive relationships, improving

teamwork, and enhancing employee engagement.

Thus, different types of competencies work together to ensure effective
job performance. While core competencies provide a common
foundation, technical, managerial, and behavioural competencies ensure
specialized skills, leadership effectiveness, and positive work behaviour,

contributing to overall organizational success.

4.4 Work Redesign and Reengineering

Work redesign refers to the process of systematically changing the structure,
tasks, and responsibilities of a job to improve efficiency, productivity, and employee
satisfaction. It focuses on modifying how work is performed by adjusting job roles,
methods, and workflows. The main aim of work redesign is to make jobs more
meaningful, reduce monotony, and enhance employee motivation. Techniques such
as job enlargement (adding more tasks), job enrichment (increasing responsibility
and autonomy), and job rotation (shifting employees between jobs) are commonly
used. Work redesign helps organizations improve performance while also ensuring

better utilization of employee skills.

Reengineering, also known as Business Process Reengineering (BPR), is a
more radical and fundamental approach compared to work redesign. It involves
completely rethinking and redesigning core business processes to achieve significant
improvements in cost, quality, speed, and customer service. Instead of making

small changes, reengineering focuses on eliminating unnecessary steps, simplifying
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processes, and using modern technology to improve efficiency. It often leads to

major organizational changes and requires strong management support.

Thus, while work redesign focuses on improving individual jobs, reengineering
focuses on transforming entire business processes. Both approaches are important
for enhancing organizational performance and adapting to a competitive business

environment.
% Difference between Work Redesign and Reengineering

Work redesign and reengineering are two important approaches used by
organizations to improve efficiency, productivity, and overall performance.
Although both aim at enhancing organizational effectiveness, they differ

significantly in their nature, scope, and level of change.

Work redesign refers to the process of modifying the tasks, duties, and
responsibilities of individual jobs to make them more efficient and meaningful.
It focuses on improving job structure and employee experience by making
gradual and incremental changes. Techniques such as job enlargement, job
enrichment, and job rotation are commonly used in work redesign. The main
objective is to reduce monotony, increase employee motivation, and improve
Jjob satisfaction while enhancing productivity. Work redesign usually involves
low risk, requires less time, and is relatively cost-effective. It mainly operates

at the job level and focuses on improving how individual tasks are performed.

On the other hand, reengineering, also known as Business Process
Reengineering (BPR), is a more radical and comprehensive approach. It
involves fundamentally rethinking and completely redesigning core business
processes to achieve dramatic improvements in performance. Reengineering
focuses on eliminating unnecessary steps, simplifying workflows, and using
advanced technology to improve efficiency, quality, and customer service.
Unlike work redesign, which makes small improvements, reengineering brings
major changes that can transform the entire organization. It has a broader
scope, affects multiple departments, and often requires significant investment

in time, resources, and technology.

Another key difference lies in the level of risk and impact. Work redesign
carries relatively low risk and primarily benefits employees by improving

their work experience and skill development. In contrast, reengineering
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mvolves higher risk as it may lead to major organizational restructuring, changes

in job roles, and sometimes even job losses. It requires strong leadership,

clear planning, and employee support for successful implementation.

In summary, work redesign is an evolutionary approach that focuses on

improving individual jobs through gradual changes, while reengineering is a

revolutionary approach that focuses on transforming entire business processes

through radical changes. Both are essential for organizational growth, but they

are applied in different situations depending on the level of change required.

Basis || Work Redesign || Reengineering (BPR) |
Modification of job tasks, duties, [|Complete rethinking and redesign of
Meaning and responsibilities to improve business processes for major
efficiency and satisfaction performance improvement

|Nature of Change

”Incremental and gradual

”Radical and fundamental |

|F0cus ||Individual jobs and tasks ||Entire business processes |
|Sc0pe ”Limited (job level) ”Broad (organization/process level) |
Improve job satisfaction, reduce . . .
C. . Achieve dramatic improvements in
Objective monotony, and increase . .
.7 cost, quality, speed, and service
productivity
Uses job enlargement, job Uses process redesign, automation,
Approach . . . S
enrichment, job rotation elimination of unnecessary steps
|Risk Level ||Low risk ||High risk |
High cost due to major changes and
Cost Low or moderate cost £ J &

technology

|Time Required

||Less time

||More time required |

Impact on Employees

Improves motivation, satisfaction,
and skill development

May lead to major changes,
restructuring, or job loss

Level of Change

Evolutionary (small improvements)

Revolutionary (major
transformation)

Implementation

Easier to implement

Complex and requires strong
management support

4.5 Flexible Job Structures

Flexible job structures refer to the design of jobs in a way that allows

adaptability in work roles, responsibilities, working hours, and work methods

according to organizational needs and employee preferences. Unlike traditional

rigid job structures, flexible job structures enable employees to perform multiple

tasks, work in different roles, and adjust their work schedules. This approach
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helps organizations respond quickly to changes in the business environment.

Flexible job structures are characterized by adaptability and versatility.
Employees are encouraged to develop multiple skills and perform a variety of
tasks. There is less strict division of work, and roles are more dynamic. It also includes
flexibility in working hours, such as part-time work, remote work, or flexible shifts.
This structure promotes teamwork, innovation, and faster decision-making.

o

% Types of Flexible Job Structures

Flexible job structures are designed to provide adaptability in how work is
organized and performed. They help organizations respond to changing
business needs while improving employee satisfaction and productivity. The
main types of flexible job structures include job rotation, job enlargement,

job enrichment, flexible working hours, and remote work.
1. Job Rotation :

Job rotation involves shifting employees from one job role to another
within the organization over a period of time. The purpose ofjob rotation
is to develop multi-skilled employees and provide them with a broader
understanding of different functions. It helps reduce monotony and
boredom by introducing variety in work. Employees gain new skills,
knowledge, and experience, which enhances their career development.
It also helps organizations in succession planning and ensures that work
continues smoothly even if employees are absent or leave the organization.
However, frequent rotation may sometimes reduce efficiency as

employees need time to adjust to new roles.
2. Job Enlargement:

Job enlargement refers to increasing the number of tasks performed by
an employee at the same level of responsibility. It involves adding more
similar tasks to a job to make it more varied and less repetitive. This
helps reduce boredom and increases employee engagement. For
example, instead of performing a single repetitive task, an employee
may handle multiple related activities. Job enlargement improves skill
variety and productivity but does not necessarily increase decision-
making authority. If not implemented properly, it may lead to work

overload without increasing motivation.



Job Enrichment :

Job enrichment goes a step further by adding more responsibility,
authority, and decision-making power to a job. It focuses on improving
the quality of work by making it more meaningful and challenging.
Employees are given greater control over their tasks, which enhances
motivation, job satisfaction, and performance. For example, employees
may be involved in planning, problem-solving, and decision-making
processes. Job enrichment helps in developing leadership skills and
encourages innovation. However, it requires employees to have the

necessary skills and capabilities to handle additional responsibilities.
Flexible Working Hours (Flexitime) :

Flexible working hours, or flexitime, allow employees to choose their
working hours within certain limits set by the organization. Instead of
fixed working hours, employees can decide when to start and finish
their work, as long as they complete the required number of hours. This
helps employees maintain a better work-life balance and reduces stress.
It also improves productivity, as employees can work during their most
productive hours. However, it may create coordination challenges among

team members if not managed properly.
Remote Work/Telecommuting :

Remote work or telecommuting allows employees to work from locations
outside the traditional office, such as from home. With the help of
technology, employees can perform their tasks and communicate with
colleagues without being physically present in the workplace. This
provides flexibility, reduces commuting time, and improves work-life
balance. It also helps organizations save costs on office space. However,
challenges include communication issues, lack of supervision, and possible

feelings ofisolation among employees.

Thus, flexible job structures provide various ways to improve efficiency,
employee satisfaction, and adaptability. When implemented effectively,

they help organizations create a dynamic and productive work environment.
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Job Design, Job Enrichment and Job Enlargement

Job design refers to the systematic process of organizing tasks, duties,
and responsibilities into a specific job in a way that enhances both
organizational efficiency and employee satisfaction. It involves deciding
what work needs to be done, how it should be performed, and the
sequence in which tasks are carried out. Effective job design ensures
that the job is neither too difficult nor too simple, and that it matches the
skills and capabilities of the employee. It also focuses on creating
meaningful work that motivates individuals and improves their overall

performance.
Job Simplification :

Job simplification involves breaking down a job into smaller, simple,
and repetitive tasks. It is based on the principle of specialization, where
each worker performs a specific part of the job. This method increases
efficiency and speed, as employees become experts in their assigned
tasks. It is commonly used in manufacturing and assembly line work.
However, it can lead to boredom, lack of creativity, and low job

satisfaction due to the repetitive nature of the work.
Job Engineering (Scientific Management Approach) :

This approach focuses on designing jobs based on scientific principles
to achieve maximum efficiency. It involves studying work processes,
time, and motion to determine the best way to perform tasks. The aim is
to reduce unnecessary movements and improve productivity. While it
increases efficiency, it may ignore human needs and lead to dissatisfaction

if jobs become too mechanical.
Objectives of Job Enlargement

= Reduce monotony: Job enlargement aims to reduce boredom and
fatigue caused by performing the same task repeatedly. By adding
a variety of similar tasks, employees find their work more interesting

and less routine-oriented.

= Increase task variety: It expands the number of activities within a
job, allowing employees to handle multiple related tasks. This variety

makes the job more engaging and less repetitive.
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= Improve employee engagement: When employees are involved in
different tasks, they remain more attentive, active, and interested in

their work, leading to higher engagement levels.

= Better utilization of skills: Employees get opportunities to use a wider
range oftheir skills and abilities, ensuring that their potential is fully
utilized within the organization.

= Enhance productivity: Increased variety in work keeps employees
mentally active and focused, which can lead to improved efficiency

and better performance.

= Develop multi-skilling: Employees learn different aspects of work,
making them versatile and capable of handling various tasks when

required.
% Objectives of Job Enrichment

= Increase motivation: Job enrichment focuses on making work more
meaningful and challenging by adding responsibility, which naturally

motivates employees to perform better.

= Improve job satisfaction: When employees are given more control
and authority over their work, they experience a sense of achievement

and satisfaction.

= Enhance responsibility: Employees are entrusted with greater
responsibility, which increases accountability and encourages them

to take ownership of their tasks.

= Encourage decision-making: It empowers employees to make
decisions related to their work, improving confidence,

independence, and problem-solving ability.

= Promote personal growth: Job enrichment provides opportunities
for learning new skills, developing capabilities, and advancing in

one's career.

= Increase creativity and innovation: Challenging and meaningful tasks
encourage employees to think creatively and come up with new

ideas and solutions.

= Strengthen commitment: When employees feel trusted and valued,
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they develop a stronger sense of loyalty and commitment toward

the organization.

Thus, both job enlargement and job enrichment are effective job design
techniques. While job enlargement reduces boredom by adding variety, job
enrichment enhances motivation by providing greater responsibility and
autonomy. When used appropriately, both contribute to improved employee
performance and organizational effectiveness. Job enlargement improves task
variety and reduces monotony, while job enrichment enhances responsibility,
motivation, and personal growth, leading to improved employee performance

and organizational success.

4.7 Role clarity and accountability

Role clarity and accountability are fundamental elements of effective
management and successful teamwork in any organization. Role clarity refers to
the clear definition and understanding of an individual's duties, responsibilities,
authority, and expected outcomes within a job. When employees have role clarity,
they know exactly what tasks they need to perform, how their work contributes to
organizational goals, and what standards they are expected to meet. This reduces
confusion, avoids duplication of work, and helps individuals focus their efforts in
the right direction. Clear roles also improve communication within teams, as everyone

understands who is responsible for what, making coordination smoother and more efficient.

Accountability, on the other hand, is the obligation of an individual to take
responsibility for their actions, decisions, and performance outcomes. It means
being answerable for completing assigned tasks and achieving desired results.
Accountability ensures that employees remain committed to their work and take
ownership of both successes and failures. It also allows managers to evaluate
performance fairly and take corrective actions when necessary. When accountability
is properly established, it builds trust, discipline, and reliability within the organization.

The combination ofrole clarity and accountability creates a strong foundation
for high performance. When roles are clearly defined and individuals are held
accountable, it minimizes misunderstandings and conflicts among team members.
It also enhances productivity, as employees are more focused and motivated to
perform their tasks effectively. Moreover, it supports better decision-making
because responsibilities are clearly assigned, making it easier to identify who should

take action in different situations. In practical terms, organizations can promote



role clarity and accountability by clearly defining job descriptions, setting measurable

goals, and maintaining open communication. Regular feedback and performance

evaluations also help reinforce accountability. Leaders play a crucial role in ensuring

that expectations are clearly communicated and that individuals are supported in
fulfilling their responsibilities.

Thus, role clarity and accountability are essential for ensuring efficiency,

improving performance, and achieving organizational objectives. Together, they

create a structured and responsible work environment where employees understand

their roles and are committed to delivering results.

<+  Exercise :

Q.1 Answer the following questions in detail:

1.

6.

Explain the concept of Strategic Job Analysis and Design. How does it
differ from traditional job analysis ?

Discuss job analysis from a strategic perspective and explain its role in
HR functions ?

What is competency-based job design? Explain its importance in modern

organizations.
Describe the types of competencies with suitable examples.

Explain the concept of work redesign and reengineering. Highlight the
differences between the two approaches.

What are flexible job structures? Discuss various types in detail.

Q.2 Briefly answer the following questions:

1.
2.
3.
4.

Define job analysis.
What is job enrichment ?
State any two objectives of job enlargement.

What is meant by role clarity?

Q.3 Multiple Choice Questions (MCQs)

1.

Job analysis is mainly concerned with

a) Salary structure b) Job duties and responsibilities
c) Employee motivation d) Organizational culture

Answer : b) Job duties and responsibilities
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2. Strategic job analysis focuses on

a) Past performance

b) Daily tasks only

c) Alignment with organizational goals

d) Employee leave policies

Answer : ¢) Alignment with organizational goals

3. Competency-based job design emphasizes

a) Only tasks b) Skills and behaviours
c) Salary levels d) Work hours
Answer : b) Skills and behaviours

4. Which ofthe following is a core competency ?
a) Programming b) Leadership
c) Communication d) Accounting
Answer : ¢) Communication

5. Jobenlargement involves

a) Increasing responsibility b) Adding more similar tasks
¢) Reducing workload d) Job transfer
Answer : b) Adding more similar tasks

6. Job enrichment focuses on

a) Reducing tasks

b) Increasing salary

c) Increasing responsibility and autonomy

d) Rotating employees

Answer : ¢) Increasing responsibility and autonomy

7. Reengineering is characterized by

a) Smallimprovements b) Gradual changes
c) Radical changes d) No changes

Answer : ¢) Radical changes
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Role clarity helps to
a) Increase confusion b) Avoid duplication of work
c) Reduce productivity d) Increase conflict

Answer : b) Avoid duplication of work
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Unit : 5§
Strategic Recruitment

5.1 Introduction

5.2 Strategic role of Recruitment

5.3 Internal Vs. External Recruitment
5.4 Strategic selection

5.5 workforce diversity in hiring

5.6 Cost and Quality Considerations
5.7 Technology in Recruitment

> Exercise

5.1 Introduction

Recruitment is one of the most important functions of human resource
management because it determines the quality of employees entering the
organization. In today's competitive and dynamic environment, recruitment is no
longer just about filling vacancies; it has become a strategic activity that directly
supports organizational goals.

Strategic recruitment refers to a planned and systematic approach of attracting,
selecting, and hiring employees who not only meet job requirements but also align
with the long-term vision of the organization. It focuses on hiring the right talent that
can contribute to future growth and sustainability rather than just immediate needs.

Organizations today face challenges such as skill shortages, global competition,
and changing job roles. Because of'this, recruitment must be forward-looking and
integrated with business strategy. A well-planned recruitment process helps in
improving productivity, reducing turnover, and building a strong workforce.

5.2 Strategic Role of Recruitment

Recruitment plays a much broader role than simply hiring employees. It acts as
a link between the organization's human resource needs and its strategic objectives.

% How recruitment becomes strategic is explained below.

Instead of asking "Who can fill this job?", organizations now ask :
= Who can contribute to long-term goals ?

= Who can adapt to future changes ?



= Who fits the organizational culture ?

This shift makes recruitment a strategic function. Recruitment today is no
longer treated as a routine administrative activity of filling vacancies. It has evolved
nto astrategic function that plays a direct role in shaping the future ofthe organization.
The employees an organization hires determine its capability to compete, innovate,
and grow in the long run. Because of this, recruitment decisions are closely linked

with business strategy.

Earlier, recruitment was mainly focused on short-term needs, where the
objective was simply to find someone suitable to perform a specific job. However,
in the modern business environment, organizations look beyond immediate
requirements. They try to identify individuals who can contribute not only to current
tasks but also to future challenges. This shift has transformed recruitment into a

forward-looking and strategic process.

A strategic approach to recruitment begins with understanding the long-term
goals of the organization. For instance, if a company plans to expand into new
markets, it will require employees who possess global awareness, adaptability,
and communication skills. Similarly, if the organization is moving toward digital
transformation, it will prioritize candidates with technological knowledge and learning
ability. In this way, recruitment supports the achievement of broader organizational

objectives.

One ofthe major roles of strategic recruitment is to ensure alignment between
human resources and business strategy. Employees are not just hired for their
qualifications but also for their ability to fit into the organization's vision and culture.
When recruitment is aligned with strategy, it ensures that every new hire contributes

to the organization's direction and growth.

Another important role is improving the overall quality of the workforce.
Strategic recruitment focuses on identifying candidates with the right mix of skills,
competencies, attitude, and potential. Instead of hiring individuals who can only
perform current tasks, organizations look for those who can grow, learn, and take
on future responsibilities. This leads to better performance, higher productivity,

and stronger organizational capability.

Reducing employee turnover is also a key benefit of strategic recruitment.
When candidates are selected based on both job fit and cultural fit, they are more
likely to be satisfied and remain with the organization for a longer period. This

reduces the costs associated with frequent hiring and training, and it also ensures

stability within the workforce.
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Recruitment also contributes to building the employer brand of the
organization. A well-structured and transparent recruitment process creates a
positive impression among candidates. When applicants have a good experience,
even if they are not selected, they are likely to speak positively about the
organization. This helps in attracting high-quality talent in the future and strengthens

the organization's reputation in the job market.

In addition, strategic recruitment plays a significant role in creating a
competitive advantage. In today's knowledge-based economy, employees are one
of the most valuable assets of an organization. Companies that are able to attract
and retain skilled and talented individuals are more likely to perform better than
their competitors. The right talent can drive innovation, improve efficiency, and

help the organization adapt to changing market conditions.

To understand this practically, consider a company entering the field of artificial
intelligence. Instead of hiring employees only for existing roles, the company will
focus on recruiting individuals who are innovative, technologically skilled, and
capable of continuous learning. Such hiring decisions ensure that the organization
remains competitive in the future. The strategic role of recruitment lies in its ability
to connect human resource decisions with long-term organizational goals. It goes
beyond filling vacancies and focuses on building a strong, capable, and future-
ready workforce. By aligning recruitment with strategy, organizations can improve

performance, reduce risks, and achieve sustainable growth.

5.3 Internal Vs. External Recruitment

R

% Meaning
> Internal Recruitment

Internal recruitment refers to the process of filling vacancies from within
the organization by selecting existing employees. This may be done
through promotions, transfers, or internal job postings. It focuses on

utilizing the current workforce and developing employee careers.
» External Recruitment

External recruitment is the process of hiring candidates from outside the
organization. It involves attracting new talent through various sources
such as advertisements, employment agencies, online job portals, and

campus placements.



Comparison between Internal and External Recruitment Based on various

aspect, differences are as follows:
Cost:

Internal recruitment is less expensive because it does not involve advertising
or high selection costs. In contrast, external recruitment is more costly as it
includes expenses for advertisements, recruitment agencies, job portals, and

training of new employees.
Time:

Internal recruitment is faster as employees are already available within the
organization and their performance is known. External recruitment takes
more time because it involves sourcing, screening, interviewing, and induction

ofnew candidates.
Talent Pool:

Internal recruitment has a limited talent pool because it is restricted to existing
employees only. External recruitment provides a wide and diverse talent

pool by attracting candidates from outside the organization.
Innovation:

Internal recruitment generally brings less innovation as employees are already
familiar with existing systems and practices. External recruitment brings more

mnovation as new employees contribute fresh ideas and different perspectives.
Risk:

Internal recruitment carries lower risk because the organization already knows
the performance, skills, and behaviour of employees. External recruitment
has higher risk since the capabilities and cultural fit of new candidates are not

fully known in advance.
Employee Morale:

Internal recruitment improves employee morale as it provides growth
opportunities and encourages motivation. External recruitment may sometimes

reduce morale if existing employees feel overlooked or less valued.
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Training Requirement:

Internal recruitment requires less training because employees are already
aware of organizational culture and processes. External recruitment requires

more training and orientation to help new employees adjust to the organization.

Brief overview of Sources of Recruitment

Recruitment sources are the channels through which organizations find suitable
candidates for job vacancies. As explained in HR practices aligned with
Society for Human Resource Management, sources ofrecruitment are mainly

divided into internal and external sources.
Internal Sources

Internal sources refer to recruiting employees from within the organization.

These sources are used to motivate employees and fill vacancies quickly.

The main internal sources include:

>

Promotions: Upgrading an employee to a higher position based on

performance.
Transfers: Moving employees from one department or location to another.

Internal Job Postings (IJP): Advertising vacancies within the organization

for existing employees to apply.

Employee Referrals: Existing employees recommend suitable candidates

from within their network.
External Sources

External sources refer to recruiting candidates from outside the organization

to bring in fresh talent and new skills.

The main external sources include:

>

Job Advertisements: Publishing vacancies in newspapers, websites, and

job portals.

Campus Recruitment: Hiring fresh graduates directly from colleges and

universities.

Employment Agencies: Using private or government agencies to find

suitable candidates.



»  Walk-ins and Job Fairs: Candidates directly visit companies or attend
recruitment events.

»  Online Portals: Using platforms like Naukri, LinkedlIn, etc., to attract
applicants.

5.4 Strategic Selection

Meaning

Strategic selection refers to the process of choosing the most suitable
candidate for a job role in a systematic and planned manner, aligning selection
decisions with the long-term goals ofthe organization. It focuses not only on
filling vacancies but also on ensuring the right person is selected to improve
organizational performance and competitiveness. According to HR practices
supported by Society for Human Resource Management, selection should

be aligned with strategic workforce planning and organizational objectives.

Objectives of Strategic Selection

Strategic selection aims to ensure that hiring decisions are aligned with long-
term organizational goals. As emphasized in HR practices supported by
Society for Human Resource Management, selection is not just about filling

vacancies but about building a strong and future-ready workforce.

1. To select the most suitable candidate: The primary objective is to
identify and select the candidate who best matches the job requirements
in terms of'skills, qualifications, experience, and personality. This ensures

effective job performance.

2. To ensure person-job fit: Strategic selection ensures that the selected
candidate's abilities and competencies match the specific demands of
the job. A proper fit leads to higher efficiency, better performance, and

job satisfaction.

3. To ensure person-organization fit: Apart fromjob fit, selection also
focuses on whether the candidate aligns with the organization's culture,
values, and work environment. This helps in better integration and long-

term retention.

Strategic HRM

73



Strategic HRM

74

4. To support organizational goals: Selection decisions are made in
alignment with the organization's strategic goals such as growth,
expansion, innovation, or cost efficiency. The right employees contribute

directly to achieving these goals.

5. To improve productivity and performance: By selecting skilled and
competent employees, organizations can improve overall productivity,
reduce errors, and enhance performance at individual and organizational

levels.

6. To reduce employee turnover: Effective selection reduces the chances
of wrong hiring. When employees are well-matched to roles, they are
more satisfied and less likely to leave the organization, reducing turnover

costs.

7. To minimize hiring risks and costs: Strategic selection helps avoid
poor hiring decisions, which can be costly in terms oftime, money, and

training. A structured selection process reduces uncertainty and risk.

8. To build a competitive workforce: It ensures that the organization
hires talented and capable employees who can give a competitive

advantage in the market through innovation, efficiency, and performance.

9. To ensure long-term workforce planning: Strategic selection also
supports future HR needs by hiring individuals who can grow within the

organization and take up higher responsibilities over time.

5.5 Workforce Diversity in Hiring

Meaning

Workforce diversity in hiring refers to the practice of recruiting and selecting
employees from a wide range of backgrounds. It includes differences in
gender, age, ethnicity, religion, education, skills, experience, culture, and
physical abilities. The aim is to create an inclusive workplace where all
individuals are given equal opportunities. Modern HR practices, including
those guided by Society for Human Resource Management, emphasize

diversity as a key element of effective talent acquisition.



Objectives of workforce diversity in hiring
1) To ensure equal employment opportunities for all individuals
2) To eliminate discrimination in recruitment and selection
3) To attract talent from diverse backgrounds
4) To improve creativity and innovation in the organization
5) To build a fair and inclusive workplace culture

Challenges of Workforce Diversity

Workforce diversity brings many benefits, but it also creates certain challenges
that organizations must manage carefully. As highlighted in modern HR
practices supported by Society for Human Resource Management, effective

diversity management is essential for smooth workplace functioning.

1. Communication Barriers due to Cultural Differences

In a diverse workforce, employees may come from different cultural
and linguistic backgrounds. This can lead to misunderstandings in
communication, different interpretations of instructions, and difficulty in
expressing ideas clearly. Sometimes, language differences or varying

communication styles can also reduce coordination and efficiency.

2. Possibility of Conflicts or Misunderstandings

Diversity can sometimes lead to conflicts because employees may have
different values, beliefs, and working styles. Misunderstandings may arise
due to cultural sensitivity issues or differing opinions. If not managed

properly, these conflicts can affect teamwork, productivity, and

workplace harmony.

3. Need for Diversity Training and Awareness

Organizations often need to invest in diversity training programs to
educate employees about working in an inclusive environment. Without
proper awareness, employees may unintentionally show bias or fail to

respect differences. Training helps in building sensitivity, mutual respect,

and better collabouration among employees.
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Resistance to Change in Traditional Workplaces

In some organizations, especially those with traditional work cultures,
employees and managers may resist diversity initiatives. They may feel
uncomfortable working with people from different backgrounds or may
prefer familiar hiring patterns. This resistance can slow down the

implementation of diversity policies.
Managing Inclusion Effectively Across Teams

Ensuring that all employees feel included and valued is a major challenge.
Even in diverse workplaces, certain groups may feel ignored or less
represented. Managers must ensure equal participation, fair treatment,
and equal opportunities for all employees to maintain a healthy work

environment.

5.6 Cost and Quality Considerations

Cost and quality considerations in recruitment and selection refer to the need

for an organization to control hiring expenses while ensuring the selection of highly

competent employees. The objective is to achieve the best possible workforce at

the most reasonable cost. This concept is an important part of strategic HR decision-

making, as highlighted in modern HR practices supported by Society for Human

Resource Management.

1.

Cost Considerations

Cost consideration means managing and minimizing all expenses involved in

hiring employees without affecting the effectiveness of the process. Major

cost elements include the following.

>

Recruitment cost: Expenses on job advertisements, online portals,

newspapers, and recruitment agencies

Selection cost: Costs of conducting written tests, interviews, group

discussions, and assessments

Training cost: Expenses for induction, orientation, and skill development

of new employees

Administrative cost: Cost of HR staff, paperwork, and recruitment

systems



» Time cost: Delay in filling vacancies may reduce productivity and increase

workload on existing employees

Organizations must carefully monitor these costs because recruitment is a
continuous process. Excessive spending on hiring reduces overall profitability.
Therefore, companies try to use cost-effective methods like online recruitment

and internal hiring whenever possible.
Quality Considerations

Quality consideration means ensuring that the selected candidate is highly
skilled, suitable, and capable of performing the job effectively. Major quality

factors include the following:

»  Skilland competency match: Candidate must have the required technical
and soft skills

» Person-job fit: Matching abilities of the candidate with job requirements

» Person-organization fit: Ensuring alignment with organizational culture,

values, and goals

» Performance potential: Ability of the candidate to grow and take higher

responsibilities

» Retention capability: Likelihood of the employee staying longer in the
organization

» Adaptability: Ability to adjust to work environment and changes

High-quality hiring ensures better productivity, fewer mistakes, and improved
organizational performance. It also reduces employee turnover and training

waste, making the workforce more stable and efficient.

Balancing Cost and Quality

A key challenge in recruitment is maintaining a balance between cost and
quality:

» Ifcost is minimized too much, the organization may hire low-quality

employees

» If only quality is focused on, hiring becomes expensive and time-

consuming
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» Therefore, organizations must adopt a strategic and balanced approach

5.7 Technology in Recruitment

Technology in recruitment refers to the use of digital tools, software, and
online platforms to attract, screen, select, and hire candidates more efficiently. It
has changed traditional hiring methods by making them faster, more accurate, and
cost-effective. Modern HR practices, including those supported by Society for
Human Resource Management, strongly encourage the use oftechnology to improve

recruitment quality and decision-making.
5.7.1. Meaning

Technology in recruitment means using electronic systems and internet-based
tools to manage the entire hiring process. This includes posting job vacancies
online, collecting applications digitally, shortlisting candidates automatically,
conducting online interviews, and final selection. It reduces manual work

and improves efficiency in HR operations.
5.7.2. Types of Technology Used in Recruitment
Job Portals

Job portals such as Naukri, Indeed, and LinkedIn allow organizations to
post job vacancies online and receive applications from a large number of
candidates. These platforms help reach a wider audience quickly and

efficiently.
Applicant Tracking Systems (ATS)

ATS is software used to collect, scan, and filter resumes automatically. It
helps HR departments shortlist candidates based on keywords, skills, and

qualifications, saving time and effort.
Artificial Intelligence (AI)

Al is used to automate tasks such as resume screening, candidate matching,
and even initial communication through chatbots. It helps in identifying the

best candidates faster and reduces human bias.
Social Media Recruitment

Platforms like LinkedIn, Facebook, and Instagram are used to promote job
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openings and attract potential candidates. Social media also helps
organizations build their employer brand and connect with passive job

seekers.
Video Interviewing Tools

Tools like Zoom, Microsoft Teams, and Google Meet allow organizations to
conduct interviews remotely. This saves travel time and makes it easier to

mterview candidates from different locations.
HR Analytics Tools

These tools analyse recruitment data such as hiring time, cost per hire, and
candidate performance. They help HR managers make data-driven decisions

and improve recruitment strategies.
Advantages and Disadvantages of Technology in Recruitment

Technology in recruitment refers to the use of digital systems such as job
portals, Al tools, Applicant Tracking Systems (ATS), social media platforms,
and video interviewing software to manage the hiring process. It has
significantly changed traditional recruitment by making it faster, more structured,
and data-driven. According to modern HR practices supported by Society
for Human Resource Management, technology improves efficiency but also

brings certain challenges.
Advantages of Technology in Recruitment
1. Faster Recruitment Process

Technology automates several steps such as resume collection, screening,
and scheduling interviews. This reduces manual work and speeds up
the entire hiring cycle. As a result, vacancies are filled quickly, which

helps organizations maintain productivity without long delays.
2. Wider Reach and Global Access

Online recruitment platforms allow organizations to reach candidates
from different geographical locations. Job portals and social media help
attract both active and passive job seekers. This increases the chances
of finding highly skilled and diverse talent.
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Cost Efficiency

Digital recruitment reduces expenses related to newspaper
advertisements, printing, travel for interviews, and manual documentation.
Companies can post jobs online at lower costs and manage large
applications using automated systems, making the process more

economical.
Improved Screening and Shortlisting

Tools like ATS and Al-based systems scan large volumes of applications
quickly and filter candidates based on keywords, qualifications, and
experience. This improves accuracy and saves HR professionals

significant time in manual screening.
Better Quality of Hiring

Technology helps match job requirements with candidate profiles more
precisely. Al tools can analyse skills and experience to recommend
suitable candidates. This increases the likelihood of selecting high-quality
employees who fit the job role.

Convenience and Flexibility

Online interviews and digital communication tools like Zoom, Microsoft
Teams, and Google Meet make recruitment flexible. Candidates can
attend interviews from any location, and recruiters can schedule

interviews easily, saving time and effort for both parties.
Data-Driven Decision Making

HR analytics tools collect and analyse recruitment data such as time-to-
hire, cost-per-hire, and candidate performance trends. This helps
organizations make informed decisions and improve future recruitment

strategies.
Improved Employer Branding

Social media and online platforms allow companies to promote their
work culture and values. A strong online presence attracts better talent

and improves the organization's reputation in the job market.



Disadvantages of Technology in Recruitment

1.

Lack of Personal Interaction

In technology-based recruitment, most processes like screening,
interviews, and communication are done online or through automated
systems. Because of this, there is limited face-to-face interaction between
recruiters and candidates. As a result, it becomes difficult for HR
managers to properly evaluate important soft skills such as communication
style, body language, confidence, emotional intelligence, and attitude.
This may lead to selecting candidates who look suitable on paper but

may not perform well in real workplace situations.
Technical Issues and Dependence

Recruitment systems depend heavily on internet connectivity, software,
and digital platforms. Any technical problem such as system crash, server
failure, slow internet, or software errors can interrupt the recruitment
process. This may cause delays in interviews, missed applications, or
communication gaps with candidates. Over-dependence on technology
also creates risk because if systems fail, the entire hiring process can get

affected.
Data Privacy and Security Risks

Modern recruitment systems store large amounts of sensitive candidate
information such as resumes, personal details, contact information,
academic records, and work history. If proper cybersecurity measures
are not used, there is a risk of data theft, hacking, or misuse of personal
information. This can harm both candidates and organizations and also

reduce trust in the recruitment process.
Over-Reliance on Automation

Many organizations use Al tools and automated systems to shortlist
candidates quickly. However, excessive reliance on automation can
reduce human involvement in decision-making. Sometimes, good

candidates may be rejected because they do not match specific
keywords or algorithm criteria. Automated systems may not fully
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D

understand human qualities like creativity, leadership potential, or

emotional intelligence, leading to imperfect selection decisions.
Digital Divide and Accessibility Issues

Not all candidates have equal access to technology, smartphones,
computers, or stable internet connections. Candidates from rural areas
or economically weaker backgrounds may face difficulties in applying
for jobs or attending online interviews. This creates inequality in
opportunities and may result in deserving candidates being excluded

from the recruitment process.
Bias in Algorithms

Al-based recruitment systems are trained using historical data. Ifthe
past data contains bias (for example, preference for certain gender, region,
or background), the system may continue to reflect those biases. This
can unintentionally lead to unfair selection practices. As a result, some
qualified candidates may be overlooked while others are preferred based

on biased patterns rather than actual merit.

> Exercises :

Q-1 Answer the following questions in detail:

1.

Explain strategic recruitment in detail. Discuss its meaning and importance

in modern organizations.

Discuss the strategic role of recruitment. How does recruitment support

long-term organizational goals?

Explain internal vs external recruitment in detail. Also compare both on
different bases.

What are the sources of recruitment? Explain internal and external sources
indetail.

Define strategic selection. Explain its objectives in detail.

Explain workforce diversity in hiring. Discuss its objectives and

challenges in detail.

Discuss cost and quality considerations in recruitment and selection.

Explain how balance is maintained.

Explain technology in recruitment. Discuss its advantages and

disadvantages in detail.



Q-2 Briefly answer the following questions: .

Q-3

1.
2.
3.
4.

Explain the meaning of strategic role of recruitment.
Write a short note on internal recruitment methods.
Explain any four advantages of technology in recruitment.

Explain any four challenges of workforce diversity.

Multiple Choice Questions (MCQs)

1.

Recruitment is mainly a function of -

A) Finance B) HRM C) Marketing D) Production
Answer: B. HRM

Strategic recruitment focuses on

A) Filling vacancies quickly B) Long-termorganizational goals
C) Only cost reduction D) Temporary hiring

Answer: B. Long-term organizational goals

Internal recruitment includes

A) Jobportals B) Campus hiring

C) Promotions D) Agencies

Answer: C. Promotions

External recruitment includes

A) Transfers B) Promotions

C) Campus recruitment D) Jobrotation

Answer: C. Campus recruitment

ATS stands for

A) Advanced Training System  B) Applicant Tracking System
C) Automatic Talent Search D) Applied Testing System
Answer: B. Applicant Tracking System

One advantage of internal recruitment is

A) Highcost B) Faster process

C) Wide talent pool D) Highrisk

Answer: B. Faster process
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7. Strategic selection ensures

A) Random hiring B) Right person for right job
C) No screening D) Only external hiring
Answer: B. Right person for right job

8. Workforce diversity means
A) Same type of employees
B) Different backgrounds of employees
C) Only experienced employees
D) Only internal employees
Answer: B. Different backgrounds of employees

9. One challenge of diversity is
A) Faster hiring B) Communication barriers
C) Low cost D) Easyselection
Answer: B. Communication barriers

10. Al inrecruitment is used for
A) Payroll B) Resume screening
C) Attendance D) Leave approval
Answer: B. Resume screening

11. One disadvantage oftechnology in recruitment is

A) Faster hiring B) Wider reach
C) Data privacy risk D) Better branding
Answer: C. Data privacy risk

12.  Cost consideration in recruitment refers to

A) Increasing hiring cost B) Managing recruitment expenses
C) Only salary cost D) Employee training only

Answer: B. Managing recruitment expenses
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Unit: 6
Strategic Training and Development

6.1 Introduction

6.2 Strategic Training Needs Analysis

6.3 Competency Development Models

6.4 Leadership Development Programmes
6.5 Measuring Training Effectiveness

6.6 Role of HR in Organizational Learning

> Exercise

6.1 Introduction

Strategic training and development refers to a planned and systematic
approach to enhancing employees' skills, knowledge, and competencies in alignment
with an organization's long-term goals. Unlike traditional training, which often focuses
on immediate job requirements, strategic training emphasizes preparing employees
for future challenges and opportunities. It ensures that learning initiatives are not

isolated activities but are closely integrated with business strategies.

In modern organizations, rapid technological changes, globalization, and
competitive pressures have made strategic training essential. Companies must
continuously upgrade their workforce capabilities to remain relevant and efficient.
Strategic training helps organizations build a skilled workforce that can adapt to
changing environments, innovate, and maintain productivity. Another critical aspect
is its direct connection with business strategy. Training programmes are designed
after analysing organizational goals, ensuring that employee development supports
overall success. For example, if a company aims to expand globally, training may

focus on cross-cultural communication and international business practices.

Ultimately, strategic training contributes to competitive advantage by
developing unique employee capabilities that competitors may find difficult to
replicate. It also improves employee engagement, retention, and overall organizational

performance.
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6.2 Strategic training needs analysis

Strategic training needs analysis is a systematic process used to identify the

gap between the current capabilities of employees and the skills required to achieve

organizational goals. It ensures that training programmes are not conducted

randomly but are carefully aligned with the long-term strategy of the organization.

This alignment is essential because training should directly contribute to improving

performance, productivity, and competitiveness.

Steps in Strategic Training Needs Analysis

1.

2.

Organizational Analysis

Organizational analysis is the first step in strategic training needs analysis and
focuses on understanding the overall direction and goals of the organization.
It examines the company's mission, vision, strategic objectives, and external
environment to identify where training is required. This step ensures that
training initiatives are aligned with business priorities rather than being
conducted in isolation. Factors such as market competition, technological
advancements, and organizational culture are also considered. Additionally,
it involves evaluating available resources, including budget, time, and
infrastructure, to determine the feasibility of training programmes.
Organizational analysis helps identify departments or areas that require
immediate attention and ensures that training contributes to long-term growth.
By linking training needs with strategic goals, organizations can enhance
performance, improve efficiency, and maintain a competitive advantage in a

rapidly changing business environment.

Task Analysis

Task analysis involves a detailed examination of specific jobs and the tasks

associated with them. The purpose ofthis step is to identify the knowledge,
skills, and abilities required to perform each task effectively. It includes
breaking down job roles into smaller components and understanding the
processes involved in completing each activity. This step is particularly
important when introducing new technologies, updating job roles, or

improving performance standards. Task analysis helps in designing training



programmes that are directly relevant to job requirements, ensuring that
employees gain practical and applicable skills. Methods such as observation,
interviews, and job descriptions are often used to collect information. By
clearly defining task requirements, organizations can eliminate unnecessary
training and focus only on essential competencies. This improves productivity
and ensures that employees are well-equipped to meet job expectations

efficiently and accurately.
Individual Analysis

Individual analysis focuses on identifying which employees need training and
what type of training is required. It evaluates individual performance levels
by comparing them with expected standards. This step helps determine
whether performance issues are due to a lack of skills, knowledge, or other
factors such as motivation or resources. Tools such as performance
appraisals, feedback systems, tests, and employee surveys are commonly
used to gather information. Person analysis ensures that training is targeted
and personalized, rather than applying the same programme to all employees.
It helps organizations invest in the right individuals and avoid unnecessary
training expenses. Additionally, it supports employee development by
addressing specific weaknesses and enhancing strengths. By focusing on
individual needs, organizations can improve overall performance, increase
Jjob satisfaction, and create a more competent and confident workforce that

contributes effectively to organizational success.

6.3

Competency Development Models

The Iceberg Model of Competency is one of the most widely used

frameworks for understanding employee capabilities. It compares competencies

to an iceberg, where only a small portion is visible above the surface while a much

larger portion remains hidden underneath. The visible part includes knowledge and

skills, which are relatively easy to identify and develop through training programmes

such as workshops, courses, and technical education. However, the hidden portion

includes deeper elements such as attitudes, values, personality traits, and motives.

These underlying factors significantly influence how individuals behave and perform

in the workplace, but they are much harder to assess and develop. This model

highlights that true competence is not just about what a person knows or can do,
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but also about how they think and feel. Organizations use this model to design
comprehensive development programmes that go beyond technical training and

focus on long-term behavioural and personal development.

The Competency-Based HR Model focuses on integrating competencies
into all human resource functions within an organization. Instead of treating
competencies as a separate concept, this model ensures that they are embedded in
recruitment, training, performance management, and career development processes.
For example, during hiring, candidates are evaluated based on specific competencies
required for the job. Once hired, training programmes are designed to strengthen
those competencies. Performance appraisals are also conducted based on how
well employees demonstrate these competencies in their roles. This model creates
consistency and alignment across all HR activities, ensuring that employees are
continuously developed in line with organizational goals. It also helps in creating
clear expectations for employees and provides a structured approach to managing
talent. By focusing on competencies at every stage of the employee lifecycle,

organizations can build a highly capable and efficient workforce.

The Behavioural Competency Model emphasizes the importance of
observable behaviours that contribute to effective performance. Unlike models
that focus primarily on knowledge or technical skills, this approach highlights how
employees act in different situations. It includes competencies such as communication,
teamwork, leadership, adaptability, and problem-solving. These behaviours can
be observed, measured, and evaluated through methods such as feedback,
performance reviews, and assessments. This model is particularly useful for
developing soft skills, which are essential for collaboration and workplace success.
It also plays a significant role in leadership development, as effective leaders must
demonstrate appropriate behaviours in various situations. By focusing on behaviour,
organizations can create a more positive work environment, improve employee
relationships, and enhance overall productivity. This model is widely used in training

programmes aimed at improving interpersonal skills and organizational culture.

The Functional Competency Model focuses on job-specific skills and
knowledge required to perform particular tasks effectively. These competencies
are directly related to the technical aspects of a job and vary from one role to
another. For example, an engineer must have technical knowledge related to design

and analysis, while a marketing professional must understand market research and



customer behaviour. Functional competencies are usually easier to identify and
measure compared to behavioural or personal competencies. They can be developed
through formal education, training programmes, certifications, and practical
experience. This model ensures that employees have the necessary expertise to
perform their roles efficiently and meet job requirements. It is particularly important
in industries where specialized knowledge is critical for success. Organizations use
this model to ensure that employees remain competent in their respective fields and

can adapt to technological advancements and changing job demands.

The Leadership Competency Model is designed to identify and develop the
skills required for effective leadership within an organization. It focuses on
competencies such as strategic thinking, decision-making, communication,
emotional intelligence, and the ability to inspire and motivate others. This model is
essential for building a strong leadership pipeline and ensuring that the organization
has capable leaders to guide it in the future. Leadership competencies are developed
through various methods, including training programmes, mentoring, coaching, and
real-world experiences. This model also supports succession planning by preparing
employees to take on higher responsibilities. Effective leadership is crucial for
managing change, driving innovation, and achieving organizational goals. By investing
in leadership competency development, organizations can ensure long-term stability

and success.

The Core Competency Model focuses on the essential skills, values, and
behaviours that are expected from all employees within an organization, regardless
of'their specific roles. These competencies reflect the organization's culture and
strategic priorities. Examples include teamwork, communication, customer focus,
mtegrity, and adaptability. Core competencies help create a unified work environment
where all employees share common values and work towards common goals.
They also play a key role in shaping organizational culture and identity. This model
ensures consistency in employee behaviour and performance across different
departments and levels. Organizations define these competencies at the top level
and integrate them into all HR processes, including recruitment, training, and
performance evaluation. By focusing on core competencies, organizations can build

a strong foundation for overall performance and long-term growth.
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6.4 Leadership development programmes

Leadership development programmes are structured initiatives designed to

enhance the abilities, mindset, and competencies required for effective leadership

within an organization. These programmes aim to prepare individuals to take on

leadership roles by developing essential skills such as decision-making, strategic

thinking, communication, problem-solving, and emotional intelligence. In modern

organizations, leadership is not limited to senior positions alone; it is seen as a

capability that must be nurtured at all levels to ensure long-term success and

sustainability.

1.

Formal Leadership Training Programmes

Formal leadership training programmes are systematically designed initiatives
that aim to build foundational and advanced leadership capabilities through
structured learning environments. These programmes typically include
workshops, seminars, and classroom-based sessions led by experienced
trainers or industry experts. The curriculum focuses on essential leadership
competencies such as strategic thinking, effective communication, decision-
making, conflict resolution, and team management. Participants engage in
case studies, role-playing exercises, and interactive discussions to deepen
their understanding ofleadership concepts. These programmes are particularly
beneficial for emerging leaders who require a strong theoretical and practical
foundation. By participating in formal training, individuals develop clarity in
leadership roles and responsibilities, enhance their confidence, and acquire
skills that can be directly applied in professional settings, thereby improving

overall organizational effectiveness.
Mentorship Programmes

Mentorship programmes establish a developmental relationship between an
experienced leader and a less experienced employee, facilitating knowledge
transfer and personal growth. In this approach, mentors provide continuous
guidance, share practical insights, and support mentees in navigating
professional challenges. Unlike formal training, mentorship is more
personalized and long-term, allowing individuals to learn through real-life
experiences and reflective discussions. It helps in cultivating critical leadership
attributes such as emotional intelligence, decision-making ability, and

mterpersonal effectiveness. Additionally, mentorship fosters a culture oflearning



and collaboration within the organization. It not only accelerates the
development of future leaders but also strengthens professional relationships
and enhances employee engagement. Organizations benefit significantly as
this approach ensures continuity of knowledge and prepares employees for

higher responsibilities in a supportive and structured manner.
Executive Coaching Programmes

Executive coaching programmes are highly focused and individualized
development initiatives aimed at enhancing specific leadership competencies.
These programmes involve one-on-one sessions with professional coaches
who work closely with leaders to identify strengths, address weaknesses,
and achieve defined goals. Coaching is typically short-term and performance-
oriented, concentrating on areas such as communication effectiveness,
strategic decision-making, adaptability, and leadership presence. Through
continuous feedback, self-assessment, and guided reflection, individuals gain
deeper self-awareness and improve their ability to handle complex
organizational challenges. This method is particularly effective for senior
managers and executives who need to refine their leadership style and improve
performance. Executive coaching contributes to both personal and
organizational growth by ensuring that leaders are equipped to manage change,

inspire teams, and drive strategic outcomes.
Experiential Learning and Project-Based Development

Experiential learning and project-based development focus on enhancing
leadership capabilities through practical, real-world experiences rather than
theoretical instruction. In this approach, employees are assigned to critical
projects, cross-functional teams, or problem-solving tasks that require them
to take initiative, make decisions, and lead efforts independently. These
experiences expose individuals to diverse challenges and encourage them to
develop essential leadership qualities such as accountability, innovation,
adaptability, and critical thinking. Unlike routine tasks, these assignments
often involve higher levels of responsibility and uncertainty, which helps
individuals grow beyond their comfort zones. This method is highly effective
because it allows participants to learn by doing, reflect on their experiences,
and continuously improve. Organizations benefit as employees simultaneously

develop leadership skills while contributing to meaningful business outcomes.

Strategic HRM

91



Strategic HRM

92

Action Learning Programmes

Action learning programmes are dynamic development approaches that
integrate problem-solving with leadership training. In these programmes,
participants work collaboratively in groups to address real organizational issues,
analyse complex situations, and implement effective solutions. This method
emphasizes learning through action, reflection, and continuous feedback.
Participants enhance their analytical thinking, decision-making, and teamwork
skills while dealing with actual business challenges. Action learning encourages
open communication, critical evaluation, and innovative thinking, which are
essential for effective leadership. It also promotes accountability, as individuals
are responsible for both learning and delivering results. Organizations benefit
from this approach as it not only develops leadership capabilities but also
generates practical solutions to ongoing problems, making it a highly valuable

and results-oriented development strategy.
Leadership Assessment and Development Centres

Leadership assessment and development centres are comprehensive
programmes designed to evaluate and enhance leadership potential using a
variety of structured tools and techniques. These centres involve activities
such as simulations, role plays, case analyses, group discussions, and
psychometric assessments to measure competencies like communication,
problem-solving, teamwork, and decision-making. Based on the assessment
results, individuals receive detailed feedback and customized development
plans tailored to their specific needs. This approach provides a holistic
understanding of an individual's strengths and areas for improvement. It is
particularly effective in identifying high-potential employees and preparing
them for future leadership roles. By combining evaluation with targeted
development, these centres ensure a systematic and objective approach to

leadership growth, contributing significantly to organizational success.

6.5

Measuring training effectiveness

Measuring training effectiveness refers to the systematic process of evaluating

how well a training programme achieves its intended objectives and contributes to

both employee development and organizational performance. In simple terms, it

answers the question of whether the training conducted has actually made a positive

difference in terms of knowledge, skills, behaviour, and business results.



Organizations invest significant time, money, and effort in training employees, and

therefore it becomes essential to ensure that these investments produce meaningful

outcomes.

1.

Reaction Level Evaluation

Reaction level evaluation measures how participants feel about the training
programme immediately after completion. It focuses on employee satisfaction,
engagement, and overall experience of the training session. This level is
important because it helps organizations understand whether the training
content, delivery method, trainer effectiveness, and environment were suitable
and engaging for learners. Feedback is usually collected through
questionnaires, surveys, or feedback forms. Participants may rate aspects
such as clarity of content, usefulness of materials, and trainer communication
skills. Although this level does not measure actual learning, it provides valuable
insight into the initial acceptance of the programme. If employees react
positively, they are more likely to be motivated to learn. However, if reactions
are negative, it indicates a need for improvement in training design or delivery.
Reaction evaluation acts as the foundation for further levels of assessment
and helps improve the overall training experience.

Learning Level Evaluation

Learning level evaluation assesses the increase in knowledge, skills, and
competencies gained by employees during the training programme. It
determines whether the training objectives related to learning outcomes have
been achieved. This is usually measured through tests, quizzes, assignments,
simulations, or practical demonstrations before and after training. A
comparison of pre-training and post-training results helps identify the level
of improvement. This stage focuses on understanding how much participants
have actually learned rather than how they feel about the training. It ensures
that the training content was effectively delivered and understood. Learning
evaluation is crucial because without knowledge gain, behavioural change
and performance improvement cannot occur. Organizations use this level to
validate the effectiveness of training materials and instructional methods. It
also helps trainers refine content and teaching techniques for better learning

outcomes in future programmes.
Behaviour Level Evaluation

Behaviour level evaluation examines whether employees are applying the
knowledge and skills learned during training in their actual job roles. It focuses
on real workplace behaviour changes rather than theoretical understanding.
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This evaluation is conducted after a certain period of training, allowing time
for employees to implement what they have learned. Methods such as
observation, supervisor feedback, performance reviews, and on-the-job
assessments are commonly used. The main objective is to determine whether
training has resulted in improved work habits, better communication, increased
productivity, or enhanced problem-solving abilities. This level is important
because learning is meaningful only when it is transferred to job performance.
Ifemployees fail to apply training content, it indicates a gap between learning
and implementation. Behaviour evaluation helps organizations understand
the practical impact of training and identify barriers that may prevent employees
from applying new skills effectively.

Results Level Evaluation

Results level evaluation measures the overall impact of training on
organizational performance. It focuses on tangible outcomes such as increased
productivity, improved quality, reduced costs, higher sales, and better
customer satisfaction. This is the most critical level because it connects training
directly with business goals. Data is collected from organizational performance
indicators, financial reports, and operational metrics. Iftraining is effective,
there should be a noticeable improvement in these outcomes. This level helps
organizations determine whether training contributes to strategic objectives
and long-term success. It also provides justification for training investments
by showing measurable business benefits. However, isolating the impact of
training alone can be challenging because other factors may also influence
results. Despite this, results evaluation remains essential for understanding
the true value of training programmes and ensuring alignment with

organizational priorities.
Return on Investment (ROI) Analysis

Return on Investment analysis evaluates the financial effectiveness of training
programmes by comparing the monetary benefits gained with the cost of
training. It helps organizations determine whether training is economically
worthwhile. The benefits may include increased productivity, reduced errors,
improved efficiency, or higher revenue, while costs include trainer fees,
materials, time, and infrastructure. ROI is usually expressed as a percentage,
which helps decision-makers assess the profitability of training programmes.
A positive ROI indicates that the training has generated more value than its
cost, while a negative ROI suggests inefficiency. This method is important
for budgeting and future planning, as it helps organizations allocate resources



wisely. ROI analysis also supports accountability by ensuring that training
contributes to financial performance. However, not all training benefits are
easily measurable in monetary terms, especially behavioural or cultural
improvements, which makes ROI a supportive but not standalone evaluation
method.

6.6 Role of HR in Organizational Learning

The Human Resource (HR) department plays a vital and strategic role in
promoting and sustaining organizational learning. Organizational learning refers to
the continuous process through which an organization develops, acquires, shares,
and applies knowledge to improve performance, adapt to changes, and achieve
long-term goals. Intoday's competitive and rapidly changing business environment,
HR acts as a key driver in ensuring that learning becomes an integral part of

organizational culture rather than just a one-time activity.

One of'the most important roles of HR in organizational learning is creating
and nurturing a strong learning culture. A learning culture encourages employees to
continuously upgrade their skills, gain new knowledge, and adapt to changing job
requirements. HR promotes this culture by encouraging openness, innovation, and
continuous improvement within the organization. When employees are supported
in their learning journey, they become more engaged, motivated, and committed to

organizational success.

HR is also responsible for designing and implementing effective training and
development programmes. These programmes are aligned with organizational goals
and are developed based on training needs analysis. HR ensures that employees
receive the right learning opportunities at the right time, whether through classroom
training, e-learning platforms, workshops, or on-the-job training. These initiatives
help employees improve their competencies and enhance their job performance,

which ultimately contributes to organizational growth.

Another significant role of HR is facilitating knowledge management and
knowledge sharing. Knowledge is one of the most valuable assets of any organization,
and HR helps in capturing and distributing it effectively. This is done through
mentoring programmes, collaborative platforms, internal communication systems,
and team-based learning activities. By encouraging employees to share their
experiences and expertise, HR ensures that knowledge is not restricted to individuals
but becomes part of the organizational system. This improves efficiency and reduces

duplication of efforts.
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HR also ensures that organizational learning is aligned with strategic business
objectives. Learning initiatives are most effective when they support the long-term
vision and mission of the organization. HR works closely with top management to
identify future skill requirements and design learning programmes accordingly. This
alignment ensures that employees are prepared to meet future challenges and

contribute effectively to organizational success.

Monitoring and evaluating learning outcomes is another important
responsibility of HR. It assesses whether training and development programmes
are producing the desired results in terms of employee performance, productivity,
and behaviour change. HR uses feedback mechanisms, performance appraisals,
and learning analytics to measure effectiveness and make necessary improvements.
This helps in ensuring continuous improvement in learning strategies. In addition,
HR plays a crucial role in motivating employees to participate in learning activities.
It introduces reward systems, recognition programmes, and career development
opportunities to encourage active involvement in learning. When employees see
clear benefits in terms of career growth and personal development, they are more
likely to engage in continuous learning. HR is the backbone of organizational learning.
It builds a learning culture, designs development programmes, manages knowledge,
aligns learning with strategy, evaluates outcomes, and motivates employees. Through
these efforts, HR ensures that the organization remains competitive, innovative,
and capable of adapting to changing business environments.

% Exercises :
Q.1 Answer the following questions in detail:

1. Explain the concept of Strategic Training and Development. How does

it differ from traditional training approaches in organizations?

2. Discuss why learning is considered a strategic investment for modern

organizations. Support your answer with relevant points.
3. Describe the steps involved in Strategic Training Needs Analysis.

4. Explain the Iceberg Model of Competency. How does it help

organizations understand employee behaviour and performance?

5. Discuss any three Competency Development Models in detail. Explain

how they contribute to employee development.



6.

Explain various leadership development programmes used in
organizations. How do these programmes help in building effective

leaders?

What is meant by measuring training effectiveness? Explain levels of

training evaluation in detail.

Q.2 Briefly answer the following questions: .

1.

2.

3.

4.

Define strategic training needs analysis.
What is task analysis in training needs assessment?
Write a short note on executive coaching programmes.

What is Return on Investment (ROI) in training evaluation?

Q.3 Multiple Choice Questions (MCQs)

1.

Strategic training mainly focuses on

a) Short-term job tasks b) Long-termorganizational goals
c) Employee salary d) Attendance tracking
Answer: b) Long-term organizational goals

Which is the first step in training needs analysis?

a) Task analysis b) Individual analysis

c) Organizational analysis d) Learning evaluation
Answer: ¢) Organizational analysis

Task analysis focuses on

a) Employee motivation b) Job tasks and required skills
c) Salary structure d) Organizational culture
Answer: b) Job tasks and required skills

Individual analysis identifies

a) Company profit b) Training needs of employees
c) Market trends d) Jobdesignonly

Answer: b) Training needs of employees
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10.

The Iceberg Model shows

a) Only visible skills matter b) Hidden and visible competencies
c¢) Only technical skills d) Only leadership skills

Answer: b) Hidden and visible competencies

Which competency model focuses on job-specific skills?

a) Behavioural model b) Functional model

c) Core model d) Iceberg model

Answer: b) Functional model

Core competencies mainly reflect

a) Financial goals b) Organizational culture and values
c) Marketing strategy d) Production targets
Answer: b) Organizational culture and values

Mentorship programmes involve

a) Online exams

b) Experienced guiding less experienced employees

c) Machine learning

d) Salaryrevision

Answer: b) Experienced guiding less experienced employees

Executive coaching is mainly

a) Group training b) One-on-one development
c) Classroom lecture only d) Jobrotation
Answer: b) One-on-one development

Experiential learning focuses on

a) Reading books b) Real-world job experience
c) Written exams d) Theoretical lectures

Answer: b) Real-world job experience



11.

12.

13.

14.

15.

Action learning involves

a) Watching videos

b) Solving real organizational problems

c) Only classroom learning

d) No teamwork

Answer: b) Solving real organizational problems

Reaction level evaluation measures

a) Profit b) Employee satisfaction
c) Market share d) Salary increase
Answer: b) Employee satisfaction

Learning level evaluation checks

a) Attendance b) Knowledge gained
c) Promotion d) Profit growth
Answer: b) Knowledge gained

Behaviour level evaluation focuses on

a) Examscores only b) Job application of training
c) Training cost d) Recruitment
Answer: b) Job application of training

ROI in training refers to

a) Return ofInterview b) Return on Investment
c) Rate ofInflation d) Result of Instruction

Answer: b) Return on Investment
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Unit : 7
Strategic Performance Management

7.1 Introduction

7.2 Meaning and Objectives

7.3 Linking Performance with Strategy

7.4 Tools Used for Linking Performance with Strategy
7.5 Goal Setting and Alignment

7.6 Managing High Performers

> Exercise

7.1 Introduction

Strategic Performance Management (SPM) is a systematic process used by
organizations to ensure that their activities, resources, and employee performance
are aligned with long-term strategic goals. It connects business strategy with execution
by continuously monitoring, measuring, and improving performance at all
organizational levels. In today's competitive environment, organizations cannot rely
only on traditional performance appraisal systems; they need integrated systems

that link performance outcomes with strategic objectives.

SPM focuses on translating vision and mission into measurable actions. It
ensures that every department and employee understands how their work
contributes to organizational success. It also emphasizes continuous feedback rather
than annual reviews, enabling faster corrections and better decision-making. The
key idea behind SPM is alignment. Organizational strategies are broken down into
departmental, team, and individual goals. These goals are tracked using performance
indicators, ensuring that employees are working in the direction of organizational
priorities. Another important aspect is accountability. SPM holds individuals and
teams responsible for outcomes, not just activities. It also promotes transparency;,

as performance data is shared across levels.

In modern organizations, technology plays a major role in SPM. Digital

dashboards, analytics tools, and performance tracking software help managers



monitor progress in real time. Strategic Performance Management is not just about
evaluating employees; it is about creating a performance-oriented culture where

strategy and execution are fully integrated for achieving long-term success.

7.2 Meaning and Objectives

Strategic Performance Management (SPM) refers to a systematic and
continuous process of planning, measuring, monitoring, and improving organizational
and employee performance in alignment with the long-term strategic goals of the
organization. It isnot limited to evaluating employees at the end ofthe year; instead,
it integrates performance measurement with business strategy and ensures that

every individual's work contributes to organizational success.

In simple terms, SPM means "managing performance in a way that directly
supports strategy execution." It connects what the organization wants to achieve

(strategy) with how people actually perform their tasks (execution).

SPM involves setting clear objectives, defining performance standards,
identifying Key Performance Indicators (KPIs), and continuously reviewing progress.
It also emphasizes feedback, coaching, and development rather than just judgment

or appraisal.

Unlike traditional performance appraisal systems, which are backward-
looking, SPM is forward-looking. It focuses on continuous improvement, learning,

and alignment with organizational vision and mission.

For example, if a company's strategy is to become the market leader in
customer satisfaction, SPM ensures that employee performance is measured based
on service quality, response time, and customer feedback. Thus, SPM acts as a
bridge between strategic planning and operational performance, ensuring that all

organizational activities are aligned toward common goals.
7.2.1 Objectives of Strategic Performance Management

The main objectives of Strategic Performance Management are designed to
improve organizational effectiveness and ensure alignment between strategy

and execution.
1. Strategic Alignment

One of the primary objectives is to align individual and departmental
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performance with the organization's overall strategy. This ensures that

all employees work toward common goals rather than isolated targets.
Performance Improvement

SPM aims to continuously improve employee and organizational
performance through regular monitoring, feedback, and development

initiatives. It helps identify gaps and provides corrective actions.
Goal Clarity and Direction

It provides clear, measurable, and well-defined goals to employees.
When employees understand expectations clearly, they perform more

effectively and efficiently.
Enhancing Accountability

SPM increases accountability by defining responsibilities and performance
standards. Employees become responsible for outcomes, not just

activities.
Supporting Decision-Making

It provides managers with accurate performance data, which helps in
making informed decisions related to promotions, rewards, training, and

resource allocation.
Employee Motivation and Engagement

By linking performance with rewards and recognition, SPM motivates
employees to performbetter. It also increases engagement by showing

employees how their work contributes to organizational success.
Continuous Feedback and Development

SPM promotes ongoing feedback instead of annual reviews. This helps

employees improve continuously and develop their skills over time.
Building a Performance-Oriented Culture

It helps create a culture where performance, innovation, and excellence

are valued and rewarded.



7.3 Linking Performance with Strategy

Linking performance with strategy is a fundamental concept in Strategic
Performance Management (SPM) that ensures an organization's long-term vision
is translated into actionable results. It focuses on aligning what an organization aims
to achieve (strategy) with how employees perform their day-to-day work
(performance). In modern business environments, where competition, innovation,
and customer expectations are continuously increasing, this linkage becomes
essential for survival and growth. Without it, even well-designed strategies may fail

due to poor execution.
Meaning of Linking Performance with Strategy

Linking performance with strategy means creating a structured connection
between organizational goals and individual employee performance. It ensures that
every employee, team, and department contributes directly or indirectly to the
achievement of strategic objectives. Every organization has a vision, mission, and
long-term goals. However, these remain theoretical unless they are broken down
into measurable performance targets. Strategic linkage ensures that high-level

objectives are translated into operational activities.

For example, if an organization's strategy is to become a leader in customer
satisfaction, then this goal must be reflected in employee performance indicators
such as service quality, response time, complaint resolution rate, and customer
feedback scores. In this way, performance becomes a driver of strategy rather
than an isolated function. This approach shifts the focus from individual task
completion to strategic contribution. Employees are no longer evaluated only on

what they do, but on how their work contributes to organizational success.
Importance of Linking Performance with Strategy

Linking performance with strategy is critical for several reasons.

1.  Ensures Strategic Alignment

One of the most important benefits is alignment. It ensures that all employees
and departments work in the same direction. Without alignment, different
departments may pursue conflicting priorities, leading to inefficiency and

confusion.
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2.  Improves Organizational Efficiency

When performance is aligned with strategy, resources such as time, money,
and manpower are used more effectively. Employees focus on activities that

add value to strategic goals, reducing wastage and duplication.
3.  Enhances Employee Clarity

Employees perform better when they clearly understand what is expected
from them and how their work contributes to the bigger picture. Strategic

linkage provides this clarity, improving focus and productivity.
4.  Strengthens Accountability

When performance is tied to strategy, employees become more accountable
for results. They are responsible not only for completing tasks but also for

achieving outcomes that support organizational goals.
5.  Supports Better Decision-Making

Managers can make informed decisions based on performance data linked
to strategic objectives. This includes decisions related to promotions, rewards,

training needs, and resource allocation.
6. Increases Employee Motivation

Employees feel more motivated when they understand that their work
contributes to organizational success. This sense of purpose improves

engagement and job satisfaction.
7.  Enhances Competitive Advantage

Organizations that effectively link performance with strategy are more agile,
focused, and competitive. They are better able to respond to market changes

and customer demands.
Process of Linking Performance with Strategy

The linkage between performance and strategy is achieved through a

systematic and structured process.
1.  Defining Organizational Vision and Strategy

The process begins with top management defining the organization's vision,

mission, and strategic goals. These statements represent what the organization



wants to achieve in the long term. For example, goals may include increasing
market share, improving profitability, or expanding into new regions. At this
stage, strategy provides direction and acts as a foundation for performance
planning.

Converting Strategy into Organizational Objectives

Once the strategy is defined, it is broken down into clear organizational
objectives. These objectives are more specific and measurable than the overall
vision. For example, if the strategy is expansion, objectives may include
entering three new markets within two years or increasing international revenue
by a specific percentage. This step ensures that strategy is not abstract but

actionable.
Departmental and Functional Alignment

The next step involves dividing organizational objectives into departmental
goals. Each department is assigned responsibilities that contribute to strategic
success. For example, Marketing may focus on brand awareness and
customer acquisition, Finance may focus on cost control and profitability,
Operations may focus on efficiency and productivity, Human resources may
focus on talent acquisition and retention. This ensures that all departments

contribute to a common direction.
Individual Goal Setting

Departmental goals are further broken down into individual performance
objectives. Managers set clear expectations for each employee based on
their role. This step is important because it connects employees directly to
strategy. Each employee understands how their work contributes to
departmental and organizational success. For example, a sales executive
may have a target of increasing monthly sales, while a customer service

representative may focus on improving customer satisfaction scores.
Defining Key Performance Indicators (KPIs)

Key Performance Indicators are used to measure performance objectively.

KPIs are quantifiable metrics that track progress toward strategic goals.
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Examples include, Sales growth rate, Customer satisfaction index, Employee
productivity levels, Production efficiency, Cost reduction percentage. KPIs

ensure that performance is measurable, transparent, and aligned with strategy.
Continuous Monitoring and Review

Performance is continuously monitored through regular reviews, reports,
and digital dashboards. This step ensures that progress is tracked in real
time. Managers compare actual performance with expected targets and
identify gaps. If performance deviates from strategy, corrective actions are
taken immediately. Continuous monitoring also ensures flexibility in a dynamic

business environment where strategies may need adjustments.
Feedback and Improvement

Feedback plays a critical role in performance-strategy linkage. Employees
receive regular feedback on their performance, helping them improve
continuously. Feedback also helps in identifying training needs, skill gaps,

and performance barriers. This leads to continuous learning and development.
Reward and Recognition Systems

To strengthen the linkage, organizations connect performance outcomes with
rewards. Employees who contribute effectively to strategic goals are rewarded
through promotions, bonuses, recognition, or career growth opportunities.
This reinforces desired behaviour and encourages employees to align their

efforts with strategy.

7.4

Tools Used for Linking Performance with Strategy

Balanced Scorecard (BSC)

The Balanced Scorecard (BSC) is a strategic performance management
tool that helps organizations translate their vision and strategy into a coherent
set of performance measures. It was developed by Robert Kaplan and David
Norton to address the limitations of traditional performance measurement
systems, which were heavily focused on financial outcomes. While financial
indicators are important, they do not provide a complete picture of
organizational performance. The Balanced Scorecard solves this problem

by integrating financial and non-financial perspectives into a single framework.



The Balanced Scorecard is based on four key perspectives: financial,
customer, internal business processes, and learning and growth. The financial
perspective focuses on traditional measures such as revenue growth,
profitability, return on investment, and cost management. It reflects how well

the organization is performing from a shareholder's point of view.

The customer perspective focuses on how customers perceive the
organization. It includes indicators such as customer satisfaction, customer
retention, market share, and service quality. This perspective ensures that
organizations remain competitive by meeting customer expectations effectively.
The internal process perspective examines the efficiency and quality of internal
operations. It includes metrics such as production efficiency, cycle time,
process quality, and innovation in operations. This helps organizations identify

operational strengths and weaknesses.

The learning and growth perspective focuses on long-term development,
including employee skills, training, innovation, and organizational culture. It
ensures that employees are continuously developing to support future
organizational growth. The main strength ofthe Balanced Scorecard is that it
connects strategic objectives with measurable performance indicators. Each
perspective is linked to the organization's overall strategy, ensuring alignment
across all levels. For example, ifan organization's strategy is to become a
market leader in innovation, the learning and growth perspective will include
metrics related to research, employee creativity, and new product

development.

Another advantage is improved communication. The Balanced Scorecard
helps employees understand how their roles contribute to organizational
success. It also supports better decision-making by providing a balanced
view of performance rather than relying on financial data alone. However,
successful implementation requires careful selection ofindicators and strong
commitment from leadership. Poorly designed scorecards can lead to
confusion or misalignment. Thus, the Balanced Scorecard is a powerful tool
that ensures strategic alignment, improves performance measurement, and
enhances organizational effectiveness by balancing financial and non-financial

indicators.
Management by Objectives (MBO)

Management by Objectives (MBO) is a performance management approach

that focuses on setting clear, measurable, and time-bound objectives for
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employees and managers. It was developed by Peter Drucker and is widely

used to align individual performance with organizational goals.

The centralidea of MBO is that performance improves when employees are
actively involved in goal setting and clearly understand what is expected of
them. Instead of managers simply assigning tasks, both managers and
employees jointly define objectives. These objectives are then used as a

basis for performance evaluation.

The MBO process begins with defining organizational goals. These goals
are derived from the organization's vision and strategy. Once organizational
goals are established, they are broken down into departmental goals and
then into individual performance objectives. This ensures alignment across
all levels. Each objective in MBO is designed to be SMART-Specific,
Measurable, Achievable, Relevant, and Time-bound. This ensures clarity

and makes performance evaluation objective rather than subjective.

After setting objectives, employees are given autonomy to decide how to
achieve them. This increases motivation, responsibility, and ownership of
work. Managers provide guidance and support rather than strict supervision.
Performance is continuously monitored through regular reviews and feedback
sessions. At the end ofthe evaluation period, actual performance is compared
with the set objectives. Based on this comparison, employees are evaluated

and rewarded accordingly.

One ofthe major advantages of MBO is improved employee engagement.
When employees participate in goal setting, they feel more committed and
motivated to achieve targets. It also improves communication between
managers and employees. MBO also enhances clarity and focus. Employees
clearly understand their responsibilities and priorities, reducing confusion
and improving productivity. Additionally, it strengthens accountability because
performance is measured against clearly defined objectives. However, MBO
also has limitations. It can become time-consuming if objectives are not
properly defined or if too many goals are set. It also requires continuous
communication and commitment from both managers and employees. Thus,
Management by Objectives is an effective tool for linking individual
performance with organizational strategy. It promotes participation, clarity,

accountability, and result-oriented performance management.



Key Performance Indicators (KPIs)

Key Performance Indicators (KPIs) are measurable values that organizations
use to evaluate how effectively they are achieving strategic and operational
objectives. KPIs play a crucial role in linking performance with strategy

because they provide a clear, quantifiable way to measure success.

KPIs can be defined at different levels-organizational, departmental, and
individual. At the organizational level, KPIs may include overall revenue
growth, profitability, and market share. At the departmental level, they may
include production efficiency, sales targets, or customer service performance.
At the individual level, KPIs focus on personal performance metrics such as

task completion rate or quality of work.

KPIs are broadly classified into financial and non-financial indicators.
Financial KPIs include measures like profit margins, cost reduction, and
return on investment. Non-financial KPIs include customer satisfaction,

employee engagement, product quality, and service efficiency.

Each KPI is directly linked to a specific strategic objective. For example, if
an organization's strategy is to improve customer satisfaction, relevant KPIs
may include customer feedback scores, complaint resolution time, and repeat
customer rate. This ensures that performance measurement is aligned with

strategic priorities.

KPIs provide several benefits. They help organizations track progress in
real time, identify performance gaps, and take corrective actions quickly.
They also improve transparency because employees clearly understand how
their performance is measured. Another important advantage is accountability.
When KPIs are clearly defined, employees are responsible for achieving
specific outcomes rather than just completing tasks. This improves

performance focus and discipline.

KPIs also support decision-making. Managers can use KPI data to make
informed decisions about promotions, training needs, resource allocation,
and process improvements. However, selecting the right KPIs is critical.
Poorly chosen KPIs can lead to misaligned efforts, where employees focus
on metrics that do not truly support strategic goals. Therefore, KPIs must be
relevant, measurable, and aligned with organizational strategy. Thus, KPIs
are essential tools in strategic performance management that help organizations
measure success, track progress, and ensure alignment between performance

and strategy.
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Performance Management Systems (PMS)

Performance Management Systems (PMS) are integrated digital platforms
used by organizations to manage employee performance systematically. These
systems support the entire performance management cycle, including goal
setting, monitoring, feedback, appraisal, and reporting. Modern PMS tools
have replaced traditional manual performance evaluation methods by
providing automated, real-time, and data-driven solutions. They help
organizations ensure that performance is continuously aligned with strategic
objectives.

A PMS typically begins with goal setting. Employees and managers define
performance objectives that are aligned with organizational strategy. These
goals are entered into the system, making them visible and trackable. The
system then continuously monitors progress. Employees can update their
achievements, while managers can track performance in real time. This

eliminates the need to wait for annual reviews.

One of the key features of PMS is continuous feedback. Managers can
provide regular feedback, helping employees improve performance throughout
the year. This creates a culture of continuous development rather than periodic
evaluation. PMS also supports performance appraisal. At the end of the
evaluation cycle, the system generates performance reports based on
predefined KPIs and objectives. These reports are used for decision-making

related to promotions, rewards, and training.

Another important advantage is transparency. Since all performance data is
stored in a centralized system, employees clearly understand how they are
being evaluated. This reduces bias and increases trust in the system. PMS
also improves efficiency by automating administrative tasks such as report
generation, performance tracking, and documentation. This allows managers

to focus more on coaching and development.

In addition, PMS integrates analytics and reporting tools that help
organizations identify performance trends and patterns. This supports strategic
decision-making and long-term planning. However, successful implementation
of PMS requires proper training, employee acceptance, and alignment with
organizational culture. Poor implementation can lead to resistance or ineffective
usage. Performance Management Systems are powerful tools that help
organizations streamline performance evaluation, improve transparency, and

ensure continuous alignment with strategic goals.



Dashboards and Analytics Tools

Dashboards and analytics tools are modern performance monitoring systems
used to visualize and analyse organizational and employee performance data.
They play an important role in linking performance with strategy by providing

real-time insights into key performance indicators.

A dashboard is a visual interface that displays important performance data
using charts, graphs, and indicators. It helps managers quickly understand
performance status without going through complex reports. Dashboards can
show sales performance, productivity levels, customer satisfaction scores,
and other key metrics in real time. Analytics tools go beyond visualization by
analysing data to identify trends, patterns, and insights. They help organizations
understand why performance is improving or declining and predict future

outcomes based on historical data.

For example, a sales dashboard may show daily sales performance, target
achievement, and regional comparisons. If sales drop in a specific region,
analytics tools can help identify possible causes such as market conditions
or product issues. Dashboards support strategic performance management
by ensuring that all stakeholders have access to the same performance
information. This improves transparency and alignment across departments.
One of the main benefits of dashboards is real-time decision-making.
Managers can quickly respond to performance issues instead of waiting for
monthly or quarterly reports. Dashboards also improve accountability. Since
performance is visible to all stakeholders, employees are more motivated to
achieve targets. Analytics tools also support predictive analysis. Organizations
can forecast future performance trends and make proactive decisions to
improve outcomes. However, the effectiveness of dashboards depends on
data quality. If data is inaccurate or outdated, decisions based on dashboards
may be incorrect. Therefore, proper data management is essential.
Dashboards and analytics tools are essential modern technologies that
enhance performance visibility, improve decision-making, and ensure strong

alignment between performance and strategic objectives.

7.5

Goal Setting and Alignment

Goal setting and alignment is a fundamental element of Strategic Performance

Management that ensures all employees, teams, and departments work in a

coordinated manner toward achieving organizational objectives. It provides clarity,
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direction, and purpose to employee efforts by linking individual performance with

overall business strategy.

The process of goal setting begins at the top level of the organization, where
senior management defines the vision, mission, and strategic objectives. These strategic
goals represent what the organization wants to achieve in the long term, such as
increasing market share, improving profitability, expanding into new markets, or
enhancing customer satisfaction. However, these broad goals cannot be achieved
unless they are broken down into smaller, actionable targets.

Once organizational goals are defined, they are divided into departmental goals.
Each department such as marketing, finance, human resources, and operations receives
specific objectives that contribute to the overall strategy. For example, if the
organization's strategy is growth, the marketing department may focus on customer
acquisition, while the finance department may focus on cost control and revenue

improvement.

After departmental goals are set, managers further translate them into individual
employee goals. This step is very important because it ensures that every employee
understands their role in achieving organizational success. When employees clearly
understand expectations, their performance becomes more focused and effective.

A widely used framework for effective goal setting is the SMART model,
which ensures that goals are Specific, Measurable, Achievable, Relevant, and Time-
bound. This framework eliminates ambiguity and helps in tracking performance
effectively. For example, instead of a vague goal like "improve sales," a SMART goal

would be "increase sales by 12% in the next six months."

Alignment plays an equally important role. Goal alignment ensures that individual
goals are directly connected to departmental and organizational strategies. This prevents
misalignment where employees may achieve personal targets that do not contribute
to business success. Alignment also improves coordination between departments
and reduces duplication of efforts. Regular communication and feedback are essential
to maintain alignment. Managers must continuously review progress, provide
feedback, and make adjustments when required. Tools such as performance
management systems, KPIs, and dashboards are often used to monitor goal

achievement.

Thus, goal setting and alignment ensure that organizational strategy is effectively
translated into actionable performance targets. It creates clarity, improves motivation,

enhances coordination, and ensures that all efforts are directed toward achieving

long-term strategic success.



7.6 Managing High Performers

Managing high performers is a critical aspect of Strategic Performance
Management because these employees significantly contribute to organizational
growth, innovation, and competitive advantage. High performers are individuals
who consistently exceed expectations, deliver outstanding results, and demonstrate

strong commitment, skills, and productivity.

The first step in managing high performers is identifying them accurately.
Organizations use performance appraisal systems, KPIs, feedback mechanisms,
and productivity metrics to recognize employees who consistently outperform
others. Proper identification is important because high performers are key drivers

of organizational success.

Once identified, the next step is engagement and motivation. High performers
are often self-motivated, but they still require continuous encouragement and
recognition. Organizations use both financial and non-financial rewards to retain
them. Financial rewards include performance bonuses, salary increments, and
incentives, while non-financial rewards include recognition, awards, certificates,

and appreciation in front of peers.

Career development opportunities play a major role in managing high
performers. These employees should be given challenging assignments that allow
them to use and enhance their skills. Leadership development programs, training
workshops, and mentoring opportunities help them grow professionally and prepare

for higher responsibilities.

Another important aspect is job enrichment. High performers should be given
autonomy, decision-making authority, and opportunities to lead projects. This not
only keeps them engaged but also increases their sense of ownership and
responsibility. However, organizations must also ensure that high performers are
not overburdened. Excess workload can lead to stress, burnout, and reduced
performance. Proper workload distribution and work-life balance are essential to
maintain long-term productivity. Succession planning is another key strategy in
managing high performers. Organizations often groom these employees for future
leadership roles. This ensures continuity and stability in key positions and reduces
the risk of leadership gaps in the future. Feedback is also essential. Regular
performance discussions help high performers understand their strengths and areas
for further improvement. Even top performers need guidance to maintain consistency

and continue growing. In conclusion, managing high performers involves a
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combination of identification, motivation, development, and retention strategies.

Organizations that effectively manage high performers are able to maintain high

productivity, encourage innovation, and achieve long-term strategic success.

<+  Exercises :

Q.1 Answer the following questions in detail: .

1.

Explain the concept of Strategic Performance Management (SPM) and

discuss its importance in modern organizations.

Describe the meaning and objectives of Strategic Performance

Management in detail.

Explain how performance is linked with strategy in an organization.

Discuss the step-by-step process involved.

Discuss the Balanced Scorecard as a tool for linking performance with

strategy. Explain its four perspectives.

Explain Management by Objectives (MBO) and discuss its role in

improving organizational performance.

Discuss the process of managing high performers in an organization.

Why is it important for strategic success?

Q.2 Briefly answer the following questions:

1.

2.

8.

9.

Define Strategic Performance Management.

What is meant by alignment in SPM?

List any four objectives of Strategic Performance Management.
What are Key Performance Indicators (KPIs)?

Define goal setting in SPM.

What is Balanced Scorecard?

Mention any two advantages of MBO.

What is performance alignment with strategy?

Define feedback in performance management.

10. What are dashboards in performance management?



Q.3

11. Who are high performers?

12. What is succession planning?

Choose the correct answer from the options given below each of the

following statements:

1.

Strategic Performance Management mainly focuses on

a) Employee salary

b) Linking strategy with performance

c) Marketing only

d) Recruitment only

Answer: b) Linking strategy with performance

Which tool is used to balance financial and non-financial measures?
a) KPI b) MBO

c) Balanced Scorecard d) SWOT

Answer: c¢) Balanced Scorecard

KPIs stand for

a) KeyPerformance Indicators b) Key Planning Indicators
c) Knowledge PerformanceIdeas d) Key Project Inputs

Answer: a) Key Performance Indicators

MBO was developed by
a) Kaplan b) Peter Drucker
c) Taylor d) Mayo

Answer: b) Peter Drucker

Which perspective is NOT part of Balanced Scorecard?
a) Financial b) Customer

c) Internal Process d) Legal

Answer: d) Legal
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6. Goal setting should be
a) Vague b) Random c) SMART d) Optional
Answer: ¢) SMART

7. Dashboards are used for
a) Hiring employees b) Visualizing performance data
c) Writing reports only d) Training employees
Answer: b) Visualizing performance data

8. High performers are employees who
a) Work less b) Meet minimum targets
c) Exceed expectations d) Avoidresponsibility
Answer: ¢) Exceed expectations

9. Continuous feedback in SPM helps in
a) Delayed correction b) Employee improvement
c¢) Reducing salary d) Avoiding evaluation

Answer: b) Employee improvement
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Unit: 8
Strategic Compensation Management

8.1 Introduction

8.2 Strategic role of Compensation

8.3 Pay-for-performance Systems

8.4 Internal and External Equity
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8.1 Introduction

Strategic Compensation Management refers to the systematic planning,
development, and implementation of reward systems that align an organization's
compensation practices with its long-term business goals and human resource
strategy. It goes beyond traditional pay structures by integrating financial and non-
financial rewards in a way that attracts, motivates, and retains high-performing

employees.

In today's competitive business environment, organizations recognize that
employees are key assets. Therefore, compensation is no longer viewed only as a
cost but as a strategic investment. Strategic compensation includes wages, salaries,
bonuses, incentives, benefits, recognition programs, and career development
opportunities. These elements are carefully designed to ensure internal equity (fairness
within the organization) and external competitiveness (alignment with market

standards).

A well-structured compensation strategy supports organizational objectives
such as productivity improvement, employee satisfaction, reduced turnover, and
enhanced performance. It also helps in shaping employee behaviour by linking
rewards to performance outcomes. For example, incentive-based pay encourages

employees to achieve targets and contribute to organizational success. Moreover,
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strategic compensation management considers legal compliance, organizational
culture, and workforce diversity. It requires continuous evaluation and adjustment
to respond to changing market conditions, inflation, and employee expectations. In
essence, strategic compensation management is a vital component of human resource
management that ensures employees are rewarded fairly and effectively while

supporting the overall strategic direction ofthe organization.

8.2 Strategic role of compensation

Strategic Compensation Management refers to the process of designing and
implementing employee compensation systems that support an organization's overall
goals and business strategies. It involves planning salaries, wages, bonuses,
incentives, benefits, and rewards in a way that attracts, motivates, and retains talented

employees while improving organizational performance.

The concept of strategic compensation is based on aligning employee rewards
with the company's mission, objectives, and competitive position in the market. It
is not limited to paying employees for their work; instead, it focuses on rewarding
performance, skills, productivity, and contribution to organizational success. Effective
compensation management ensures fairness, equity, and competitiveness in

employee pay structures.

Strategic compensation includes both financial rewards, such as salary and
bonuses, and non-financial rewards, such as recognition, career growth, and flexible
work opportunities. Organizations use compensation strategies to encourage

employees to achieve higher performance and remain committed to the company.

The meaning of strategic compensation management lies in creating a balance
between employee satisfaction and organizational profitability. A well-planned
compensation system improves employee morale, reduces turnover, increases
productivity, and helps organizations gain a competitive advantage. Therefore,
strategic compensation management is an important function of human resource

management in modern organizations.

8.3 Pay-for-performance systems

Pay-for-performance systems are compensation strategies in which
employees are rewarded based on their performance, productivity, skills, or

achievement of specific goals. Instead of giving equal pay increases to all employees,



organizations link rewards directly to individual, team, or organizational performance.
The main purpose of these systems is to motivate employees to work efficiently

and contribute to organizational success.

Under pay-for-performance systems, employees may receive incentives such
as bonuses, commissions, profit sharing, merit pay, stock options, or performance-
based salary increases. For example, sales employees may earn commissions based
on sales targets, while managers may receive bonuses for achieving business

objectives.

These systems encourage employees to improve their performance, develop
skills, and achieve higher productivity. They also help organizations attract and
retain talented workers by rewarding high achievers fairly. Pay-for-performance
promotes a culture of accountability, competition, and continuous improvement
within the workplace. However, successful implementation requires clear
performance standards, fair evaluation methods, and transparent communication.
Ifemployees feel the system is biased or unfair, it may create dissatisfaction and
conflict. Therefore, organizations must ensure that performance measurements are
accurate and objective. Overall, pay-for-performance systems are important tools
in strategic compensation management because they align employee efforts with
organizational goals, improve motivation, and increase overall efficiency and
profitability.

8.3.1 Objectives of Pay-for-performance systems
1. To Motivate Employees

The main objective of pay-for-performance systems is to motivate
employees to work harder and perform better. When employees know
that their efforts and achievements will be rewarded financially, they
become more enthusiastic toward their work. Performance-based
rewards increase employee interest, dedication, and commitment.
Employees try to complete tasks efficiently and improve the quality of
their work. Motivation also reduces laziness and increases workplace
discipline. This system creates a positive attitude among employees
because they feel their contributions are valued. As a result, motivated
employees help organizations achieve higher productivity and better

performance.
2. To Improve Productivity and Efficiency

Pay-for-performance systems aim to improve employee productivity

and organizational efficiency. Employees focus on achieving targets and
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completing work within deadlines because rewards are linked with
performance. Workers try to avoid mistakes and improve the quality of
output. This system encourages employees to use time and resources
effectively. Increased productivity helps organizations reduce operational
costs and improve profitability. Efficient employees contribute to faster
project completion and better customer service. Overall, the organization
benefits through improved performance and higher competitiveness in

the market.
To Reward High Performers

Another important objective is to recognize and reward employees who
perform exceptionally well. High-performing employees contribute more
toward organizational goals and deserve better compensation.
Performance-based rewards make employees feel appreciated and
respected. This recognition encourages them to continue performing at
ahighlevel. It also inspires other employees to improve their performance.
Rewarding talented workers creates fairness within the organization
because employees are compensated according to their contribution.
Proper recognition improves employee morale, confidence, and job

satisfaction.
To Attract and Retain Skilled Employees

Organizations use pay-for-performance systems to attract talented and
skilled employees. Competitive compensation packages encourage
qualified professionals to join the organization. Employees prefer
workplaces where their efforts are rewarded fairly. Performance-based
rewards also help retain experienced employees by increasing job
satisfaction and loyalty. Talented employees are less likely to leave
organizations that recognize their contributions. Reduced employee
turnover saves recruitment and training costs. Retaining skilled employees
helps organizations maintain stability, efficiency, and long-term success

in a competitive business environment.
To Align Employee Goals with Organizational Goals

Pay-for-performance systems help connect employee efforts with
organizational objectives. Employees work toward company goals
because their rewards depend on achieving desired results. This creates
unity between individual performance and organizational success.

Workers become more focused on productivity, customer satisfaction,



sales growth, and quality improvement. Employees understand that
organizational growth will also benefit them financially. Alignment of goals
improves coordination and teamwork within the organization. As aresult,
the organization can achieve strategic objectives more effectively and

efficiently.
To Encourage Skill Development

Performance-based compensation encourages employees to improve
their knowledge, abilities, and professional skills. Employees understand
that better skills can lead to higher rewards and career growth. They
participate in training programs, workshops, and educational activities
to improve performance. Continuous learning helps employees handle
responsibilities more efficiently. Skilled employees increase innovation,
creativity, and problem-solving abilities within the organization. This
objective also supports career development and personal growth. A
highly skilled workforce improves organizational competitiveness and

adaptability in changing business environments.
To Promote Accountability and Responsibility

Pay-for-performance systems increase employee accountability because
performance is regularly measured and evaluated. Employees become
more responsible for completing their work properly and on time. They
understand that poor performance may reduce rewards and incentives.
This system encourages discipline, punctuality, and dedication toward
assigned duties. Employees take ownership of their responsibilities and
focus on achieving targets. Accountability also improves work quality
and reduces negligence or carelessness. Responsible employees
contribute positively toward organizational success and workplace

efficiency.
To Increase Organizational Profitability

One major objective of pay-for-performance systems is to improve
organizational profitability. Better employee performance leads to
increased productivity, higher sales, improved customer satisfaction, and
better-quality products or services. Motivated employees help
organizations achieve business goals more effectively. Efficient work
processes reduce wastage, operational costs, and errors. Increased
profitability allows organizations to expand business operations and invest

in employee development. Financial growth also improves market

Strategic HRM

121



Strategic HRM

reputation and competitiveness. Therefore, performance-based
compensation benefits both employees and organizations by creating a

productive and profitable work environment.
8.3.2 Types of Pay-for-Performance Systems
1. Merit Pay System

Merit pay is a performance-based compensation system in which
employees receive salary increases according to their individual
performance. The amount of increase depends on performance
evaluations conducted by supervisors or management. Employees who
perform better receive higher salary increments than average performers.
Performance is measured through factors such as productivity, work
quality, attendance, discipline, achievement of goals, and overall
contribution to the organization. Merit pay is usually added permanently
to the employee's basic salary and is often reviewed annually. This system
encourages employees to improve their efficiency and maintain consistent
performance. Organizations use merit pay to reward hardworking
employees and recognize their contributions toward organizational
success. Merit pay systems are commonly used in offices, educational
institutions, corporate organizations, and government sectors where
employee performance can be evaluated through formal appraisal
systems. Proper performance appraisal methods are important for the
successful implementation of merit pay because unfair evaluations may
create dissatisfaction among employees. Merit pay also helps
organizations differentiate between high performers and low performers.
Employees become more motivated when they know that better
performance will lead to higher financial rewards. This system supports
the development of a performance-oriented work culture and encourages
employees to achieve organizational goals effectively. Merit pay is
considered one of the most widely used forms of pay-for-performance
systems in modern human resource management because it directly

connects compensation with employee contribution and performance.
2. Bonus Plans

Bonus plans are pay-for-performance systems in which employees
receive additional financial rewards for achieving specific targets, goals,
or exceptional performance. Bonuses are usually paid in addition to

regular salaries and may be provided monthly, quarterly, annually, or
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after completing a project. Organizations use bonus plans to motivate
employees and encourage higher productivity. Bonuses may depend on
individual performance, team performance, or organizational success.
Employees who exceed sales targets, complete projects successfully,
improve productivity, or contribute significantly to organizational growth
may receive bonuses. Some organizations also provide festival bonuses,
attendance bonuses, or profit-related bonuses to employees. Bonus plans
are commonly used in manufacturing industries, sales organizations,
corporate businesses, and service sectors. This system creates
excitement and encourages employees to focus on achieving
organizational objectives within a specific time period. Employees often
work harder when they know that extra rewards are available for better
performance. Bonus plans also help organizations recognize outstanding
work without permanently increasing salary costs. Different organizations
design bonus policies according to their financial condition, business
goals, and performance standards. Effective bonus systems require clear
communication regarding targets, reward amounts, and eligibility criteria.
Employees should clearly understand what is expected from them to
earn bonuses. Properly designed bonus plans increase employee
motivation, improve productivity, and support organizational growth.
Therefore, bonus plans are considered important short-term incentive
systems in strategic compensation management and modern

organizational practices.
Commission-Based Pay

Commission-based pay is a compensation system in which employees
earn money according to the sales or revenue they generate for the
organization. This system is widely used in sales and marketing jobs
where employee performance can be directly measured through sales
results. Under this system, employees receive a fixed percentage of the
sales amount as commission. Some organizations provide only
commission-based earnings, while others offer a fixed salary along with
commission incentives. Employees who achieve higher sales earn higher
income, which strongly motivates them to improve their performance.
Commission systems encourage employees to develop communication,
negotiation, and customer service skills to increase sales. Organizations
commonly use this method in insurance companies, retail businesses,

automobile industries, banking services, and real estate sectors.
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Employees become more goal-oriented because their income depends
directly on their efforts and achievements. Commission-based pay also
helps organizations increase revenue without increasing fixed salary
expenses. Sales employees focus on attracting customers, maintaining
customer relationships, and improving sales performance to maximize
their earnings. The commission percentage may vary depending on
products, services, or organizational policies. Some organizations also
offer additional incentives for achieving specific sales targets. Proper
monitoring and ethical guidelines are necessary to ensure that employees
maintain honest sales practices. Commission-based pay creates a highly
competitive and performance-driven work environment where
employees are rewarded according to their contribution toward

organizational revenue and business growth.
Profit-Sharing Plans

Profit-sharing plans are compensation systems in which employees
receive a portion of the organization's profits as additional compensation.
Under this system, employees share financial rewards when the company
achieves higher profits. Profit-sharing is generally based on overall
organizational performance rather than individual performance.
Organizations distribute a certain percentage of annual profits among
employees according to predetermined rules. Distribution may depend
on factors such as salary level, years of service, job position, or employee
contribution. This system creates a sense of ownership and belonging
among employees because they feel connected to the company's success.
Employees become more interested in improving productivity, reducing
waste, maintaining quality, and supporting organizational goals. Profit-
sharing plans encourage cooperation and teamwork because employees
work collectively to improve company performance. These plans are
commonly used in manufacturing industries, corporate organizations,
and large business enterprises. Employees understand that organizational
growth and profitability will benefit them financially. Profit-sharing also
improves relationships between management and employees because
both groups work toward common objectives. Organizations generally
distribute profit-sharing rewards annually after calculating company
profits. The amount received by employees may vary depending on the
organization's financial performance each year. Effective profit-sharing

systems require transparency, trust, and clear communication regarding



profit calculation and reward distribution. This compensation method
supports employee motivation, organizational commitment, and long-
term business growth by linking employee rewards with the financial

success of the organization.
Gainsharing Plans

Gainsharing plans are pay-for-performance systems that reward
employees for improving productivity, efficiency, and operational
performance. Under this system, employees receive incentives when
the organization achieves measurable improvements such as cost
reduction, increased productivity, reduced waste, improved quality, or
better operational efficiency. Gainsharing focuses mainly on group or
team performance rather than individual performance. Employees work
together to identify problems, suggest improvements, and achieve
organizational goals. The financial gains resulting from improved
performance are shared between the organization and employees
according to predetermined formulas. Gainsharing plans encourage
employee participation in decision-making and problem-solving activities.
Workers become more involved in improving workplace processes
because they directly benefit from organizational improvements. This
system is commonly used in manufacturing industries, production units,
and organizations where operational performance can be measured
accurately. Employees focus on reducing errors, improving work
methods, and increasing output quality. Gainsharing promotes teamwork,
communication, and cooperation among employees and management.
Employees feel more responsible for organizational success because
their rewards depend on collective performance improvements.
Organizations usually calculate gains over a specific period and distribute
rewards accordingly. Successful implementation of gainsharing requires
clear performance standards, employee involvement, and transparent
reward systems. Gainsharing helps organizations improve efficiency while
motivating employees to contribute actively toward operational excellence
and continuous improvement. It creates a cooperative work culture
where employees and management work together to achieve higher

productivity and organizational success.
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8.4 Internal and external equity

Internal Equity

Internal equity refers to fairness in compensation among employees working
within the same organization. It means that employees who perform similar work,
possess similar qualifications, skills, experience, responsibilities, and working
conditions should receive fair and equal pay. Internal equity is an important part of
compensation management because employees continuously compare their salaries
and rewards with those of their coworkers. I[femployees believe that compensation
differences are unfair or unreasonable, dissatisfaction, low morale, conflicts, and
reduced productivity may arise within the organization. Therefore, organizations
must ensure that salary structures are balanced and justified according to the value

of'each job.

Organizations maintain internal equity through job evaluation and performance
appraisal systems. Job evaluation helps determine the relative worth of different
jobs by analysing duties, responsibilities, required skills, effort, and working
conditions. Jobs involving greater responsibility, higher qualifications, or more
complex tasks generally receive higher compensation. Performance appraisal
systems are also used to assess employee contribution and determine appropriate
rewards or salary increases. Internal equity supports the principle of "equal pay for

equal work," which helps create trust and fairness among employees.

Proper internal equity improves employee motivation and job satisfaction
because employees feel respected and valued for their contributions. It encourages
employees to work efficiently and remain committed to organizational goals. Internal
equity also strengthens teamwork and cooperation because employees are less
likely to feel jealousy or resentment toward coworkers. In addition, fair compensation
systems help organizations reduce employee turnover, absenteeism, and workplace
disputes. Employees are more likely to remain loyal to organizations where they

believe compensation decisions are fair and transparent.

Internal equity requires organizations to establish clear salary structures, fair
promotion policies, and transparent reward systems. Regular review of
compensation practices is necessary to ensure continued fairness as job roles and
responsibilities change over time. Organizations that fail to maintain internal equity
may experience employee dissatisfaction, reduced performance, and damaged
workplace relationships. Therefore, maintaining internal equity is essential for creating
a positive work environment and improving organizational efficiency and long-

term success.



External Equity

External equity refers to fairness in employee compensation compared to
wages and salaries offered by other organizations in the labour market. It means
that organizations should provide compensation packages that are competitive with
industry standards and market rates for similar jobs. Employees often compare
their pay, benefits, and rewards with employees working in other companies. If
employees discover that other organizations offer better salaries or benefits for
similar work, they may become dissatisfied and seek employment elsewhere.
Therefore, maintaining external equity is important for attracting, motivating, and

retaining talented employees.

Organizations achieve external equity by conducting salary surveys, wage
comparisons, labour market analysis, and benchmarking studies. These methods
help organizations understand current market trends and determine competitive
compensation levels. External equity includes not only salaries but also bonuses,
incentives, allowances, insurance, retirement benefits, career growth opportunities,
and other forms of employee rewards. Organizations must regularly review
compensation policies because labour market conditions, industry standards, and

economic situations change over time.

Maintaining external equity helps organizations attract skilled and experienced
employees from the labour market. Competitive compensation packages make
organizations more desirable employers and improve their ability to recruit talented
individuals. External equity also improves employee retention because employees
are less likely to leave organizations that offer fair market-based compensation.
Employees who feel fairly compensated compared to workers in other organizations
are generally more motivated, productive, and loyal.

Failure to maintain external equity may create serious problems for
organizations. Employees may feel undervalued if competitors offer significantly
higher salaries for similar jobs. This can lead to low morale, dissatisfaction, increased
employee turnover, recruitment difficulties, and reduced organizational performance.
Organizations that consistently pay below market rates may struggle to attract
qualified employees and maintain a skilled workforce.

To maintain external equity, organizations must monitor industry wage trends,
analyse competitor compensation practices, and adjust salaries when necessary.
Effective external equity creates a balance between organizational affordability and
market competitiveness. It supports employee satisfaction, organizational reputation,

and long-term business success. Therefore, external equity is an essential element
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of strategic compensation management and human resource planning in modern

organizations.

8.5 Incentive and Variable Pay Plans

Incentive and variable pay plans are important components of modern
compensation management systems. These plans are designed to reward employees
based on their performance, productivity, skills, or contribution to organizational
success. Unlike fixed salaries, incentive and variable pay are not guaranteed amounts.
They vary according to individual, team, or organizational performance.
Organizations use these compensation methods to motivate employees, improve
efficiency, increase productivity, and achieve business goals. Incentive and variable
pay plans are widely used in both private and public sector organizations because
they encourage employees to perform better and contribute actively toward

organizational growth.

Incentive pay refers to additional financial rewards given to employees for
achieving specific targets, goals, or performance standards. Incentives are provided
to encourage employees to work harder and improve their performance. These
rewards may be offered to individuals, teams, departments, or the entire
organization. Incentive pay is generally linked with measurable performance
outcomes such as sales volume, production targets, quality improvement, customer
satisfaction, or cost reduction. Employees receive incentives only when they
successfully achieve predetermined objectives. Incentive plans create a direct
relationship between employee effort and reward, which increases motivation and

commitment.

Variable pay refers to compensation that changes according to employee or
organizational performance. Unlike fixed pay, variable pay is flexible and depends
on results achieved during a particular period. It may include bonuses, commissions,
profit sharing, stock options, and performance-based rewards. Variable pay helps
organizations control fixed salary expenses while rewarding employees for
exceptional performance. Employees who contribute more to organizational success
receive higher rewards compared to average performers. This system encourages
employees to focus on achieving organizational goals and improving overall

performance.

There are different types of incentive and variable pay plans used by
organizations. Individual incentive plans reward employees based on personal

performance. Employees receive rewards when they achieve individual targets



such as sales goals, production levels, or project completion. Team incentive plans
provide rewards to groups of employees who work together to achieve common
objectives. These plans encourage cooperation, teamwork, and coordination among
employees. Organizational incentive plans reward employees based on overall
company performance, profitability, or productivity. Profit-sharing plans and

gainsharing plans are examples of organizational incentive systems.

Commission-based pay is another common variable pay plan, especially in
sales and marketing jobs. Employees receive a percentage of sales revenue as
compensation. This system strongly motivates employees to increase sales and
improve customer relationships. Bonus plans are also widely used as variable pay
systems. Employees receive additional payments for exceptional performance,
successful project completion, or achieving organizational goals. Some organizations
provide annual bonuses, festival bonuses, or performance bonuses to motivate

employees and improve productivity.

Incentive and variable pay plans provide several benefits to organizations
and employees. They improve employee motivation, productivity, efficiency, and
job satisfaction. Employees feel valued when their efforts are recognized and
rewarded fairly. These plans also help organizations attract and retain talented
employees by offering competitive compensation opportunities. Incentive systems
encourage employees to develop skills, improve performance, and contribute
actively toward organizational success. Organizations also benefit from increased
profitability, better quality work, improved customer service, and stronger employee
commitment. However, effective implementation of incentive and variable pay plans
requires proper planning and fair performance evaluation systems. Organizations
must establish clear performance standards, transparent reward policies, and
objective measurement methods. Employees should clearly understand how rewards
are calculated and what performance is expected from them. Poorly designed
incentive systems may create unhealthy competition, stress, dissatisfaction, or
conflicts among employees. Therefore, organizations must maintain fairness,
transparency, and proper communication while implementing these plans. Thus,
incentive and variable pay plans are important compensation strategies that link
employee rewards with performance and organizational success. These plans
motivate employees to achieve higher productivity, improve efficiency, and contribute
positively toward organizational goals. By rewarding performance and encouraging
excellence, incentive and variable pay systems help organizations create a

competitive, productive, and performance-oriented work environment.
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8.6 Compensation Benchmarking

Compensation benchmarking is the process of comparing an organization's
employee compensation structure with the pay practices of other organizations in
the same industry or labour market. It helps organizations determine whether their
salaries, wages, incentives, benefits, and other rewards are competitive and fair
according to market standards. Compensation benchmarking is an important part
of strategic compensation management because it supports employee attraction,
retention, motivation, and organizational competitiveness. Organizations use
compensation benchmarking to analyse and compare salary levels for similar jobs
in competing companies. This process involves collecting information about wages,
bonuses, allowances, benefits, incentives, and other compensation components
offered by other organizations. Human resource managers study market trends
and industry standards to ensure that employees are compensated fairly.
Benchmarking helps organizations maintain external equity by offering competitive
pay packages to employees. The compensation benchmarking process generally
begins with identifying key jobs within the organization that need comparison with
market jobs. After identifying these positions, organizations collect compensation
data through salary surveys, industry reports, professional associations, recruitment
agencies, and labour market research. The collected data is then analysed to
compare the organization's compensation levels with market averages. Based on
this analysis, organizations may adjust salaries, benefits, or incentive plans to remain

competitive.

Compensation benchmarking helps organizations attract qualified and skilled
employees because competitive compensation packages make the organization
more desirable in the labour market. It also helps retain experienced employees by
reducing dissatisfaction related to unfair or low pay. Employees are more motivated
and committed when they believe they are receiving compensation equal to or
better than market standards. Benchmarking also supports fair salary structures
and improves employee trust in compensation policies. In addition, compensation
benchmarking helps organizations control labour costs effectively. By comparing
compensation practices with competitors, organizations can avoid paying
excessively high or extremely low salaries. Proper benchmarking ensures balance
between organizational affordability and market competitiveness. It also assists
management in making informed decisions regarding promotions, salary revisions,
incentive systems, and employee benefits. However, compensation benchmarking
must be conducted carefully because inaccurate or outdated market data may lead

to improper salary decisions. Organizations should regularly update compensation



information because labour market conditions, economic factors, and industry
standards change over time. Benchmarking should also consider factors such as
Jjob responsibilities, qualifications, experience, location, and organizational size while
comparing salaries. Compensation benchmarking is an essential process in modern
compensation management that helps organizations compare their pay structures
with market standards. It supports external equity, employee satisfaction, talent
retention, and organizational competitiveness. By maintaining fair and competitive
compensation systems, organizations can improve employee motivation,

productivity, and long-term business success.

8.7 Legal and Ethical Issues in Strategic Compensation Management

Strategic compensation management involves designing and implementing
employee compensation systems that support organizational goals while ensuring
fairness, motivation, and competitiveness. While developing compensation policies,
organizations must consider both legal and ethical issues to avoid discrimination,
conflicts, and employee dissatisfaction. Legal and ethical practices in compensation
management help organizations maintain fairness, protect employee rights, and create
a positive work environment. Failure to follow legal and ethical standards may

result in lawsuits, penalties, damaged reputation, and reduced employee morale.

Legal issues in strategic compensation management refer to compliance with
labour laws, government regulations, and employment policies related to employee
compensation. Organizations must ensure that wages, salaries, bonuses, incentives,
overtime payments, and benefits are provided according to legal requirements.
One major legal issue is equal pay for equal work. Employees performing similar
jobs with equal qualifications, skills, and responsibilities should receive equal
compensation regardless of gender, religion, race, age, or background.
Discrimination in compensation is illegal and may create legal disputes and workplace
conflicts.

Minimum wage laws are another important legal issue in compensation
management. Organizations must pay employees at least the minimum wage fixed
by the government. Employers who pay less than the legal wage may face penalties
and legal action. Similarly, overtime laws require organizations to compensate
employees fairly for extra working hours beyond standard working limits. Failure
to provide overtime compensation violates labour laws and reduces employee

trust.

Employee benefits and social security contributions are also important legal

concerns. Organizations must provide legally required benefits such as provident
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fund, insurance, gratuity, paid leave, maternity benefits, and retirement benefits
according to labour regulations. Proper record keeping and transparent salary
documentation are necessary to maintain legal compliance. Organizations must
also follow tax laws related to employee compensation and salary deductions.
Ethical issues in strategic compensation management focus on fairness, honesty;,
transparency, and moral responsibility in compensation decisions. Ethical
compensation practices ensure that employees are treated with dignity and respect.
One major ethical issue is fairness in pay distribution. Employees expect
compensation systems to be unbiased and based on performance, skills,
qualifications, and job responsibilities rather than favouritism or personal
relationships. Unfair compensation practices may reduce employee motivation and

create dissatisfaction.

Transparency in compensation policies is another important ethical issue.
Employees should clearly understand how salaries, incentives, bonuses, and
promotions are determined. Lack of transparency may create confusion, mistrust,
and workplace conflicts. Ethical organizations communicate compensation policies

openly and provide equal opportunities for rewards and career growth.

Another ethical issue is excessive executive compensation. In some
organizations, top executives receive extremely high salaries and bonuses while
lower-level employees receive limited compensation. Such imbalance may create
feelings of inequality and reduce employee morale. Ethical compensation
management requires maintaining a reasonable balance between executive and

employee pay.

Organizations must also ensure ethical treatment of contract workers,
temporary employees, and part-time staff. Providing unfairly low wages or denying
benefits to certain groups ofemployees is considered unethical. Ethical compensation
systems promote diversity, equality, and employee well-being. Legal and ethical
issues are critical aspects of strategic compensation management. Legal compliance
ensures that organizations follow labour laws and protect employee rights, while

ethical practices promote fairness, transparency, and trust in compensation systems.

8.8 Impact of Compensation on Retention

Compensation has a significant impact on employee retention because it
directly influences employee satisfaction, motivation, loyalty, and commitment toward
the organization. Compensation refers to all forms of financial and non-financial
rewards provided to employees in exchange for their work and contribution. It

includes salaries, wages, bonuses, incentives, allowances, insurance, retirement



benefits, paid leave, and other employee benefits. Employees expect fair and
competitive compensation for the services they provide to the organization. When
organizations offer attractive compensation packages, employees are more likely
to remain loyal and continue working for the organization for a longer period.
Therefore, compensation is considered one of the most important factors affecting

employee retention in modern organizations.

One major impact of compensation on retention is improvement in employee
satisfaction. Employees who receive fair and adequate compensation feel valued
and appreciated by the organization. Proper compensation creates a sense of
recognition for employee efforts and contributions. Satisfied employees generally
show higher commitment and positive attitudes toward their work. On the other
hand, employees who feel underpaid or unfairly treated often experience
dissatisfaction, frustration, stress, and low morale. Such employees may search for
better employment opportunities in organizations that provide higher salaries and
better benefits. Therefore, fair compensation helps reduce dissatisfaction and

employee turnover.

Compensation also plays an important role in attracting and retaining talented
and skilled employees. In today's competitive labour market, employees compare
compensation packages offered by different organizations before making career
decisions. Organizations that provide competitive salaries, incentives, bonuses, and
benefits can attract highly qualified employees and retain experienced workers.
Skilled employees are valuable assets for organizations because they contribute to
productivity, innovation, customer satisfaction, and organizational growth. If
organizations fail to offer competitive compensation, employees may leave for better
opportunities offered by competitors. Thus, competitive compensation is essential

for retaining talent and maintaining organizational stability.

Performance-based compensation systems such as bonuses, incentives,
commissions, and profit-sharing plans also improve employee retention. Employees
become more motivated when they know their performance and achievements will
be rewarded. Recognition through financial rewards increases employee confidence
and loyalty toward the organization. Employees who feel rewarded for their hard
work are less likely to leave the organization. Performance-based compensation
also encourages employees to improve their skills, productivity, and efficiency,

which benefits both employees and organizations.

Employee benefits and welfare programs further strengthen retention. Benefits

such as health insurance, retirement plans, paid leave, flexible working hours,
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employee wellness programs, and educational support improve employee security
and well-being. Employees prefer organizations that care about their personal and
professional needs. Such benefits increase employee attachment to the organization

and reduce the desire to change jobs frequently.

Transparent and fair compensation policies also build trust between
employees and management. Employees feel more secure and respected when
organizations maintain equality and fairness in salary structures and reward systems.
Proper communication regarding compensation policies reduces conflicts,
misunderstandings, and dissatisfaction within the workplace. compensation has a
strong influence on employee retention because it affects employee satisfaction,
motivation, loyalty, and organizational commitment. Fair, competitive, and
performance-based compensation systems help organizations retain talented
employees, reduce turnover, improve productivity, and achieve long-term business
success. Therefore, effective compensation management is essential for maintaining

a stable, skilled, and committed workforce in modern organizations.
Exercise
Q.1 Answer the following questions in detail: .

1. Explain the concept, meaning, and importance of Strategic

Compensation Management in modern organizations.
2. Discuss the objectives of pay-for-performance systems in detail.

3. Explain the various types of pay-for-performance systems with suitable

examples.
4. What is merit pay? Explain its role in motivating employee performance.

5. Discuss bonus plans and commission-based pay systems as forms of

performance-based compensation.
6. Explain profit-sharing and gainsharing plans in detail.

7. Define internal equity and explain its importance in compensation

management.

8. What is external equity? Explain how organizations maintain external

equity.

9. Explain incentive and variable pay plans and discuss their importance in

employee motivation.



10.

11.

12.

13.

What is compensation benchmarking? Explain its process and
significance.

Discuss the legal issues involved in strategic compensation management.
Explain the ethical issues in strategic compensation management.

Discuss the impact of compensation on employee retention in modern

organizations.

Q.2 Briefly Answer the following questions:

1.

2.

Define Strategic Compensation Management.

What is pay-for-performance system?

State any four objectives of pay-for-performance systems.
Define internal equity and external equity.

What is compensation benchmarking?

Q.3 Multiple Choice Questions (MCQs)

1.

Strategic compensation management mainly focuses on

A) Punishing employees

B) Reducing workforce

C) Aligning compensation with organizational goals

D) Ignoring employee performance

Answer: C) Aligning compensation with organizational goals
Pay-for-performance systems reward employees based on

A) Age B) Performance C) Religion D) Seniority only
Answer: B) Performance

Which of the following is a type of pay-for-performance system?
A) Merit pay B) Fixed pension

C) Leave policy D) Attendance register

Answer: A) Merit pay
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Commission-based pay is mostly used in

A) Production work B) Sales and marketing jobs
C) Agriculture only D) Government offices only
Answer: B) Sales and marketing jobs

Internal equity refers to:

A) Fairness in compensation within the organization

B) Market competition

C) External business growth

D) Government taxation

Answer: A) Fairness in compensation within the organization
External equity means

A) Equalsalary for all employees

B) Compensation according to labour market standards

C) Reducing employee wages

D) Ignoring competitors

Answer: B) Compensation according to labour market standards
Compensation benchmarking helps organizations:

A) Reduce employee motivation

B) Compare pay with market standards

C) Eliminate incentives

D) Avoid salary surveys

Answer: B) Compare pay with market standards

Incentive pay is given to employees for

A) Poor performance B) Achieving targets and goals
C) Taking leave D) Avoiding work

Answer: B) Achieving targets and goals



9.

10.

11.

12.

Which of the following is an example of variable pay?
A) Fixed salary B) Provident fund
C) Bonus D) Basic wage only
Answer: C) Bonus

Equal pay for equal work is related to

A) Ethical and legal compensation practices

B) Sales commission

C) Market competition

D) Recruitment process

Answer: A) Ethical and legal compensation practices
One major purpose of compensation is

A) Increasing employee dissatisfaction

B) Improving employee retention

C) Reducing productivity

D) Avoiding teamwork

Answer: B) Improving employee retention
Gainsharing plans mainly focus on

A) Individual punishment

B) Group productivity and efficiency

C) Employee termination

D) Reducing communication

Answer: B) Group productivity and efficiency
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Strategic HRM

Unit: 9
Strategic Employee Engagement and Retention Management

9.1 Introduction

9.2 Importance of Employee Engagement

9.3 Drivers of Employee Engagement

9.4 Linking Engagement with Organizational Strategy

9.5 Engagement Measurement Models

9.6 Psychological Contract and Employee Commitment
9.7 Strategic Retention Management

9.8 High-potential Employee Retention Strategies

9.9 Employer Branding and Employee Value Proposition (EVP)
9.10 Work-life Balance and Well-being Strategies

9.11 Managing Employee Burnout and Stress Strategically
9.12 Exit Management

> [Exercise

9.1 Introduction

Strategic Employee Engagement and Retention Management refers to the
planned efforts made by organizations to keep employees motivated, committed,
satisfied, and loyal toward the organization. In modern business environments,
employees are considered valuable assets, and organizations focus on maintaining
positive relationships with them to improve productivity and long-term success.
Employee engagement involves creating emotional commitment, involvement, and
enthusiasm among employees toward their work and organizational goals. Retention
management focuses on reducing employee turnover and retaining skilled and

talented employees within the organization.

Organizations use various strategies such as fair compensation, career
development opportunities, recognition programs, effective communication,

employee participation, training, and healthy work environments to improve

138



engagement and retention. Engaged employees usually perform better, show higher
Jjob satisfaction, and contribute positively toward organizational growth. Effective
retention management also reduces recruitment and training costs caused by frequent
employee turnover. Therefore, strategic employee engagement and retention
management play an important role in improving organizational performance,
employee morale, productivity, and competitive advantage in today's dynamic

business environment.

9.2 Importance of Employee Engagement

Employee engagement is one of the most important factors for the success
and growth of modern organizations. It refers to the emotional commitment,
involvement, enthusiasm, and dedication employees show toward their work and
organizational goals. Engaged employees do not work only for salary or benefits.
They work with interest, responsibility, and a strong desire to contribute to the
success of the organization. Organizations that focus on employee engagement
generally achieve better productivity, higher employee satisfaction, and stronger

business performance.

One major importance of employee engagement is improvement in employee
productivity and efficiency. Engaged employees perform their duties with greater
focus, energy, and commitment. They are willing to put extra effort into completing
tasks and achieving organizational objectives. Such employees often maintain high
work quality and complete assignments efficiently. Increased productivity helps
organizations improve profitability, customer service, and overall performance.
Engaged employees also show greater creativity and innovation because they

actively participate in solving problems and improving workplace processes.

Employee engagement also increases job satisfaction and employee morale.
Employees who feel respected, valued, and appreciated by management are
generally more satisfied with their jobs. Recognition, support, communication, and
opportunities for growth help employees feel emotionally connected to the
organization. Satisfied employees develop a positive attitude toward their work
and maintain healthy relationships with coworkers and management. This creates a

positive work environment that supports teamwork and cooperation.

Another important benefit of employee engagement is reduced employee

turnover and absenteeism. Employees who are emotionally connected to the
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organization are less likely to leave their jobs frequently. They feel loyal toward the
organization and prefer to continue their careers within the company. Reduced
turnover helps organizations save recruitment, selection, and training costs. Engaged
employees are also less likely to remain absent because they feel responsible for

their duties and organizational success.

Employee engagement also improves customer satisfaction and organizational
reputation. Motivated and committed employees provide better services to
customers and maintain professional behaviour at the workplace. Better customer
service increases customer trust, loyalty, and satisfaction, which contributes to
organizational growth and profitability. Employee engagement strengthens
communication and trust within the organization. Employees become more willing
to share ideas, participate in decision-making, and support organizational changes.
This improves coordination between employees and management and creates a

culture oftransparency and cooperation.

Therefore, employee engagement is essential for improving productivity,
employee satisfaction, loyalty, teamwork, customer service, and long-term
organizational success. Organizations that invest in employee engagement create a
motivated and committed workforce capable of achieving business goals effectively

and maintaining a strong competitive position in the market.

9.3 Drivers of Employee Engagement

Drivers of employee engagement are the factors that influence the level of
commitment, motivation, involvement, and satisfaction employees feel toward their
work and organization. These drivers play an important role in creating a positive
work environment and encouraging employees to perform effectively. Organizations
that understand and improve these drivers can build a highly engaged and productive
workforce. Employee engagement is not achieved through a single factor but through
a combination of organizational practices, leadership support, communication, and

employee-focused policies.

One of the most important drivers of employee engagement is effective
leadership and management support. Employees feel more engaged when managers
guide, support, and appreciate their efforts. Good leaders communicate clearly,
treat employees fairly, provide feedback, and encourage participation in decision-
making. Supportive leadership builds trust, confidence, and strong relationships

between employees and management.



Communication is another major driver of employee engagement. Employees
want clear information regarding organizational goals, policies, expectations, and
changes. Open and transparent communication helps employees feel valued and
connected to the organization. Employees who are encouraged to share ideas and

opinions often show higher involvement and commitment toward their work.

Recognition and rewards also strongly influence employee engagement.
Employees become more motivated when their hard work and achievements are
recognized and appreciated. Organizations that provide fair compensation,
incentives, promotions, and recognition programs improve employee morale and
satisfaction. Recognition increases confidence and encourages employees to maintain
high performance. Career growth and development opportunities are also important
engagement drivers. Employees prefer organizations that provide training, skill
development, promotions, and learning opportunities. Career advancement
increases employee confidence and creates a sense of future security within the
organization. Employees become more committed when they see opportunities for

personal and professional growth.

A positive work environment is another key driver of employee engagement.
Healthy relationships, teamwork, mutual respect, safety, and work-life balance
help employees feel comfortable and satisfied at work. Organizations that support
employee well-being and reduce workplace stress create higher levels of engagement
and loyalty. Job satisfaction and meaningful work also contribute significantly to
employee engagement. Employees feel more engaged when their jobs are challenging,
interesting, and aligned with their skills and abilities. Meaningful work gives
employees a sense of purpose and importance within the organization. Therefore,
drivers ofemployee engagement such as leadership, communication, recognition,
career development, positive work culture, and meaningful work are essential for
creating motivated and committed employees. Organizations that focus on these
drivers improve productivity, employee satisfaction, retention, and overall

organizational success.

9.4 Linking engagement with organizational strategy

Linking employee engagement with organizational strategy is an important
process that helps organizations achieve long-term business goals through a
motivated and committed workforce. Organizational strategy refers to the plans
and actions designed to achieve the mission, vision, and objectives of the

organization. Employee engagement refers to the emotional commitment,
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mvolvement, and enthusiasm employees show toward their work and organizational
success. When engagement is connected with organizational strategy, employees
clearly understand how their work contributes to the overall growth and success of

the organization.

Organizations that align employee engagement with strategic goals create a
stronger sense of purpose among employees. Employees become more motivated
when they understand the organization's mission, objectives, and future direction.
Clear communication of organizational goals helps employees focus their efforts
on activities that support business success. Engaged employees are more willing to
work efficiently, accept responsibilities, and contribute actively toward achieving

strategic objectives.

Leadership plays an important role in linking engagement with organizational
strategy. Managers and leaders must communicate strategic goals clearly and
encourage employees to participate in decision-making processes. Employees who
feel involved in organizational planning and problem-solving become more
committed and loyal. Leadership support, guidance, and recognition also strengthen

employee confidence and trust in the organization.

Performance management systems are also important in connecting
engagement with organizational strategy. Organizations often link employee
performance goals with business objectives. Employees receive feedback,
recognition, incentives, and rewards based on their contribution toward
organizational success. This alignment motivates employees to improve performance
and achieve desired outcomes. Training and development programs also help
employees build the skills needed to support strategic goals and organizational

changes.

A positive organizational culture further strengthens the connection between
engagement and strategy. Organizations that promote teamwork, communication,
innovation, fairness, and employee well-being create an environment where
employees feel valued and motivated. Such cultures encourage employees to support
organizational changes and work toward common objectives. Linking engagement
with organizational strategy also improves productivity, customer satisfaction,
innovation, and employee retention. Engaged employees are more productive,
provide better customer service, and contribute creative ideas that help
organizations remain competitive in changing business environments. Organizations

with highly engaged employees are generally more successful in achieving strategic



growth and long-term sustainability. Therefore, linking employee engagement with
organizational strategy is essential for improving organizational performance and
achieving business success. When employees understand organizational goals and
feel emotionally connected to them, they become more committed, motivated, and
productive. This alignment benefits both employees and organizations by creating

a strong, cooperative, and goal-oriented work environment.

9.5 Engagement measurement models

Employee engagement measurement models and surveys are important tools
used by organizations to evaluate the level of employee commitment, involvement,
motivation, and emotional connection toward the organization. Employee
engagement plays a major role in improving productivity, job satisfaction, employee
retention, teamwork, and organizational performance. Therefore, organizations
regularly measure employee engagement to understand employee attitudes, identify
workplace issues, and develop strategies for improvement. Engagement
measurement helps management determine whether employees feel satisfied, valued,

motivated, and committed to organizational goals.

Employee engagement measurement models are structured frameworks that
help organizations assess engagement levels through different factors such as job
satisfaction, communication, leadership, work environment, recognition, career
development, and employee relationships. These models provide systematic
methods for understanding employee behaviour and workplace experiences.
Different organizations may use different models depending on their business needs,

workforce size, and organizational culture.

One widely used engagement measurement model is the Gallup Q12 Model.
This model includes twelve important questions designed to measure employee
engagement. The questions focus on employee expectations, recognition, support,
opportunities for growth, teamwork, communication, and workplace relationships.
According to the Gallup model, employees become highly engaged when they
clearly understand their roles, receive recognition for good work, have opportunities
to learn and grow, and feel connected to the organization. Organizations use this
model to identify strengths and weaknesses in employee engagement and improve
workplace conditions. Another important engagement model is the Aon Hewitt
Engagement Model. This model measures employee engagement through three
major factors called "Say, Stay, and Strive." "Say" refers to employees speaking

positively about the organization, "Stay" refers to employees wanting to remain
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with the organization, and "Strive" refers to employees putting extra effort into their
work. This model helps organizations understand employee loyalty, commitment,
and willingness to contribute toward organizational success. It also identifies areas
that require improvement, such as leadership, communication, rewards, or career

opportunities.

The Job Demands and Resources Model is also commonly used to measure
engagement. According to this model, employee engagement depends on the
balance between job demands and available resources. Job demands include
workload, pressure, and responsibilities, while resources include management
support, training, recognition, career opportunities, and work-life balance.
Employees become more engaged when organizations provide adequate support
and resources to manage job demands effectively. This model helps organizations

reduce stress and improve employee well-being and motivation.

The Utrecht Work Engagement Model is another important framework used
for measuring engagement. This model measures engagement through three elements:
vigour, dedication, and absorption. Vigor refers to energy and enthusiasm at work,
dedication refers to commitment and involvement, and absorption refers to complete
concentration on work activities. Employees who score highly in these areas are
considered highly engaged. Organizations use this model to understand employee

motivation and emotional attachment toward work.

Employee engagement surveys are one of the most effective methods used
to measure engagement levels within organizations. These surveys collect employee
opinions, feedback, and perceptions regarding different aspects of the workplace.
Engagement surveys generally include questions related to leadership,
communication, recognition, teamwork, career growth, compensation, training,
work environment, and employee satisfaction. Surveys may be conducted annually,
quarterly, or periodically depending on organizational needs. Employee engagement
surveys can be conducted through online questionnaires, printed forms, interviews,
or feedback systems. Anonymous surveys are often preferred because employees
feel more comfortable sharing honest opinions without fear of negative consequences.
Organizations analyse survey responses to identify employee concerns, workplace

problems, and areas needing improvement.

Effective engagement surveys provide several benefits to organizations. They
help management understand employee expectations, improve communication, and

strengthen relationships between employees and leadership. Surveys also help



organizations identify factors affecting employee motivation, productivity, and
retention. Based on survey results, organizations can introduce better policies, training
programs, reward systems, and employee welfare initiatives. However, engagement
measurement and surveys must be conducted carefully. Employees may lose trust
if organizations collect feedback but fail to take action on survey results. Survey
questions should be clear, relevant, and unbiased to ensure accurate responses.
Management should communicate survey findings openly and implement necessary
improvements based on employee feedback. Continuous monitoring and follow-
up are essential for maintaining employee trust and improving engagement levels

over time.

Technology has also improved employee engagement measurement methods.
Many organizations now use digital survey platforms, data analytics, mobile
applications, and employee feedback tools to measure engagement more efficiently.
Real-time feedback systems help organizations quickly identify employee concerns

and respond effectively.

Thus, engagement measurement models and surveys are essential tools for
understanding employee attitudes, commitment, and workplace experiences.
Models such as Gallup Q12, Aon Hewitt, Job Demands and Resources, and Utrecht
Work Engagement help organizations measure different aspects of engagement
systematically. Employee engagement surveys provide valuable feedback that
supports better decision-making, improved employee satisfaction, and stronger
organizational performance. Organizations that regularly measure and improve
employee engagement create motivated, productive, and loyal workforces capable

of achieving long-term business success.

9.6 Psychological contract and employee commitment

Psychological contract and employee commitment are important concepts
in human resource management that influence employee behaviour, motivation,
loyalty, and organizational performance. A psychological contract refers to the
unwritten expectations, beliefs, and mutual obligations between employees and
employers. Unlike formal employment contracts, psychological contracts are not
written documents. They are based on trust, understanding, promises, and
perceptions regarding what employees expect from the organization and what the

organization expects from employees in return.

Employees generally expect fair compensation, job security, career growth

opportunities, recognition, support, respectful treatment, and a positive work
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environment from the organization. At the same time, organizations expect employees
to work honestly, perform efficiently, remain loyal, follow organizational rules, and
contribute toward business success. When both employees and employers fulfil
these mutual expectations, a strong psychological contract develops, creating trust

and positive relationships within the workplace.

Employee commitment refers to the emotional attachment, loyalty, and
dedication employees feel toward the organization. Committed employees identify
with organizational goals and are willing to put extra effort into their work. They
prefer to remain with the organization for a longer period and contribute actively
toward organizational success. Employee commitment is essential because
committed employees usually show higher productivity, better performance, lower

absenteeism, and stronger workplace relationships.

The psychological contract plays a major role in developing employee
commitment. When organizations fulfil employee expectations regarding rewards,
recognition, career development, communication, and fair treatment, employees
feel valued and respected. This strengthens trust and emotional attachment toward
the organization. Employees become more motivated, satisfied, and committed
because they believe the organization cares about their well-being and professional
growth. On the other hand, violation of the psychological contract may negatively
affect employee commitment. Employees may feel disappointed or betrayed if
organizations fail to fulfil promises related to promotions, salary increases, job
security, or work conditions. Psychological contract breaches often lead to
dissatisfaction, stress, reduced motivation, low morale, and employee turnover.
Employees may lose trust in management and reduce their level of commitment

and performance.

Effective communication and transparency are important for maintaining a
healthy psychological contract. Organizations should clearly communicate
expectations, responsibilities, and organizational policies to employees. Managers
should provide regular feedback, recognition, and support to maintain employee
trust and satisfaction. Fair treatment, equal opportunities, and employee participation
in decision-making also strengthen psychological contracts and improve employee

commitment.

Leadership and organizational culture also influence psychological contracts
and employee commitment. Supportive leadership, teamwork, respect, and positive

workplace relationships help employees feel emotionally connected to the



organization. Training, career development opportunities, and employee welfare
programs further increase employee trust and loyalty. In conclusion, psychological
contract and employee commitment are closely connected concepts that significantly
affect organizational success. A strong psychological contract creates trust,
satisfaction, and positive relationships between employees and employers, which

increases employee commitment and motivation.

9.7 Strategic retention management

Strategic retention management refers to the planned and systematic efforts
made by organizations to retain talented, skilled, and valuable employees for a
long period. It involves developing policies, strategies, and work practices that
improve employee satisfaction, motivation, loyalty, and commitment toward the
organization. The main purpose of strategic retention management is to reduce
employee turnover and maintain a stable and productive workforce. In modern
organizations, retaining experienced and skilled employees is very important because
employees are considered valuable assets who contribute to organizational growth,

innovation, customer satisfaction, and competitive advantage.

Strategic retention management focuses not only on preventing employees
from leaving the organization but also on creating a positive work environment
where employees feel respected, valued, and motivated. Organizations use various
retention strategies such as fair compensation, career development opportunities,
employee recognition, work-life balance, training programs, supportive leadership,

and healthy workplace relationships to improve employee loyalty and engagement.

Strategic retention management is important because high employee turnover
creates several problems for organizations. Frequent employee resignations increase
recruitment, selection, training, and replacement costs. It also reduces productivity
and affects teamwork and organizational stability. Retaining skilled employees helps
organizations maintain experience, knowledge, and efficiency within the workplace.
Employees who stay longer in the organization understand organizational culture,

work processes, and customer needs more effectively.

Retention management also improves employee morale and motivation.
Employees feel more secure and satisfied when organizations focus on their growth
and well-being. This increases organizational commitment and reduces absenteeism
and dissatisfaction. Effective retention strategies also improve organizational
reputation because organizations with low turnover rates are often viewed as better

employers in the labour market.
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Objectives of Strategic Retention Management

One major objective of strategic retention management is to reduce employee
turnover by increasing employee satisfaction and loyalty. Organizations aim to create
conditions that encourage employees to remain with the company for a longer
period. Another objective is to retain talented and experienced employees who
contribute significantly toward organizational success. Strategic retention
management also focuses on improving employee engagement, motivation,
productivity, and commitment. Organizations also aim to develop positive workplace
relationships and create opportunities for employee growth and career advancement.
Providing training, promotions, recognition, and fair compensation help employees
feel valued and secure. Retention management also supports organizational stability

and long-term business growth by maintaining a skilled and experienced workforce.

Organizations use different strategies to improve employee retention. Fair
and competitive compensation is one of the most important retention strategies
because employees expect proper rewards for their work and contribution.
Performance-based incentives, bonuses, and employee benefits also increase

satisfaction and loyalty.

Career development opportunities such as training, promotions, mentoring,
and skill development programs encourage employees to continue working with
the organization. Employees are more likely to remain in organizations that support

their professional growth.

Work-life balance is another important retention strategy. Flexible working
hours, leave policies, employee wellness programs, and supportive work
environments help employees manage personal and professional responsibilities
effectively. Organizations that care about employee well-being generally achieve
higher retention rates. Recognition and appreciation also improve retention.
Employees feel motivated when their efforts and achievements are recognized by
management. Positive workplace culture, teamwork, communication, and supportive

leadership further strengthen employee commitment and loyalty.
Challenges in Retention Management

Organizations may face several challenges in retention management.
Competition from other organizations offering better salaries and benefits can attract
skilled employees away from the organization. Lack of career growth opportunities,

poor management practices, workplace stress, unfair treatment, and low



compensation may also increase employee turnover. Changing employee
expectations and workforce diversity create additional challenges for organizations.
Employees today expect flexibility, career development, recognition, and meaningful
work. Organizations must continuously improve their retention strategies to meet
these changing expectations. Strategic retention management is an essential part of
human resource management that focuses on retaining talented employees and
reducing employee turnover. It helps organizations maintain a stable, skilled, and
motivated workforce capable of achieving organizational goals effectively. Through
fair compensation, career development, employee engagement, supportive
leadership, and positive work environments, organizations can improve employee
loyalty and long-term commitment. Effective retention management supports

organizational productivity, competitiveness, and long-term business success.

9.8 High-potential employee retention strategies

High-potential employees are individuals who possess strong skills,
knowledge, leadership qualities, creativity, and the ability to contribute significantly
toward organizational growth and future success. These employees are considered
valuable assets because they often perform exceptionally well and have the potential
to take higher responsibilities in the future. Retaining high-potential employees is
very important for organizations because losing talented employees can reduce
productivity, increase recruitment costs, and weaken organizational competitiveness.
Therefore, organizations develop strategic retention strategies to keep skilled and
high-performing employees motivated, satisfied, and committed. One of the most
important retention strategies is providing fair and competitive compensation. High-
potential employees expect salaries and benefits that match their skills, performance,
and market value. Organizations that offer attractive compensation packages,
performance incentives, bonuses, profit-sharing plans, and employee benefits are
more successful in retaining talented employees. Competitive compensation makes
employees feel valued and reduces the chances of them leaving for better

opportunities in other organizations.

Career development and growth opportunities are also major retention
strategies for high-potential employees. Talented employees prefer organizations
that provide opportunities for learning, promotions, leadership development, and
career advancement. Organizations can retain such employees by offering training
programs, mentoring, workshops, skill development courses, and succession

planning opportunities. Employees who see clear career growth within the
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organization are more likely to remain loyal and committed. Recognition and
appreciation are equally important for retaining high-potential employees. Employees
feel motivated when their hard work, creativity, and achievements are recognized
by management. Organizations can use awards, appreciation programs, public
recognition, promotions, and performance-based rewards to encourage talented
employees. Recognition improves employee confidence, morale, and emotional

attachment toward the organization.

Another important strategy is creating a positive and supportive work
environment. High-potential employees generally prefer workplaces that encourage
teamwork, innovation, communication, respect, and employee participation.
Supportive leadership and healthy relationships with managers and coworkers
increase employee satisfaction and commitment. Organizations that maintain fairness,
transparency, and trust create a work culture where talented employees feel
comfortable and motivated. Work-life balance also plays a major role in retaining
high-potential employees. Employees may experience stress and burnout if
organizations place excessive pressure on them. Flexible working hours, remote
work options, wellness programs, leave policies, and employee support systems
help employees balance personal and professional responsibilities effectively.
Organizations that care about employee well-being often achieve higher retention

rates.

Employee engagement is another important retention strategy. Engaged
employees feel emotionally connected to organizational goals and activities.
Organizations can improve engagement by involving employees in decision-making,
encouraging innovation, and maintaining open communication. Employees who feel
their opinions are respected become more loyal and committed to the organization.
Leadership and management practices also influence retention of high-potential
employees. Managers should provide regular feedback, guidance, coaching, and
support to talented employees. Effective leadership builds trust and motivates
employees to achieve higher performance levels. Poor leadership and lack of

support may force skilled employees to leave the organization.

Organizations should also provide meaningful and challenging work
assignments to high-potential employees. Talented employees often seek
opportunities to use their abilities, solve problems, and contribute creatively.
Challenging projects increase learning opportunities and job satisfaction, which

improve retention.



9.9 Employer branding and Employee Value Proposition (EVP)

Employer branding and Employee Value Proposition (EVP) are important
concepts in modern human resource management that help organizations attract,
engage, and retain talented employees. In today's competitive business environment,
organizations must create a strong reputation as desirable employers to attract
skilled professionals and maintain employee loyalty. Employer branding and EVP
play a major role in shaping employee perceptions, improving organizational image,

and building a motivated workforce.

Employer branding refers to the image, reputation, and identity of an
organization as an employer in the eyes of current employees, job seekers, and the
labour market. It represents how employees and potential candidates view the
organization's work culture, values, compensation, career opportunities, leadership,
and work environment. A strong employer brand helps organizations become
attractive workplaces where talented individuals want to work and build their

carcers.

Organizations develop employer branding through positive workplace culture,
fair compensation, employee welfare programs, career development opportunities,
strong leadership, ethical practices, and effective communication. Employer branding
is also influenced by employee experiences, customer opinions, organizational
reputation, and social media presence. Employees who are satisfied with their jobs
often speak positively about the organization, which strengthens employer branding

in the labour market.

A strong employer brand provides several benefits to organizations. It helps
attract talented and skilled employees by creating a positive organizational image.
Organizations with good employer branding generally receive more job applications
from qualified candidates. Employer branding also improves employee retention
because employees feel proud to work for well-respected organizations. It reduces
recruitment costs and helps organizations maintain a competitive advantage in the
labour market. In addition, strong employer branding improves employee

engagement, motivation, and organizational loyalty.

Employee Value Proposition, commonly called EVP, refers to the total value
and benefits employees receive in exchange for their skills, performance, and
contribution to the organization. EVP includes both financial and non-financial

rewards offered by the organization. Financial rewards may include salaries,
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bonuses, incentives, insurance, retirement benefits, and allowances. Non-financial
rewards include career growth opportunities, recognition, training, flexible work
arrangements, supportive leadership, positive work culture, and work-life balance.
EVP represents the promises and benefits organizations offer to employees to
attract and retain talent. It explains why employees should join the organization
and continue working there. A strong EVP helps organizations differentiate
themselves from competitors in the job market. Employees are more likely to remain
loyal to organizations that provide valuable career opportunities, fair rewards, and

supportive work environments.

Employer branding and EVP are closely connected. Employer branding
communicates the organization's reputation and image, while EVP provides the
actual benefits and experiences employees receive. A positive EVP strengthens
employer branding because satisfied employees share positive experiences with
others. Similarly, strong employer branding helps organizations communicate their

EVP more effectively to potential employees.

Organizations must regularly review and improve their EVP according to
changing employee expectations and market conditions. Modern employees often
expect flexible work environments, career development, recognition, diversity,
inclusion, and employee well-being programs. Organizations that fail to meet these

expectations may struggle to attract and retain talented employees.

9.10 Work-life balance and well-being strategies

Work-life balance and employee well-being strategies are important aspects
of modern human resource management that focus on maintaining a healthy balance
between employees' professional responsibilities and personal lives. Work-life
balance refers to the ability of employees to manage work duties along with
personal, family, social, and health-related responsibilities effectively. Employee
well-being refers to the physical, mental, emotional, and social health of employees
within the workplace. Organizations today recognize that employees perform better
when they experience less stress, better health, and greater satisfaction in both

personal and professional life.

Work-life balance is important because excessive workload, long working
hours, workplace pressure, and lack of personal time can lead to stress, burnout,
dissatisfaction, and reduced productivity. Employees who are unable to maintain

balance between work and personal life may experience mental and physical health



problems, lower motivation, and poor job performance. Therefore, organizations
implement work-life balance strategies to improve employee satisfaction, morale,

productivity, and retention.

One major work-life balance strategy is flexible working arrangements.
Organizations provide flexible working hours, remote work opportunities,
compressed workweeks, and hybrid work models to help employees manage
their responsibilities more effectively. Flexible work arrangements allow employees
to balance family needs, personal commitments, and professional duties comfortably.
Employees generally feel more satisfied and motivated when organizations provide
flexibility in work schedules. Leave policies are another important strategy for
maintaining work-life balance. Paid leave, maternity leave, paternity leave, sick
leave, vacation leave, and personal leave help employees manage health and family
responsibilities without stress. Employees feel secure and valued when organizations

support them during personal or family emergencies.

Employee wellness programs are also important well-being strategies.
Organizations often provide health checkups, fitness programs, counselling services,
stress management workshops, yoga sessions, and mental health support to improve
employee well-being. These programs help employees maintain physical and
emotional health, reduce stress, and improve workplace morale. Healthy employees
generally show better productivity, concentration, and job satisfaction. Supportive
leadership and positive workplace culture also contribute to employee well-being.
Managers who understand employee needs, provide emotional support, encourage
communication, and maintain respectful relationships help reduce workplace stress
and improve employee confidence. A positive work environment with teamwork,
cooperation, and fairness creates greater employee satisfaction and emotional well-

being.

Training and awareness programs regarding stress management, time
management, and healthy lifestyles also support work-life balance and well-being.
Employees who learn how to manage workload and personal responsibilities
effectively can maintain better emotional stability and productivity. Organizations
also promote employee engagement and recognition as part of well-being strategies.
Employees who feel appreciated and involved in organizational activities often
experience greater job satisfaction and lower stress levels. Recognition programs,
career development opportunities, and employee participation in decision-making

improve motivation and emotional connection with the organization.
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Work-life balance and well-being strategies provide several benefits to
organizations. They improve employee morale, job satisfaction, productivity, loyalty,
and retention. Employees who experience better work-life balance are less likely
to suffer from burnout, absenteeism, and health problems. Organizations also benefit
from improved teamwork, stronger organizational culture, and better overall
performance. Work-life balance and well-being strategies are essential for creating
healthy, satisfied, and productive employees. Organizations that support employee
well-being through flexible work arrangements, wellness programs, supportive
leadership, and positive workplace environments improve employee satisfaction,
engagement, and long-term commitment. Effective work-life balance strategies
contribute significantly toward organizational success, employee retention, and

overall workforce stability in today's competitive business environment.

9.11 Managing Employee Burnout and Stress Strategically

Employee burnout and workplace stress are major challenges faced by
modern organizations. Burnout refers to physical, mental, and emotional exhaustion
caused by excessive workload, continuous pressure, long working hours, and lack
of support. Stress occurs when employees feel unable to handle workplace
demands and responsibilities effectively. If burnout and stress are not managed
properly, they can reduce employee productivity, job satisfaction, motivation, and
overall organizational performance. Therefore, organizations must manage employee
burnout and stress strategically to maintain a healthy, motivated, and productive

workforce.

One of the most important strategies for managing burnout and stress is
maintaining a healthy work-life balance. Organizations should avoid overloading
employees with excessive work and unrealistic deadlines. Flexible working hours,
remote work options, leave policies, and proper scheduling help employees manage
personal and professional responsibilities effectively. Employees who receive

adequate rest and personal time are generally less stressed and more productive.

Supportive leadership and management practices also play an important
role in reducing employee stress. Managers should communicate openly with
employees, understand their concerns, and provide emotional and professional
support. Employees feel more comfortable and confident when leaders are
approachable and supportive. Regular feedback, encouragement, and recognition
help reduce pressure and improve employee morale. Managers should also avoid

creating unnecessary fear, pressure, or unhealthy competition within the workplace.



Workplace communication is another important factor in stress management. Lack
of communication often creates confusion, misunderstandings, and anxiety among
employees. Organizations should maintain clear communication regarding job
expectations, organizational changes, responsibilities, and performance standards.
Employees who clearly understand their roles and objectives experience lower

stress levels and greater confidence.

Employee wellness programs are widely used by organizations to manage
burnout and stress. Many organizations provide counselling services, mental health
support, yoga sessions, meditation programs, fitness activities, and stress
management workshops. These programs help employees maintain emotional
balance, physical health, and mental well-being. Wellness initiatives also show that
the organization cares about employee health and personal welfare. Training and
development programs also support stress management. Employees who receive
proper training feel more capable of handling job responsibilities and workplace
challenges. Time management training, communication skills, conflict management,
and problem-solving workshops help employees work more efficiently and
confidently. Skilled employees generally experience less stress because they are
better prepared to manage their duties. Creating a positive work environment is
another important strategy. Organizations that encourage teamwork, cooperation,
respect, fairness, and employee participation reduce workplace tension and
conflicts. Employees feel emotionally secure in positive work cultures where they
are respected and valued. Healthy workplace relationships improve morale and
reduce emotional exhaustion. Recognition and rewards also help reduce employee
burnout. Employees who feel appreciated for their efforts often remain motivated
and emotionally connected to the organization. Fair compensation, incentives,
appreciation programs, and career growth opportunities increase employee

satisfaction and reduce frustration and dissatisfaction.

Organizations should also regularly monitor employee stress levels through
surveys, feedback systems, and communication sessions. Early identification of
stress-related problems helps management take corrective actions before burnout
becomes severe. Employees should feel comfortable discussing work-related
pressure and personal concerns with management. High workloads and continuous
pressure can negatively affect both employees and organizations if not managed
properly. Strategic stress and burnout management improves employee well-being,

motivation, productivity, engagement, and retention. Employees who feel supported
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and valued are more likely to maintain positive attitudes, perform effectively, and

contribute actively toward organizational goals.

9.12 Exit management

Exit management is the process of planning and managing the conclusion of
a business relationship, project, outsourcing agreement, contract, or employee
association in an organized and systematic manner. The main purpose of exit
management is to ensure that the transition takes place smoothly without causing
disruption to the organization's operations, services, or productivity. It is an important
part of business and organizational management because every partnership or
contract eventually comes to an end, and improper handling of the exit process can
create financial, operational, and legal problems. Therefore, organizations develop
clear exit strategies to minimize risks and maintain continuity during the transition

period.

The process of exit management begins with proper planning. Organizations
identify the activities that must be completed before the relationship or contract is
terminated. This includes setting timelines, assigning responsibilities, and assessing
potential risks associated with the exit. One ofthe most important elements of exit
management is knowledge transfer. Employees, vendors, or service providers may
possess critical information, technical expertise, or operational procedures that are
necessary for the organization's continued functioning. During the exit process, this
knowledge must be documented and transferred to new employees, teams, or

service providers to avoid disruption.

Another major activity in exit management is the return and protection of
organizational assets. Employees or vendors may have access to company property,
confidential documents, software systems, or sensitive customer information. Exit
management ensures that all physical and digital assets are returned, system access
is revoked, and confidential data is protected from misuse or unauthorized access.
This step is especially important in today's digital environment where data security
and privacy are major concerns for organizations. Exit management also involves
completing all contractual and legal obligations. Outstanding payments, penalties,
agreements, and compliance requirements must be settled before the relationship
officially ends. In many organizations, transition support is provided for a temporary
period so that the new employee or vendor can take over responsibilities efficiently.
Proper communication between all parties is also essential to maintain trust and

avoid misunderstandings during the transition.



Effective exit management provides many benefits to organizations. It helps

maintain business continuity, reduces operational risks, protects intellectual property

and confidential information, and prevents legal disputes. It also helps organizations

maintain a professional reputation and ensures smooth future collaborations with

other partners or service providers. In conclusion, exit management is a crucial

business process that ensures an organized and secure transition whenever a business

relationship, project, or employment arrangement comes to an end.

Exercises :

Q.1 Answer the following questions in detail:

1.

Explain the importance of employee engagement in modern organizations.
Discuss its impact on productivity, employee satisfaction, and

organizational performance.

Describe the major drivers of employee engagement. How do leadership,
communication, and recognition influence employee motivation and

commitment?

Explain how employee engagement can be linked with organizational
strategy. Discuss the role of leadership and organizational culture in this

process.

Discuss the different employee engagement measurement models and
surveys used by organizations. Explain the features of the Gallup Q12
Model and Aon Hewitt Engagement Model.

What is strategic retention management? Explain its objectives,
importance, and various employee retention strategies used by

organizations.

Explain work-life balance and employee well-being strategies. How do
these strategies help in reducing employee burnout and improving

organizational performance?

Q.2 Briefly answer the following questions: .

1.
2.

Define employee engagement.
What is a psychological contract?
State any four benefits of strategic retention management.

What is Employee Value Proposition (EVP)?
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Q.3 Multiple Choice Questions (MCQs)

1. Employee engagement mainly refers to:
a) Employee punishment
b) Emotional commitment toward work
c) Employee resignation
d) Financial auditing
Answer: b) Emotional commitment toward work
2.  Which of'the following is a driver of employee engagement?
a) Poor communication b) Lack ofrecognition
c) Supportive leadership d) Workplace conflict
Answer: ¢) Supportive leadership
3. The Gallup Q12 Model is used for:
a) Marketing analysis
b) Financial planning
c) Measuring employee engagement
d) Production management
Answer: ¢) Measuring employee engagement
4. Employee retention management mainly focuses on:
a) Increasing employee turnover b) Retaining talented employees
¢) Reducing salaries d) Closing departments
Answer: b) Retaining talented employees
5. Psychological contract refers to:
a) Written legal agreement
b) Taxpolicy
c) Unwritten expectations between employer and employee
d) Insurance contract

Answer: c¢) Unwritten expectations between employer and

employee
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11.
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Which of'the following improves work-life balance?

a) Excessive workload b) Flexible working hours

c) Workplace conflicts d) Long overtime hours
Answer: b) Flexible working hours

Burnout is mainly caused by:

a) Proper rest b) Healthy communication
c) Excessive stress and workload d) Employee recognition
Answer: ¢) Excessive stress and workload

EVP stands for:

a) Employee Value Proposition  b) Employee Verification Process
c) Employer Vision Plan d) Executive Value Program
Answer: a) Employee Value Proposition

Which model measures engagement through "Say, Stay, and Strive"?
a) Gallup Model b) Aon Hewitt Model

c) Herzberg Model d) Maslow Model

Answer: b) Aon Hewitt Model

A positive work environment helps to:

a) Increase stress b) Reduce teamwork

c) Improve employee engagementd) Increase turnover
Answer: ¢) Improve employee engagement

Exit management mainly ensures:

a) Sudden termination without planning

b) Smooth transition and continuity

¢) Reduction in communication

d) Elimination ofemployees

Answer: b) Smooth transition and continuity

159



Strategic HRM

12.

13.

14.

15.

160

Which of'the following is part of exit management?

a) Datasecurity b) Market research
¢) Product pricing d) Sales promotion
Answer: a) Data security

Employee engagement surveys are used to:

a) Increase taxes

b) Measure employee attitudes and satisfaction

¢) Reduce training

d) Audit financial records

Answer: b) Measure employee attitudes and satisfaction
High-potential employees are employees who:

a) Avoidresponsibilities

b) Have strong future leadership and performance abilities
c) Frequently remain absent

d) Work temporarily

Answer: b) Have strong future leadership and performance
abilities

Recognition and rewards help organizations to:

a) Reduce motivation

b) Increase employee dissatisfaction

c) Improve employee morale and retention

d) Increase employee stress

Answer: ¢) Improve employee morale and retention

***************@



Unit : 10
Strategic Industrial Relations and Labor Management

10.1 Introduction

10.2 Role of SHRM in Industrial Relations

10.3 Collective Bargaining Strategies

10.4 Conflict Management Approaches

10.5 Labor Laws and Compliance

10.6 Managing Discipline and Grievances

10.7 Industrial Harmony Strategies

10.8 Impact of Globalization on Labour Relations

> Exercise

10.1 Introduction

Strategic Industrial Relations and Labor Management refers to the systematic
management of relationships between employers, employees, trade unions, and
the government to maintain industrial peace and organizational efficiency. It focuses
on creating a healthy work environment through effective communication,
cooperation, collective bargaining, and conflict resolution. In modern industries,
labour is considered one of the most valuable resources, and maintaining positive

relations with workers is essential for productivity and growth.

Industrial relations involve policies, laws, and practices that regulate
employment conditions, wages, working hours, employee welfare, and dispute
settlement. Labor management aims to balance organizational goals with employee
satisfaction by promoting fairness, motivation, and participation in decision-making.
Strategic approaches emphasize long-term planning, employee engagement, skill
development, and adapting labour policies to changing economic and technological

conditions.

Good industrial relations reduce strikes, lockouts, absenteeism, and labour
turnover, thereby improving productivity and profitability. On the other hand, poor
labour relations can lead to conflicts and financial losses. Therefore, organizations
today consider strategic labour management as an important part of human resource

management and sustainable industrial development.
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10.2 Role of SHRM in industrial relations

Strategic Human Resource Management (SHRM) plays a vital role in
maintaining healthy industrial relations within an organization. Industrial relations
refer to the relationship between employers, employees, trade unions, and the
government, while SHRM focuses on aligning human resource policies with the
strategic goals of the organization. By integrating employee welfare with
organizational objectives, SHRM helps create a productive, cooperative, and

conflict-free work environment.

One ofthe primary roles of SHRM in industrial relations is developing fair
and effective HR policies. These policies include recruitment, training, compensation,
promotion, performance appraisal, and employee welfare programs. Fair treatment
and equal opportunities increase employee satisfaction and reduce dissatisfaction
among workers. When employees feel valued and respected, the chances of

industrial disputes and conflicts decrease significantly.

SHRM also promotes effective communication between management and
employees. Open communication helps workers express their concerns,
suggestions, and grievances freely. Through regular meetings, feedback systems,
counselling, and employee engagement programs, SHRM ensures transparency
and trust within the organization. Effective communication prevents

misunderstandings and supports harmonious industrial relations.

Another important role of SHRM is grievance handling and conflict resolution.
Employee complaints related to wages, working conditions, promotions, or
disciplinary actions can create tension if not addressed properly. SHRM establishes
grievance redressal mechanisms and encourages peaceful settlement of disputes
through negotiation, mediation, and collective bargaining. This helps maintain

industrial peace and organizational stability.

SHRM works closely with trade unions and employee representatives to
develop cooperative relationships. Instead of viewing unions as opponents, modern
SHRM encourages partnership and participation. It supports collective bargaining
processes and ensures that agreements between management and workers are
implemented fairly. This cooperation helps reduce strikes, lockouts, and labour

unrest.

Compliance with labour laws and regulations is another significant



responsibility of SHRM. It ensures that the organization follows labour legislation
related to wages, safety, working hours, social security, and employee rights. Legal
compliance protects both employers and employees and helps maintain ethical

industrial practices.

In the modern business environment, organizations face rapid technological
changes, globalization, and workforce diversity. SHRM helps manage these changes
strategically by providing training, reskilling, and employee development programs.
It also promotes teamwork, leadership development, and work-life balance to

improve employee morale and productivity.

SHRM also encourages employee participation in decision-making processes.
When employees are involved in organizational activities and policy formulation,
they develop a sense of belonging and commitment toward the organization. This
participation strengthens trust and cooperation between labour and management.
Overall, SHRM plays a crucial role in building strong industrial relations by promoting
fairness, communication, employee welfare, legal compliance, and conflict resolution.
It acts as a bridge between management and employees, helping organizations

achieve both productivity and industrial harmony.

10.3 Collective Bargaining Strategies

Collective bargaining strategies are the methods used by employers and
employees or trade unions during negotiations to solve workplace issues and reach
agreements. These strategies help maintain good industrial relations and avoid
disputes between management and workers. Through collective bargaining, both
parties discuss important matters such as wages, working conditions, working hours,

promotions, incentives, and employee welfare.

One of the most common strategies is the cooperative strategy. In this
approach, management and employees work together with mutual understanding
and respect. Both sides try to find solutions that are beneficial for everyone. This
strategy creates trust, improves communication, and helps maintain industrial peace.
Cooperative bargaining is considered a positive and effective approach in modern

organizations.

Another strategy is the competitive strategy. In this method, both management
and trade unions try to protect their own interests strongly. Employers may try to

reduce costs, while employees demand higher wages and better benefits. This
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strategy may lead to arguments and pressure during negotiations, but it is often

used when both sides have different goals.

The compromise strategy is also widely used in collective bargaining. In this
approach, both parties give up some demands to reach a final agreement.
Management and employees understand that complete satisfaction may not be
possible, so they make adjustments for the benefit ofthe organization and workers.

This strategy helps in quick settlement of disputes and avoids strikes or lockouts.

Another important strategy is the problem-solving strategy. Here, both parties
identify the main issue and discuss practical solutions together. Instead of blaming
each other, management and employees focus on solving the problem through
discussion and cooperation. This strategy improves relationships and creates a

healthy work environment.

The participative strategy encourages employees to take part in decision-
making processes. Workers are given opportunities to express their opinions and
suggestions during negotiations. Employee participation increases motivation, trust,
and commitment toward the organization. It also reduces misunderstandings and

conflicts.

Successful collective bargaining depends on good communication, trust,
patience, and willingness to cooperate. Both employers and employees should
clearly understand their responsibilities and respect each other's viewpoints. Proper
bargaining strategies help organizations maintain industrial harmony, improve

productivity, and increase employee satisfaction.

Overall, collective bargaining strategies are essential for maintaining healthy
relationships between management and workers. They help organizations solve
disputes peacefully and create a positive working environment for long-term growth

and stability.

10.4 Conflict Management Approaches

Conflict management refers to the methods and techniques used to control,
reduce, and resolve disagreements or disputes within an organization. In industrial
relations, conflicts may arise between employees and management due to differences
in wages, working conditions, job responsibilities, communication problems, or
personal issues. Proper conflict management is important for maintaining industrial

peace, improving employee relations, and increasing organizational productivity.



Avoidance Approach

The avoidance approach is a conflict management method in which individuals
or groups try to avoid dealing with a conflict directly. In this approach, the
parties involved ignore the issue, delay discussion, or stay away from situations
that may create arguments or tension. The main aim of avoidance is to maintain

temporary peace and prevent emotional confrontation.

This approach is usually used when the conflict is minor or when the issue is
not very important. Sometimes employees or managers may avoid conflict
because they need more time to think about the situation or collect proper
information before making a decision. It is also useful when emotions are high
and immediate discussion may worsen the problem. By delaying action, both

parties may calm down and become ready for peaceful discussion later.

In industrial relations, managers may use avoidance when disputes between
workers are temporary and likely to disappear naturally. Employees may
also avoid confrontation with supervisors to maintain workplace harmony.
For example, if two workers disagree over a small task allocation,
management may decide not to interfere immediately and allow them to
solve the issue themselves. Although the avoidance approach may reduce
stress temporarily, it is not always an effective long-term solution. Ignoring
conflicts for a long period may create misunderstandings, frustration, and
dissatisfaction among employees. Small problems may grow into major
disputes if they are not addressed at the right time. Continuous avoidance

can also weaken communication and reduce trust within the organization.

The avoidance approach is most effective when the issue is unimportant,
when there is no immediate solution available, or when the conflict may
resolve naturally over time. However, organizations should not depend on
this approach for serious matters related to wages, discipline, safety, or
employee rights. The avoidance approach helps reduce immediate tension
and emotional conflict in the workplace. When used carefully and at the right
time, it can support industrial peace and stability. However, proper
communication and timely action are necessary to prevent unresolved issues

from becoming larger organizational problems.
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Accommodation Approach

The accommodation approach is a conflict management method in which
one party sacrifices its own interests or demands to satisfy the other party
and maintain peace. The main objective of this approach is to preserve good
relationships, cooperation, and harmony within the organization. In industrial
relations, accommodation is often used when maintaining teamwork and

workplace stability is considered more important than winning a disagreement.

Under this approach, employees or management may willingly accept the
opinions, decisions, or demands of the other side to avoid arguments and
conflicts. For example, a manager may agree to minor employee demands
related to working hours or leave policies to maintain positive employee
relations. Similarly, employees may accept management decisions during

difficult business situations to support organizational stability.

The accommodation approach is useful when one party realizes that the
issue is more important to the other side. It is also helpful when maintaining
long-term relationships is necessary. This method creates goodwill, trust,
and cooperation between management and workers. Employees feel
respected when their concerns are accepted, which improves morale and

job satisfaction.

In some situations, accommodation helps reduce workplace tension quickly
and prevents conflicts from becoming serious disputes. It also supports
smooth communication and encourages teamwork. Organizations that use

this approach properly can create a positive and supportive work environment.

However, excessive accommodation may create problems. If one party
continuously sacrifices its interests, it may feel ignored or undervalued.
Employees who always compromise may lose motivation and confidence,
while management that always accepts employee demands may face
difficulties in maintaining discipline and productivity. Therefore,

accommodation should be used carefully and only when necessary.

This approach is most effective when the issue is small, when peace and
cooperation are more important than personal gain, or when one party is

willing to maintain harmony for long-term benefits. It may not be suitable for



major disputes involving wages, safety, or organizational policies. The
accommodation approach helps organizations maintain industrial harmony
and healthy relationships. By encouraging understanding, patience, and

cooperation, it contributes to a peaceful and stable working environment.
Competition Approach

The competition approach is a conflict management method in which one
party tries to achieve its goals and interests without giving much importance
to the concerns of the other party. This approach is based on power, authority,
and strong decision-making. In industrial relations, both management and
employees may use competition to protect their rights and demands during

disputes or negotiations.

Under this approach, management may use rules, policies, or authority to
enforce decisions, while employees or trade unions may use pressure tactics,
protests, or strikes to achieve their objectives. The focus is mainly on winning
the conflict rather than finding a mutually beneficial solution. For example,
management may refuse employee demands for wage increases to control
costs, while workers may strongly demand better salaries and threaten

mdustrial action.

The competition approach is useful when quick decisions are required or
when important organizational policies and discipline must be protected. It is
also appropriate in emergency situations where management cannot spend
much time on discussion or negotiation. Strong leadership and clear authority
can help organizations maintain order and productivity during difficult

situations.

This approach may provide fast results because one side takes control and
makes firm decisions. It can also help protect organizational interests when
employees make unreasonable demands. In some cases, employees may
use competitive strategies to defend their rights against unfair treatment or

unsafe working conditions.

However, the competition approach has several disadvantages. It may
increase tension, stress, and hostility between management and workers.

Employees may feel ignored or dissatisfied, which can reduce morale,
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teamwork, and trust. Frequent use of competition can damage long-term

industrial relations and lead to strikes, lockouts, and legal disputes.

This method should be used carefully and only when necessary. Organizations
should avoid depending completely on competitive behaviour because it
may create a negative work environment. Combining competition with
communication and negotiation can produce better results. The competition
approach helps organizations handle conflicts where strong action and quick
decisions are needed. Although it may achieve immediate goals, balanced
and fair use of this approach is important for maintaining industrial peace and

organizational stability.
Compromise Approach

The compromise approach is one ofthe most common and practical methods
of conflict management. In this approach, both parties involved in the conflict
agree to give up some of their demands to reach a mutually acceptable
solution. The main objective of compromise is to settle disputes peacefully
while maintaining balance between the interests of management and
employees. In industrial relations, compromise is widely used during
negotiations related to wages, working conditions, working hours, incentives,
and employee benefits. Both management and trade unions understand that
complete satisfaction for either side may not always be possible. Therefore,
they make adjustments and accept partial gains to avoid long-term disputes

and maintain industrial harmony.

For example, employees may demand a high salary increase, while
management may offer a lower amount due to financial limitations. Through
compromise, both parties may agree on a moderate salary increase that
satisfies employees while remaining affordable for the organization. This

approach helps maintain cooperation and prevents strikes or lockouts.

The compromise approach has several advantages. It helps resolve conflicts
quickly and reduces workplace tension. Since both parties participate in the
decision-making process, they feel involved and respected. Compromise
also promotes teamwork, understanding, and mutual respect between
management and employees. It creates a balanced solution that supports

both organizational goals and employee welfare. Another benefit of



compromise is that it saves time and resources. Instead of continuing
arguments or legal disputes, organizations can solve problems through
discussion and agreement. This approach is especially useful when both sides
have equal power and are willing to cooperate. However, compromise also
has some limitations. Since both parties give up part of their demands, neither
side may feel completely satisfied. In some situations, repeated compromise
may lead to weaker decisions or temporary solutions instead of solving the

root cause of the conflict.

The compromise approach is most effective when both parties are ready for
cooperation and when maintaining industrial peace is important. It encourages
flexibility and practical thinking in the workplace. Overall, the compromise
approach is an effective conflict management strategy that promotes peaceful
settlement of disputes, strengthens industrial relations, and supports

organizational stability and growth.
Collaboration Approach

The collaboration approach is a conflict management method in which both
parties work together to find a solution that satisfies everyone involved. This
approach focuses on cooperation, open communication, teamwork, and
mutual understanding. In industrial relations, collaboration is considered one
ofthe most effective methods for managing conflicts because it aims to create
long-term solutions and positive workplace relationships. Under this
approach, management and employees discuss the problem openly and
identify the root causes of the conflict. Instead of blaming each other, both
sides share ideas, listen carefully, and work together to achieve common
goals. The main objective is not to win the argument but to find a solution

that benefits both the organization and employees.

For example, ifemployees are unhappy with workload and working hours,
management and workers may hold meetings to discuss the issue. Together,
they may develop new work schedules or improve staffing arrangements
that increase employee satisfaction while maintaining productivity. This
cooperative effort improves trust and understanding between both sides.
The collaboration approach has many advantages. It encourages healthy

communication and strengthens relationships between management and
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employees. Workers feel respected and valued because their opinions and
suggestions are considered during decision-making. This increases employee

morale, motivation, and commitment toward the organization.

Collaboration also helps organizations develop creative and effective solutions
to workplace problems. Since both parties actively participate in solving
conflicts, the final decisions are usually more practical and acceptable to
everyone. This approach reduces misunderstandings, strikes, and workplace
tension. However, collaboration requires time, patience, trust, and strong
communication skills. It may not be suitable in situations where quick decisions
are necessary or when one party is unwilling to cooperate. Successful
collaboration depends on honesty, mutual respect, and willingness to work
together. Organizations that encourage collaboration usually experience better
industrial relations and higher productivity. Employees become more engaged
in organizational activities, and management gains employee support during
changes and challenges. Thus, the collaboration approach is a highly positive
and constructive method of conflict management. By promoting teamwork,
trust, and shared problem-solving, it helps organizations maintain industrial

harmony, improve employee satisfaction, and achieve long-term success.

10.5 Labor laws and compliance

Labor laws and compliance refer to the legal rules, regulations, and policies
established by the government to regulate the relationship between employers and
employees. These laws are designed to protect the rights of workers, ensure fair
treatment, maintain workplace discipline, and promote industrial peace. Labor law
compliance means that organizations follow all legal requirements related to employment,

wages, safety, working conditions, employee welfare, and industrial relations.

Labor laws play an important role in maintaining balance between the interests
of employers and employees. They provide guidelines regarding recruitment,
working hours, wages, overtime, leave, health and safety, social security, and
termination of employment. These laws prevent exploitation of workers and ensure

that employees are treated with dignity and fairness in the workplace.

One of the major objectives of labour laws is the protection of employee

rights. Workers have the right to receive fair wages, safe working conditions, equal



employment opportunities, and proper welfare facilities. Labor laws also protect
employees from discrimination, harassment, forced labour, and unfair dismissal.
By ensuring these rights, labour laws help create a secure and positive work

environment.

Compliance with labour laws is a major responsibility of every organization.
Employers must follow government regulations related to employee compensation,
working conditions, and welfare measures. Organizations are required to maintain
proper records of employee attendance, salaries, overtime, leaves, and safety
procedures. They must also provide benefits such as provident fund, gratuity, bonus,

maternity benefits, and employee insurance according to legal requirements.

In India, several important labour laws regulate industrial relations and employee

welfare.

. The Factories Act, 1948 ensures health, safety, and welfare measures for

workers employed in factories.

. The Minimum Wages Act, 1948 guarantees minimum wages for employees

in different industries.

. The Payment of Wages Act, 1936 regulates timely payment of wages without

unauthorized deductions.

. The Industrial Disputes Act, 1947 helps in resolving conflicts between

employers and employees through legal procedures.

. The Employees' Provident Fund Act, 1952 provides retirement and social

security benefits to workers.

. The Maternity Benefit Act, 1961 protects the rights of women employees

during pregnancy and maternity leave.

Labor law compliance offers many benefits to organizations. When companies
follow labour laws properly, employees feel secure, respected, and motivated.
This improves employee morale, productivity, and job satisfaction. Compliance
also helps organizations avoid legal penalties, financial losses, and damage to
reputation. Good compliance practices strengthen trust between management and

employees and reduce industrial disputes, strikes, and absenteeism.
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Human Resource Management plays an important role in labour law
compliance. HR managers ensure that organizational policies follow legal standards
and government regulations. They conduct employee training programs, maintain
employment records, monitor workplace safety, and handle employee grievances
according to labour laws. HR departments also help management understand
changes in labour legislation and implement necessary updates in organizational

policies.

In the modern business environment, labour laws continue to evolve due to
globalization, technological advancement, and changing work patterns. Organizations
must regularly review their policies and practices to remain legally compliant. Failure
to comply with labour laws may result in legal action, penalties, employee
dissatisfaction, and loss of business reputation. Overall, labour laws and compliance
are essential for maintaining fairness, discipline, employee welfare, and industrial
harmony in organizations. They protect the interests of both employers and
employees while supporting ethical business practices, productivity, and long-term

organizational growth.

10.6 Managing Discipline and Grievances

Managing discipline and grievances is an important part of industrial relations
and human resource management. Discipline refers to maintaining order, obedience,
and proper behaviour among employees in the workplace, while grievances are
complaints or dissatisfaction expressed by employees regarding their work,
treatment, wages, policies, or working conditions. Effective management of discipline
and grievances helps organizations maintain industrial peace, employee satisfaction,

and organizational productivity.

Discipline is necessary for ensuring smooth functioning and efficiency in an
organization. It encourages employees to follow organizational rules, policies, and
procedures. A disciplined workforce improves productivity, teamwork, punctuality,
and workplace behaviour. Organizations usually establish codes of conduct,
attendance rules, safety guidelines, and performance standards to maintain discipline

among employees.

There are two main types of discipline: positive discipline and negative
discipline. Positive discipline focuses on encouraging employees to behave

responsibly through motivation, training, communication, and leadership. It creates



self-control and commitment among workers. Negative discipline involves
punishment or penalties such as warnings, suspension, fines, or dismissal when
employees violate organizational rules. Modern organizations prefer positive

discipline because it improves morale and maintains healthy employee relations.

Proper disciplinary procedures are important for fairness and transparency.
Before taking disciplinary action, organizations should conduct a proper investigation
and provide employees with an opportunity to explain their side. Fair disciplinary

systems help prevent misunderstandings, discrimination, and legal issues.

Grievances arise when employees feel dissatisfied with certain aspects of
their job or workplace environment. Common causes of grievances include low
wages, unfair treatment, poor working conditions, excessive workload, lack of
promotion opportunities, communication problems, and conflicts with supervisors
or co-workers. If grievances are ignored, they may lead to frustration, low morale,

absenteeism, strikes, and industrial disputes.

Organizations use grievance handling procedures to resolve employee
complaints effectively. A grievance procedure is a formal system through which
employees can express their problems and seek solutions. Usually, employees first
report the issue to their immediate supervisor. Ifthe issue is not resolved, it may be
forwarded to higher management or the HR department. Some organizations also

involve grievance committees or trade unions in resolving disputes.

Effective grievance management requires open communication, patience,
fairness, and quick response. Managers should listen carefully to employee concerns
and investigate problems honestly. Timely resolution of grievances improves trust,
motivation, and workplace relationships. Employees feel valued when their concerns

are taken seriously.

Human Resource Management plays a key role in maintaining discipline and
handling grievances. HR managers develop disciplinary policies, conduct employee
counselling, monitor workplace behaviour, and ensure fair treatment of workers.
They also help management resolve conflicts peacefully and maintain positive
industrial relations. Managing discipline and grievances is essential for maintaining
workplace harmony and organizational efficiency. Proper discipline creates
responsible employee behaviour, while effective grievance handling improves

employee satisfaction and trust.

Strategic HRM

173



Strategic HRM

174

10.7 Industrial Harmony Strategies

Industrial harmony refers to peaceful and cooperative relationships between
employers, employees, and trade unions within an organization. It is essential for
improving productivity, employee satisfaction, and organizational growth. Industrial
harmony reduces conflicts, strikes, lockouts, absenteeism, and labour turnover,
creating a stable and positive work environment. Organizations use various strategies
to maintain healthy industrial relations and ensure smooth functioning of business

activities.

One important strategy for industrial harmony is effective communication.
Open and transparent communication between management and employees helps
reduce misunderstandings and confusion. Regular meetings, feedback systems,
counselling sessions, and employee discussions encourage workers to express their
concerns and suggestions freely. Good communication builds trust and strengthens
relationships within the organization. Another major strategy is fair wages and
employee benefits. Employees expect proper compensation for their work.
Organizations that provide fair salaries, incentives, bonuses, healthcare facilities,
and welfare programs create higher employee satisfaction and motivation. Fair

treatment reduces dissatisfaction and minimizes the chances of industrial disputes.

Employee participation in decision-making is also an effective strategy for
maintaining industrial harmony. When employees are involved in organizational
decisions, they feel respected and valued. Participation improves commitment,
teamwork, and cooperation between management and workers. It also helps
management understand employee needs and expectations better. Organizations
also maintain harmony through proper grievance handling systems. Employees should
have opportunities to report complaints and workplace issues without fear. A fair
grievance procedure helps resolve conflicts quickly and peacefully. Timely settlement

of disputes prevents frustration and improves employee morale.

Another important strategy is collective bargaining and cooperation with
trade unions. Management should maintain positive relationships with trade unions
and involve them in discussions related to wages, working conditions, and employee
welfare. Cooperative bargaining creates mutual understanding and reduces labour
unrest. Training and development programs also contribute to industrial harmony.
Skill development, leadership training, and employee counselling improve confidence

and job satisfaction. Well-trained employees perform better and adjust easily to



organizational changes. Compliance with labour laws and workplace safety
regulations is equally important. Organizations that follow legaland ethical practices
gain employee trust and avoid conflicts related to unfair treatment or unsafe working
conditions. Strong leadership and positive organizational culture further support
industrial harmony. Managers who treat employees with respect, fairness, and

understanding create a healthy work environment.

10.8 Impact of Globalization on Labor Relations

Globalization refers to the increasing connection and integration of economies,
businesses, technologies, and cultures across the world. It has significantly influenced
labour relations by changing the way organizations operate and manage employees.
Labor relations involve the relationship between employers, employees, and trade

unions, and globalization has created both opportunities and challenges in this area.

One major impact of globalization on labour relations is the increase in
employment opportunities. Multinational companies establish businesses in different
countries, creating jobs for local workers. This leads to economic growth, improved
skills, and better career opportunities. Employees also get exposure to international
work standards, advanced technologies, and modern management practices.
Globalization has increased competition among organizations. To remain competitive
in global markets, companies focus on improving productivity, reducing costs, and
increasing efficiency. As a result, organizations may introduce flexible working
arrangements, contract employment, outsourcing, and automation. While these
changes improve business performance, they may also create job insecurity and
stress among employees. Another important impact is the changing role of trade
unions. Inthe global business environment, many organizations try to reduce labour
costs and avoid disruptions caused by strikes or industrial disputes. This has
weakened the bargaining power of trade unions in some industries. Employees
may also hesitate to join unions due to fear oflosing jobs in competitive markets.
However, trade unions continue to play an important role in protecting worker

rights and ensuring fair treatment.

Globalization has also improved awareness about labour rights and workplace
standards. International organizations and global business practices encourage
companies to follow ethical labour standards related to wages, safety, working
hours, equality, and human rights. Many multinational companies adopt fair labour
policies to maintain their global reputation and business image. Technological

advancement, which is closely linked with globalization, has changed the nature of
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work. Employees are required to develop new skills and adapt to modern
technologies. Organizations now focus more on training, reskilling, and employee
development. Workers who cannot adapt to technological changes may face
unemployment or reduced job opportunities. Cultural diversity in the workplace
has also increased due to globalization. Employees from different countries,
languages, and cultures work together in multinational organizations. This diversity
improves creativity and innovation but may also create communication and cultural
challenges if not managed properly. Globalization has also influenced labour laws
and HR policies. Governments and organizations continuously update labour
regulations to match international standards and changing employment patterns.
Globalization has transformed labour relations by creating new opportunities,
increasing competition, and changing workplace practices. It has improved global
employment and business growth while also creating challenges related to job
security, union power, and workforce management. Proper labour policies and
effective industrial relations are necessary to balance organizational goals with

employee welfare in the global economy.
Exercises :
Q.1 Answer the following question in detail:
1) Explain the Role of SHRM in industrial relations.
2) Describe Collective Bargaining Strategies.
3) Explain various Conflict Management Approaches.
4) Write a note on Labor Laws and Compliance.
5) Discuss Managing Discipline and Grievances.
6) Explain Industrial Harmony Strategies.
7)  Whatis the Impact of globalization on labour relations? Give your views.

Q.2 Choose the correct answer from the options given below each of the

following statements: (MCQs)
1. Industrial relations mainly deal with
A) Marketing strategies

B) Relationship between employers and employees
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C) Production planning

D) Financial management

Answer: B) Relationship between employers and employees
SHRM stands for

A) Simple Human Resource Management

B) Strategic Human Resource Management

C) Systematic Hiring and Resource Model

D) StaffHandling Resource Management

Answer: B) Strategic Human Resource Management
Collective bargaining is a process between

A) Government and customers

B) Employers and employees/unions

C) Managers and suppliers

D) HR and auditors

Answer: B) Employers and employees/unions

Which strategy focuses on mutual cooperation in bargaining?

A) Competitive B) Cooperative C) Avoidance D) Compromise
Answer: B) Cooperative

In which approach do both parties give up some demands?

A) Competition B) Avoidance

C) Compromise D) Accommodation
Answer: C) Compromise

Avoidance approach is suitable when

A) Conflict is major B) Immediate solutionis required
C) Conlflict is minor D) Legalactionis needed

Answer: C) Conflict is minor
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10.

11.

12.

13.

Accommodation means
A) Bothwinequally B) One party sacrifices for other
C) No discussion occurs D) Legal settlement

Answer: B) One party sacrifices for other

Competition approach focuses on

A) Mutual benefit B) Winning the conflict

C) Avoiding conflict D) Training employees
Answer: B) Winning the conflict

Collaboration approach aims at

A) One-sided decision B) Mutual problem solving
C) Avoiding discussion D) Strict enforcement
Answer: B) Mutual problem solving

Which law ensures minimum wages?

A) Factories Act, 1948 B) Minimum Wages Act, 1948
C) BonusAct D) Trade Union Act
Answer: B) Minimum Wages Act, 1948

Grievances in an organization refer to:

A) Bonuses givento employees B) Employee dissatisfaction
C) Training programs D) Recruitment process
Answer: B) Employee dissatisfaction

Positive discipline focuses on

A) Punishment B) Motivation and self-control
C) Dismissal D) Fines

Answer: B) Motivation and self-control

Industrial harmony means

A) High competition

B) Peaceful employer-employee relations



14.

15.

C) Strict punishment

D) No unions

Answer: B) Peaceful employer-employee relations
Globalization has led to

A) Decrease in jobs B) Increase in job opportunities
C) No changeinlabour relations D) EliminationofHR
Answer: B) Increase in job opportunities

One major role of SHRM is

A) Equipment maintenance

B) Grievance handling and conflict resolution

C) Product design

D) Market research

Answer: B) Grievance handling and conflict resolution

sk sk sk sk sk sk sk sk sk skeoske sk sk skosk skok

Strategic HRM

179



Strategic HRM

180

Unit : 11
Strategic HR Metrics and Evaluation

11.1 Introduction

11.2 Key HR Performance Indicators

11.3 Benchmarking HR Practices

11.4 Evaluating HR Effectiveness

11.5 Cost Benefit Analysis of HR Practices
11.6 HR Audit

11.7 Human Capital Measurement

> Exercise

11.1 Introduction

Strategic Human Resource (HR) Metrics and Evaluation is an important
aspect of modern human resource management that focuses on measuring the
effectiveness and contribution of HR activities toward organizational goals. In today's
competitive business environment, organizations expect the HR department not
only to manage employees but also to contribute strategically to business growth,
productivity, and sustainability. HR metrics provide quantitative and qualitative
measures that help organizations evaluate employee performance, workforce
efficiency, talent management, training effectiveness, employee engagement, and
overall HR contribution. Strategic HR evaluation involves analysing HR practices
and policies to determine whether they align with the organization's mission, vision,
and strategic objectives. It helps management identify strengths, weaknesses,
opportunities, and areas requiring improvement in workforce management. Common
HR metrics include employee turnover rate, absenteeism, cost per hire, training
return on investment (ROI), employee productivity, retention rate, and performance
indicators. These metrics assist managers in making informed decisions and

improving organizational performance.

The use of HR metrics has increased due to advancements in technology,
data analytics, and Human Resource Information Systems (HRIS). Organizations
now rely on data-driven decision-making to enhance efficiency and gain competitive
advantage. Strategic HR metrics also support accountability and transparency by
providing measurable evidence of HR outcomes.



11.2 Key HR performance indicators

Key HR Performance Indicators (HR KPIs) are measurable values used by

organizations to evaluate the effectiveness, efficiency, and contribution of the Human

Resource department. These indicators help management assess whether HR

activities are aligned with organizational objectives and whether employees are

contributing productively toward business success. HR KPIs support strategic

decision-making by providing accurate data related to workforce performance,

employee satisfaction, recruitment, training, and retention.

1.

Employee Turnover Rate

Employee turnover rate refers to the percentage of employees who leave an
organization during a specific period of time. It is one ofthe most important
HR performance indicators because it helps management understand
employee stability and job satisfaction within the company. High turnover
can increase recruitment and training costs and may negatively affect
productivity and teammorale. Organizations analyse turnover data to identify
reasons such as poor working conditions, low salaries, lack of career
opportunities, or ineffective leadership. By reducing turnover, companies
can retain experienced employees, improve organizational culture, and
maintain continuity in operations. Effective retention strategies include
employee engagement, rewards, training, and career development

opportunities.
Absenteeism Rate

Absenteeism rate measures how often employees are absent from work
without planned leave or valid reasons. Frequent absenteeism can reduce
productivity, delay projects, and increase workload on other employees. It
may also indicate problems such as workplace stress, poor health, low
morale, job dissatisfaction, or unsafe working conditions. HR departments
monitor absenteeism to identify patterns and take corrective actions.
Organizations can reduce absenteeism by improving workplace conditions,
offering wellness programs, maintaining healthy communication, and
supporting work-life balance. A low absenteeism rate usually reflects
employee satisfaction, discipline, and commitment toward organizational goals
and responsibilities, resulting in better overall organizational performance

and efficiency.
Cost Per Hire

Cost per hire is an HR metric used to calculate the total expenses involved in

recruiting a new employee. It includes advertising costs, recruiter salaries,
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interview expenses, background verification, onboarding, and training costs.
This indicator helps organizations measure the efficiency and effectiveness
ofthe recruitment process. A high cost per hire may indicate inefficient hiring
methods or excessive spending on recruitment activities. HR managers use
this metric to improve hiring strategies and reduce unnecessary expenses.
By using digital recruitment tools, employee referrals, and efficient selection
processes, organizations can lower recruitment costs while still attracting

qualified and talented candidates for available positions.
Time to Fill Vacancies

Time to fill vacancies refers to the number of days required to recruit and
appoint a suitable candidate for an open position. It begins when a vacancy
is announced and ends when the candidate accepts the job offer. This indicator
measures the efficiency of the recruitment process. A long hiring period can
affect productivity, increase employee workload, and delay organizational
operations. HR departments aim to reduce hiring time by improving
recruitment planning, maintaining talent pools, and using technology-based
hiring systems. Faster recruitment helps organizations continue operations
smoothly and gain competitive advantage by quickly securing skilled and
qualified employees for important positions.

Training and Development Effectiveness

Training and development effectiveness measures how successfully employee
training programs improve skills, knowledge, productivity, and job
performance. Organizations invest in training to prepare employees for current
and future responsibilities. HR managers evaluate training effectiveness by
comparing employee performance before and after training sessions. Methods
such as feedback surveys, performance reviews, tests, and productivity
analysis are commonly used. Effective training increases employee
confidence, motivation, efficiency, and innovation. It also helps organizations
adapt to technological changes and market competition. Measuring training
effectiveness ensures that the organization receives value from its investment
and that employees gain practical knowledge that contributes to organizational

success.
Employee Engagement and Satisfaction

Employee engagement and satisfaction indicate the level of commitment,
motivation, and emotional connection employees have toward their
organization and work. Engaged employees are more productive, innovative,

and loyal to the company. HR departments measure engagement through
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surveys, interviews, feedback systems, and performance evaluations. High
employee satisfaction reduces turnover and absenteeism while improving
teamwork and organizational culture. Factors affecting engagement include
leadership quality, recognition, career growth opportunities, work
environment, and compensation. Organizations that focus on employee well-
being and communication often achieve higher engagement levels. A positive
workplace environment encourages employees to perform efficiently and

contribute actively toward achieving organizational objectives and success.
7.  Performance Appraisal Rating

Performance appraisal rating is a system used to evaluate employee
performance based on predetermined goals, targets, and job responsibilities.
It helps organizations assess employee strengths, weaknesses, achievements,
and areas needing improvement. Performance appraisals are usually
conducted annually or periodically through reviews, feedback, and evaluations
by supervisors. This indicator assists HR managers in making decisions related
to promotions, rewards, transfers, and training needs. A fair and transparent
appraisal system motivates employees to improve their performance and
achieve organizational goals. It also enhances communication between
employees and management, helping create a culture of accountability,
professional development, and continuous improvement within the

organization.
8.  Employee Productivity Metrics

Employee productivity metrics measure the efficiency and output of employees
compared to the time, effort, and resources used. These metrics help
organizations evaluate how effectively employees contribute to achieving
business goals. Productivity can be measured through sales performance,
task completion, quality of work, customer satisfaction, or production output.
High productivity indicates efficient workforce management, effective training,
and strong employee motivation. Low productivity may result from poor
working conditions, lack of skills, low morale, or ineffective leadership. HR
departments use productivity data to improve employee performance through
training, incentives, performance management, and better work processes.
Improved productivity leads to higher organizational growth, profitability,

and competitiveness.

11.3 Benchmarking HR practices

Benchmarking HR practices is the process of comparing an organization's
human resource policies, strategies, and performance with those of leading
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organizations or industry standards. The purpose of benchmarking is to identify
best practices, improve HR efficiency, and enhance overall organizational
performance. It helps organizations understand their strengths and weaknesses in
managing human resources and adopt better methods for achieving business goals.

In modern business environments, organizations face intense competition
and rapidly changing workforce expectations. Therefore, HR departments must
continuously improve their practices related to recruitment, training, performance
management, employee engagement, compensation, and retention. Benchmarking
allows organizations to compare their HR performance indicators such as employee
turnover, absenteeism, cost per hire, productivity, and employee satisfaction with
industry averages or top-performing companies. This comparison helps management

identify performance gaps and areas requiring improvement.

There are different types of HR benchmarking. Internal benchmarking involves
comparing HR practices among departments or branches within the same
organization. It helps identify successful practices that can be implemented across
the organization. External benchmarking compares HR practices with other
organizations, especially competitors or industry leaders. This type provides insights
into innovative HR strategies and market standards. Competitive benchmarking
focuses specifically on comparing performance with direct competitors, while
functional benchmarking compares similar HR functions across different industries.

The process of HR benchmarking generally involves several steps. First, the
organization identifies the HR areas that need evaluation, such as recruitment
efficiency or employee retention. Second, relevant data is collected from internal
records, industry reports, surveys, and benchmarking partners. Third, the
organization compares its performance with benchmark standards and identifies
performance gaps. Finally, improvement strategies are developed and implemented
to achieve better results.

Benchmarking HR practices offers several advantages. It helps organizations
improve decision-making through accurate data and analysis. It encourages
innovation by learning from successful organizations and adopting effective HR
methods. Benchmarking also supports cost reduction, higher employee productivity,
better talent management, and improved employee satisfaction. Furthermore, it
helps organizations remain competitive by aligning HR strategies with industry
standards and business objectives.

However, benchmarking also has some limitations. Collecting reliable data
from competitors may be difficult, and excessive dependence on other organizations'

practices may reduce creativity and uniqueness. Differences in organizational culture,



size, and business environment may also affect the successful implementation of

benchmarked practices.

11.4 Evaluating HR effectiveness

Evaluating HR effectiveness refers to the process of measuring how
successfully the Human Resource department contributes to organizational goals
and employee performance. It helps organizations determine whether HR policies,
practices, and strategies are producing desired results. In modern organizations,
HR is not limited to administrative functions; it plays a strategic role in improving
productivity, employee satisfaction, and overall business performance. Therefore,
evaluating HR effectiveness is essential for ensuring that human resources contribute
positively to organizational growth and success.

The evaluation of HR effectiveness involves analysing various HR activities
such as recruitment, training and development, performance management, employee
engagement, compensation, retention, and workplace relations. Organizations use
different HR metrics and performance indicators to measure the efficiency and
impact of these activities. Common indicators include employee turnover rate,
absenteeism rate, employee productivity, training effectiveness, cost per hire, and
employee satisfaction levels. One important method of evaluating HR effectiveness
is through performance analysis. HR departments examine whether employees are
achieving organizational goals and maintaining expected performance standards.
Performance appraisals, feedback systems, and productivity reports help

management assess employee contribution and identify areas for improvement.

Another method is employee satisfaction and engagement surveys. These
surveys help organizations understand employee opinions regarding work
environment, leadership, communication, rewards, and career opportunities. High
levels of employee satisfaction usually indicate effective HR practices, while
dissatisfaction may highlight problems in management or workplace culture. Training
evaluation is also a major aspect of HR effectiveness. Organizations assess whether
training programs improve employee skills, knowledge, and job performance. This
evaluation helps determine whether training investments are providing value to the
organization.

Organizations also evaluate HR effectiveness through recruitment and retention
analysis. Efficient recruitment processes attract skilled employees quickly and at
reasonable cost, while effective retention strategies reduce employee turnover and
maintain workforce stability. High retention rates often reflect successful HR
management practices. Technology has significantly improved HR evaluation
processes. Human Resource Information Systems (HRIS) and data analytics enable
organizations to collect, analyse, and interpret workforce data accurately. These
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tools support data-driven decision-making and help management monitor HR
performance continuously. Evaluating HR effectiveness provides several benefits.
It improves accountability, supports strategic planning, enhances employee
performance, reduces operational costs, and helps organizations identify weaknesses
in HR practices. It also ensures alignment between HR activities and organizational
objectives. However, measuring HR effectiveness can be challenging because some
HR outcomes, such as employee motivation and organizational culture, are difficult
to quantify accurately. Thus, evaluating HR effectiveness is essential for measuring
the contribution of human resources to organizational success. Through proper
evaluation methods and performance indicators, organizations can improve HR
strategies, increase employee productivity, and achieve long-term business growth
and competitiveness.

11.5 Cost Benefit Analysis of HR practices

Cost Benefit Analysis (CBA) of HR practices is a systematic process used
to evaluate the financial and non-financial value of human resource activities in an
organization. It compares the costs incurred in implementing HR programs with
the benefits gained from those programs. The purpose of'this analysisis to determine
whether HR investments contribute positively to organizational performance and
profitability. In modern business environments, organizations increasingly expect
HR departments to justify their expenditures and demonstrate measurable

contributions toward business success.

Human Resource practices such as recruitment, training and development,
compensation, employee engagement, performance management, health and safety
programs, and employee welfare activities require significant investment. Therefore,
organizations use cost benefit analysis to ensure that these HR activities provide

sufficient returns and support organizational objectives.
Meaning of Cost Benefit Analysis in HR

Cost Benefit Analysis in HR refers to the process of measuring and comparing
all expenses related to HR activities with the outcomes or benefits generated from
them. Costs may include direct financial expenses as well as indirect costs, while
benefits may include increased productivity, improved employee morale, higher

retention, reduced absenteeism, and better organizational performance.

The basic objective of HR cost benefit analysis is to answer important questions

such as:

» Isthe HR program financially beneficial?
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»  Does the investment improve employee performance?
»  Are organizational goals being achieved effectively?
*  Can the same results be achieved at lower cost?

This analysis helps organizations make informed decisions regarding continuation,
modification, or discontinuation of HR programs and policies.

Components of Cost Benefit Analysis
1.  Identifying Costs

The first step in cost benefit analysis is identifying all costs associated with
HR practices. These costs may be direct or indirect.

Direct Costs

Direct costs are expenses that can be easily measured and directly connected
with HR activities. Examples include:

*  Recruitment advertising expenses

» Salaries of HR staff

*  Training materials and trainer fees

*  Employee compensation and benefits

*  Technology and HR software costs

*  Employee welfare program expenses
Indirect Costs

Indirect costs are hidden or less visible expenses that may affect organizational

performance. Examples include:

»  Time spent on employee training

*  Productivity loss during training sessions

*  Employee turnover costs

»  Absenteeism-related losses

* Reduced productivity due to poor HR practices

Identifying both direct and indirect costs provides a complete understanding
of HR investments.

2.  Identifying Benefits

After calculating costs, organizations identify the benefits generated from
HR practices. Benefits may be financial or non-financial.
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Financial Benefits

These benefits can be measured in monetary terms, such as:
* Increased employee productivity

*  Higher sales and profits

*  Reduced recruitment costs

*  Lower employee turnover expenses

* Reduced absenteeism

» Improved operational efficiency

Non-Financial Benefits

These benefits may not be directly measurable in money but significantly

influence organizational success. Examples include:
*  Improved employee morale

*  Better organizational culture

» Increased employee engagement

*  Improved teamwork and communication

*  Enhanced company reputation

*  Higher employee satisfaction

Although non-financial benefits are difficult to quantify, they contribute greatly

to long-term organizational growth.

Process of Conducting Cost Benefit Analysis

The process of conducting Cost Benefit Analysis (CBA) in Human Resource
Management involves a systematic evaluation of the costs and benefits
associated with HR activities and programs. It helps organizations determine
whether HR investments are generating positive results and contributing to
organizational goals. Through proper analysis, management can improve
decision-making, increase efficiency, and ensure effective use of organizational

resources. The process generally includes five important steps.
Step 1: Define the HR Practice or Program
The first step in cost benefit analysis is identifying and clearly defining the HR

activity or program that needs evaluation. Organizations may analyse various

HR practices such as recruitment and selection, employee training and



development, compensation systems, performance appraisal methods,
employee wellness programs, or retention strategies. Defining the HR program
helps management understand the purpose, objectives, and expected
outcomes of the activity. At this stage, organizations also identify the goals
they want to achieve, such as improving employee productivity, reducing
turnover, increasing employee satisfaction, or enhancing organizational
performance. A clear definition of the HR program ensures that the evaluation

process remains focused and accurate.
Step 2: Measure Costs

The second step involves calculating all costs associated with the HR activity.
These costs may be direct or indirect. Direct costs include expenses that can
be easily measured, such as recruitment advertising, trainer fees, employee
salaries, software expenses, and training materials. Indirect costs include
hidden or less visible expenses such as employee time spent in training,
productivity loss during training sessions, administrative efforts, and
operational disruptions. Organizations carefully collect financial data to ensure
accurate analysis. Measuring costs is essential because it helps management
understand how much investment is required for implementing and maintaining
the HR practice. Proper cost identification prevents underestimation or

overestimation of HR investments.
Step 3: Measure Benefits

After calculating costs, organizations identify and measure the benefits
generated by the HR activity. Benefits may be financial or non-financial in
nature. Financial benefits include increased productivity, reduced employee
turnover, improved sales, lower absenteeism, and reduced operational costs.
Non-financial benefits include improved employee morale, higher job
satisfaction, better teamwork, enhanced organizational culture, and stronger
employee engagement. Organizations use methods such as performance
evaluations, employee surveys, productivity reports, and customer feedback
to assess these outcomes. Measuring benefits helps organizations determine
whether the HR practice is contributing positively toward business objectives

and employee development.
Step 4: Compare Costs and Benefits

In this step, organizations compare the total costs with the total benefits

obtained from the HR activity. The purpose ofthis comparison is to determine
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whether the benefits exceed the costs. If the benefits are greater than the

investment made, the HR practice is considered effective and valuable.

Organizations may use financial tools such as Return on Investment (ROI),

break-even analysis, and utility analysis to evaluate results accurately.
Benefits — Costs

ROI= X 100
Cost

This comparison helps management understand the overall impact of HR

practices on organizational performance and profitability.
Step 5: Make Decisions

The final step is decision-making based on the analysis results. Management
evaluates whether the HR program should be continued, improved, expanded,
or discontinued. Ifthe analysis shows positive outcomes, organizations may
invest further in the program. However, if costs exceed benefits, management
may modify the HR strategy or replace it with more effective alternatives.
This step ensures continuous improvement in HR practices and helps
organizations achieve long-term business success through efficient workforce

management.

11.6 HR Audit

An HR Audit is a systematic examination and evaluation of an organization's
human resource policies, procedures, practices, and systems. The main purpose
of an HR audit is to assess whether HR activities are effective, legally compliant,
and aligned with organizational goals. It helps organizations identify strengths,
weaknesses, risks, and opportunities for improvement in human resource
management. [nmodern organizations, HR audits are important because they ensure
that HR functions contribute positively to employee performance and overall

business success.

HR audits evaluate various HR areas such as recruitment and selection,
training and development, compensation and benefits, employee relations,
performance appraisal, workplace safety, legal compliance, and employee records
management. Through regular audits, organizations can ensure that HR policies

are properly implemented and operating efficiently.

The HR audit process usually begins with defining the objectives and scope
of the audit. The organization identifies which HR functions need evaluation and
what standards or benchmarks will be used for assessment. The next step involves
collecting relevant data from HR records, employee files, interviews, surveys,

policies, and reports. Auditors then analyse the collected information to identify



gaps, inefficiencies, legal risks, and areas needing improvement. Finally, an audit

report is prepared with findings, recommendations, and corrective actions.

There are different types of HR audits. A compliance audit checks whether
HR practices follow labour laws, government regulations, and organizational
policies. A best practices audit compares HR activities with industry standards and
leading organizations. A strategic audit evaluates whether HR strategies support
organizational objectives and long-term business goals. A function-specific audit

focuses on a particular HR area such as recruitment, training, or compensation.

HR audits provide several benefits to organizations. They help improve HR
efficiency, reduce legal risks, enhance employee satisfaction, and ensure proper
policy implementation. Audits also support better decision-making by providing
accurate information about HR performance. They identify unnecessary costs,

improve workforce management, and help organizations remain competitive.

However, HR audits may also face challenges. Collecting accurate data can
be difficult, and employees may resist evaluation processes due to fear or
misunderstanding. Audits can also be time-consuming and require skilled
professionals for proper analysis. Technology has improved HR auditing through
Human Resource Information Systems (HRIS) and data analytics tools. These
technologies help organizations maintain accurate records, monitor HR performance,

and conduct audits more efficiently.

11.7 Human Capital measurement

Human Capital Measurement refers to the process of assessing the value,
skills, knowledge, abilities, experience, and contribution of employees within an
organization. Human capital is considered one of the most important assets of an
organization because employees play a major role in achieving business goals,
innovation, productivity, and competitive advantage. Unlike physical assets such
as machinery or buildings, human capital represents the intellectual and professional
capabilities of the workforce. Therefore, organizations use human capital
measurement to evaluate how effectively employees contribute to organizational

performance and long-term growth.

In modern business environments, organizations recognize that employee
knowledge, creativity, and skills directly influence productivity and profitability.
Human capital measurement helps management understand the strengths and
weaknesses of the workforce and make strategic decisions regarding recruitment,
training, performance management, and employee development. The process of

human capital measurement involves collecting and analysing information related
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to employee performance, productivity, engagement, competencies, and overall
contribution to organizational success. Organizations use various quantitative and

qualitative indicators to evaluate human capital effectively.

One important method of human capital measurement is evaluating employee
productivity. Productivity measures the output generated by employees compared
to the resources and time used. High productivity indicates effective utilization of
human capital and efficient workforce management. Another important indicator is
employee performance assessment. Organizations conduct performance appraisals
to measure employee achievements, skills, work quality, and goal accomplishment.
This helps identify high-performing employees, training needs, and promotion

opportunities.

Training and development effectiveness is also used in human capital
measurement. Organizations evaluate whether employee training programs improve
knowledge, technical skills, and job performance. Effective training increases
employee capability and organizational efficiency. Employee engagement and
satisfaction are also significant elements of human capital measurement. Engaged
employees are generally more motivated, loyal, and productive. Organizations use
surveys, feedback systems, and interviews to measure employee morale,
commitment, and workplace satisfaction. Organizations also analyse employee
retention and turnover rates as part of human capital measurement. High employee
retention indicates positive work culture and effective HR practices, while high

turnover may reflect dissatisfaction or management issues.

Several methods are used to measure human capital. The Human Capital
Return on Investment (HCROI) method measures the financial return generated

from employee-related investments.

HCROI = Revenue — (Operating Expenses — Compensation Costs)

Compensation Costs

Another method is the Balanced Scorecard Approach, which measures
employee contribution through performance, learning, customer satisfaction, and
business growth indicators. Human capital measurement provides several benefits
to organizations. It supports strategic decision-making, improves workforce
planning, increases employee productivity, and enhances organizational
competitiveness. It also helps organizations identify skill gaps and develop effective

training and development programs.



However, measuring human capital can be challenging because many aspects
such as creativity, innovation, motivation, and teamwork are difficult to quantify
accurately. Collecting reliable data and maintaining consistent evaluation methods
also require time and resources. Technology has significantly improved human capital
measurement through Human Resource Information Systems (HRIS), workforce
analytics, and artificial intelligence. These tools help organizations collect, analyse,
and interpret employee data more accurately and efficiently. In conclusion, human
capital measurement is an essential process that helps organizations evaluate the
value and contribution of employees. By effectively measuring human capital,
organizations can improve employee performance, optimize HR strategies, and
achieve long-term organizational success and competitive advantage. Another
method is the Balanced Scorecard Approach, which measures employee
contribution through performance, learning, customer satisfaction, and business

growth indicators.

Human capital measurement provides several benefits to organizations. It
supports strategic decision-making, improves workforce planning, increases
employee productivity, and enhances organizational competitiveness. It also helps
organizations identify skill gaps and develop effective training and development
programs. However, measuring human capital can be challenging because many
aspects such as creativity, innovation, motivation, and teamwork are difficult to
quantify accurately. Collecting reliable data and maintaining consistent evaluation

methods also require time and resources.

Technology has significantly improved human capital measurement through
Human Resource Information Systems (HRIS), workforce analytics, and artificial
intelligence. These tools help organizations collect, analyse, and interpret employee
data more accurately and efficiently. In conclusion, human capital measurement is
an essential process that helps organizations evaluate the value and contribution of
employees. By effectively measuring human capital, organizations can improve
employee performance, optimize HR strategies, and achieve long-term

organizational success and competitive advantage.
Exercises :
Q.1 Answer the following questions in detail:

1. Explain the concept of Strategic HR Metrics and Evaluation. Discuss

the importance of HR metrics in modern organizations.
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Q.2

2. Describe the key HR Performance Indicators (HR KPIs). What are
Benchmarking HR Practices?

3. Define HR Effectiveness. Explain various methods used to evaluate

HR effectiveness in an organization.

4. Explain the concept and process of Cost Benefit Analysis (CBA) of HR

practices. Discuss its importance in decision-making.

5. What is Human Capital Measurement? Explain the methods and benefits

of measuring human capital in organizations.

Choose the correct answer from the options given below each of the
following statements: (MCQs)

1. HR metrics are mainly used to
a) Increase production costs b) Measure HR effectiveness
c) Reduce customer satisfaction d) Eliminate training programs
Answer: b) Measure HR effectiveness

2.  Which HR KPI measures the percentage of employees leaving the

organization?
a) Cost per hire b) Employee engagement
c) Employee turnover rate d) Performance appraisal

Answer: ¢) Employee turnover rate
3. Absenteeismrate indicates
a) Employee promotions
b) Employee attendance behaviour
c) Company profits
d) Market growth
Answer: b) Employee attendance behaviour
4. Cost per hire includes
a) Marketing expenses only b) Recruitment-related expenses
c) Employee retirement benefits d) Sales commission

Answer: b) Recruitment-related expenses
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Time to fill vacancies measures

a) Employee productivity b) Number ofresignations
c) Recruitment efficiency d) Organizational profit
Answer: ¢) Recruitment efficiency

Benchmarking HR practices means

a) Ignoring competitors

b) Comparing HR practices with standards

¢) Reducing employee salaries

d) Conducting only training programs

Answer: b) Comparing HR practices with standards
Internal benchmarking compares

a) Competitors only

b) Departments within the same organization

c) International markets

d) Government policies

Answer: b) Departments within the same organization
Which audit checks compliance with labour laws?

a) Strategic audit b) Compliance audit
c) Functional audit d) Performance audit
Answer: b) Compliance audit

HR Audit helps organizations to

a) Increase legal risks

b) Reduce employee performance

c) Improve HR efficiency

d) Eliminate policies

Answer: ¢) Improve HR efficiency
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10. Human capital refers to
a) Physical asset b) Financial investments
c) Employee skillsand knowledge d) Office buildings
Answer: ¢) Employee skills and knowledge
11. HCROI stands for
a) Human Capital Return on Investment
b) Human Cost Reduction Indicator
c¢) Human Career Return Objective
d) Human Capital Resource Index
Answer: a) Human Capital Return on Investment

12. Which method evaluates employee contribution through learning and

business growth indicators?

a) SWOT analysis

b) Balanced Scorecard Approach

c) Market analysis

d) Jobrotation

Answer: b) Balanced Scorecard Approach
13. Training effectiveness is measured to determine

a) Employee retirement age

b) Improvement in employee skills and performance

c) Number of holidays

d)  Organizational ownership

Answer: b) Improvement in employee skills and performance
14. Employee engagement mainly reflects:

a) Employee commitment and motivation

b) Product pricing

c) Machine efficiency

d) Market demand

Answer: a) Employee commitment and motivation
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15. Which technology supports HR evaluation and data analysis?

a) CAD software b) HRIS
c) GPS systems d) Barcode scanners
Answer: b) HRIS

sk sk sk sk sk sk ske sk sk sk seoskeosk sk sk sk

197



Strategic HRM

198

Unit : 12
Strategic Change and HR Transformation

12.1 Introduction

12.2 Role of HR in Change Management
12.3 Types of Organizational Change
12.4 Managing Resistance to Change
12.5 HR Restructuring and Redesign
12.6 Downsizing and Rightsizing

12.7 Digital Transformation in HR

12.8 Measuring Change Outcomes

> Exercise

12.1 Introduction

Strategic Change and HR Transformation refers to the process of redesigning
organizational structures, systems, and human resource practices to align with
changing business environments, technology, and competitive demands. In today's
dynamic world, organizations cannot remain static; they must continuously adapt
to new market conditions, digital advancements, globalization, and workforce
expectations. Strategic change focuses on long-term, planned efforts to improve
organizational effectiveness and ensure sustainability. It involves modifying business
strategies, work processes, leadership approaches, and organizational culture. On
the other hand, HR transformation is specifically concerned with upgrading human
resource functions such as recruitment, training, performance management, employee
engagement, and talent development to make them more efficient, data-driven,

and aligned with organizational goals.

In modern organizations, human resources are no longer limited to
administrative functions. HR is now seen as a strategic partner that contributes
directly to business success. This shift has led to the adoption of digital HR systems,
automation tools, analytics-based decision-making, and employee-centric policies.
Asaresult, HR departments are becoming more proactive, flexible, and technology-
oriented. Strategic change and HR transformation are closely linked. When an
organization undergoes change such as restructuring, mergers, technological

upgrades, or cultural shifts HR plays a keyrole in managing employee transition,



reducing resistance, and ensuring smooth implementation. Effective HR
transformation helps employees adapt to change through training, communication,
and development programs.

Resistance to change is a common challenge in organizations. Employees
may fear job loss, role changes, or uncertainty. Therefore, successful strategic
change requires strong leadership, clear communication, and employee involvement.
HR professionals act as facilitators who help bridge the gap between management
objectives and employee expectations. Overall, Strategic Change and HR
Transformation are essential for building agile, innovative, and competitive
organizations. They ensure that human resources are effectively aligned with
organizational strategy, enabling long-term growth, adaptability, and sustainability.

12.2 Role of HR in change management

Human Resource Management plays a crucial role in change management
because employees are the most important factor in the success or failure of any
organizational change. Change management refers to the structured process of
preparing, supporting, and guiding individuals and teams to move from the current
situation to a new and improved way of working. Inmodern organizations, changes
may include new technology, restructuring, mergers, policy changes, or shifts in
work culture. HR acts as a bridge between top management and employees to
ensure that this transition happens smoothly. One of the most important roles of
HR is effective communication. HR ensures that employees are clearly informed
about the purpose of change, expected benefits, and the impact on their roles.
Clear and transparent communication reduces fear, confusion, and rumours within
the organization. When employees understand why change is happening, they are

more likely to accept it positively.

HR also plays a key role in managing resistance to change. Employees often
resist change due to fear of job loss, uncertainty, lack of skills, or comfort with
existing systems. HR addresses these concerns through counselling, meetings, and
open discussions. By involving employees in the change process and listening to
their concerns, HR builds trust and reduces resistance. Training and development
is another major responsibility of HR. When organizations introduce new systems
or technologies, employees need updated skills to perform effectively. HR organizes
training programs, workshops, and development sessions to prepare employees
for new tasks and responsibilities. This helps employees gain confidence and adapt

quickly to change.
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HR also supports leadership during the change process. It provides managers
with proper tools, strategies, and guidance to handle their teams effectively. Strong
leadership support ensures that change is implemented in an organized and systematic
manner. Another important role of HR is maintaining employee motivation and
morale. During periods of change, employees may feel stressed or insecure about
their future. HR helps maintain a positive work environment by introducing reward

systems, recognition programs, and employee engagement activities.

In addition, HR monitors and evaluates the progress of change initiatives. It
collects feedback from employees, identifies challenges, and suggests improvements.
This continuous monitoring ensures that the change process remains effective and
aligned with organizational goals. HR plays a vital role in planning, implementing,
and sustaining organizational change by focusing on people management,
communication, training, and employee support. Effective HR involvement ensures

smooth transition, reduced resistance, and long-term organizational success.

12.3 Types of Organizational Change

Organizational change refers to the modification or transformation in an
organization's structure, processes, technology, or culture to improve performance
and adapt to the environment. Different types of changes occur depending on the
nature and scope of transformation. Various types of Organizational Change are
explained as below:

1.  Structural Change

Structural change refers to changes in the organizational hierarchy, roles,
reporting relationships, and overall design of the organization. It may involve
restructuring departments, decentralization, or centralization of authority. For
example, a company may merge two departments or create new divisions to
improve efficiency. Structural change helps in better coordination, faster
decision making, and improved workflow. However, it may create confusion
and resistance if employees are not properly informed.

2.  Technological Change

Technological change involves the introduction of new technology, tools,
machines, or software in the organization. It aims to improve productivity,
reduce costs, and enhance quality. For example, adopting automation
systems, artificial intelligence tools, or advanced production machines. This
type of change requires employees to learn new skills and adapt to new
systems. Proper training is essential to ensure smooth transition and avoid

disruption in work.



3.  People Oriented Change

People oriented change focuses on changing employee attitudes, behaviours,
skills, and performance. It is mainly concerned with human resource
development. This may include training programs, leadership development,
motivation techniques, and performance improvement initiatives. The goal is
to improve employee satisfaction, teamwork, and productivity. This type of
change is often slow because it involves changing human behaviour and

mindset.
4.  Cultural Change

Cultural change refers to the transformation of organizational values, beliefs,
norms, and working style. It is one of the most difficult types of change
because it affects the mindset of employees. For example, shifting from a
traditional hierarchical culture to a more open and collaborative culture.
Cultural change helps in improving innovation, communication, and employee

engagement.
5.  Strategic Change

Strategic change involves modification in the long-term goals, mission, vision,
or business strategy of an organization. It may occur due to competition,
market changes, or globalization. For example, a company shifting from
local operations to international markets. Strategic change helps organizations

remain competitive and grow in dynamic environments.

12.4 Managing resistance to change

Resistance to change refers to the behaviour of employees who oppose or
struggle to accept new systems, processes, technologies, or organizational structures.
It is a natural human response because people prefer stability and feel comfortable
with familiar working methods. In organizations, resistance can slow down or block
important improvements, so managing it effectively is essential for successful change

implementation.

One ofthe main reasons for resistance is fear of the unknown. Employees
may worry about job loss, reduced authority, or changes in their roles and
responsibilities. Lack of communication is another major cause, as unclear
information creates confusion and rumours. Some employees resist change due to
lack of skills, while others resist because they are satisfied with the existing system
and do not want to learn new methods. To manage resistance, effective
communication is the first important strategy. Management and HR should clearly
explain the need for change, its benefits, and how it will affect employees. When
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employees understand the purpose of change, their fear and uncertainty reduce
significantly. Employee participation is another useful method. When employees
are involved in the decision-making process, they feel valued and are more likely
to support the change. Participation also helps in collecting useful suggestions from
employees, which can improve the change process.

Training and development also play a key role in reducing resistance. Proper
training programs help employees gain the required skills and confidence to adapt
to new systems or technologies. When employees feel capable, they accept change
more easily. Providing support and counselling is also important. HR managers can
address employee concerns, solve doubts, and reduce stress through regular
interaction and guidance. This builds trust between employees and management.
Leadership support is another key factor. Managers and leaders should act as role
models and guide employees through the change process with a positive attitude.
Strong leadership encourages employees to accept change more willingly. Rewards
and motivation can also help reduce resistance. Recognizing employees who adapt
quickly and perform well during change encourages others to follow. Managing
resistance to change requires communication, participation, training, support, and
motivation. When handled properly, resistance can be reduced and organizational

change can be implemented smoothly and successfully.

12.5 HR Restructuring and Redesign

HR restructuring and redesign refers to the systematic process of changing
the structure, roles, responsibilities, systems, and processes of the Human Resource
department to make it more efficient, strategic, and aligned with organizational
goals. In today's competitive and technology driven environment, traditional HR
functions are no longer sufficient. Organizations require a flexible, data driven, and
performance-oriented HR system that supports long term growth and rapid decision
making.

HR restructuring mainly focuses on changing the internal structure of the HR
department. This includes redefining job roles, redesigning reporting relationships,
and redistributing responsibilities among HR employees. For example, an
organization may separate recruitment, training, and performance management into
specialized units instead of handling them under a single general HR team. New
positions such as HR business partners, talent acquisition specialists, and HR
analytics experts may also be introduced. This helps in improving specialization,
reducing workload imbalance, and increasing efficiency in HR operations.
Restructuring also helps eliminate unnecessary layers of management, which improves

communication flow between HR and employees.



HR redesign focuses more on improving HR systems, processes, and
methods of working. It involves shifting from traditional manual processes to modern
digital HR practices. Many organizations adopt Human Resource Information
Systems, artificial intelligence tools, and data analytics to manage recruitment, payroll,
attendance, and performance evaluation. This reduces paperwork, saves time,
and increases accuracy in decision making. HR redesign also emphasizes improving

employee experience by making HR services faster, simpler, and more transparent.

Another important aspect of HR restructuring and redesign is strategic
alignment. HR is no longer only an administrative function. It is now a strategic
partner in business development. The redesigned HR system supports organizational
goals such as productivity improvement, talent retention, leadership development,
and innovation. HR also plays a major role in workforce planning by analysing

future skill requirements and preparing employees accordingly.

Employee engagement is another key focus area. Aredesigned HR system
ensures better communication, feedback mechanisms, and grievance handling
processes. Employees are given more opportunities to participate in decision
making, which increases trust and motivation. HR also uses performance management
systems to track employee progress and provide continuous feedback for

improvement.

However, implementing HR restructuring and redesign involves several
challenges. Employees may resist changes due to fear ofjob loss, role changes, or
lack of understanding. There may also be temporary confusion during transition
periods. To handle this, HR must ensure clear communication, proper training, and
strong leadership support. Gradual implementation and employee involvement are

also important to reduce resistance and ensure smooth transition.

12.6 Downsizing and rightsizing

Downsizing and rightsizing are workforce management strategies used by
organizations to improve efficiency and reduce costs. Downsizing involves reducing
the number of employees, while rightsizing focuses on aligning workforce size with
organizational needs. Both approaches help organizations adapt to changing

business environments, enhance productivity, and maintain competitiveness.
Downsizing

Downsizing refers to the planned reduction of workforce in an organization
to improve efficiency, reduce costs, and increase profitability. It is a strategic

decision taken by management when the organization faces financial pressure,
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reduced demand, technological changes, mergers, or restructuring. Downsizing is
not only about reducing employees but also about reshaping the organization to

become more productive and competitive in the long run.

One ofthe main reasons for downsizing is cost reduction. Employee salaries,
benefits, and operational expenses form a major part of organizational costs. When
a company is facing losses or declining profits, it may reduce its workforce to
control expenses. Another reason is technological advancement. Automation,
artificial intelligence, and digital systems reduce the need for manual labour, leading
to surplus employees in certain departments. Organizational restructuring is also a
major cause of downsizing. When companies merge or reorganize, duplicate roles
may be eliminated to improve efficiency. In some cases, changes in market demand
or economic slowdown force organizations to reduce production levels, resulting

in reduced manpower requirements.

Downsizing can be implemented through various methods such as layoffs,
voluntary retirement schemes, early retirement packages, and termination of
contracts. Voluntary retirement schemes are often preferred because they allow
employees to leave the organization willingly with compensation benefits. Although
downsizing helps organizations reduce costs and improve efficiency, it has several
negative impacts. Employees who lose their jobs may experience financial stress,
emotional pressure, and uncertainty about their future. Remaining employees may
also feel insecure, which can reduce morale and productivity. Downsizing can also

damage the organization's reputation if not handled properly.

To manage downsizing effectively, organizations should follow fair and
transparent procedures. Proper communication is essential to explain the reasons
for downsizing and its necessity. Providing compensation packages, retraining
opportunities, and career counselling can help reduce employee dissatisfaction.
Ethical handling of downsizing is important to maintain trust and avoid legal issues.
In some cases, downsizing may be unavoidable, but it should always be used as a
last resort after exploring other cost-saving measures. Proper planning and human-
cantered approaches ensure that the negative effects are minimized while achieving

organizational goals.
Rightsizing

Rightsizing refers to the process of adjusting the size ofthe workforce to
match the actual needs of the organization. Unlike downsizing, which mainly focuses
on reducing employees, rightsizing focuses on achieving the optimal number of

employees required for efficient operations. The aimis not only to reduce costs but



also to ensure that the organization has the right talent in the right place at the right

time.

The main objective of rightsizing is to improve organizational efficiency and
productivity. It ensures that there are neither too many employees nor too few
employees in any department. Excess manpower leads to higher costs and
inefficiency, while shortage of manpower leads to workload pressure and reduced
performance. Rightsizing helps maintain balance between workforce size and

business requirements.

Rightsizing may involve both reduction and addition of employees. In some
cases, organizations may remove redundant positions, while in other cases they
may hire skilled professionals to fill skill gaps. It focuses on workforce optimization

rather than simple cost cutting.

Another important aspect of rightsizing is skill alignment. Organizations assess
employee skills and match them with job requirements. Employees who are not
suitable for current roles may be retrained, redeployed, or shifted to other

departments. This improves overall productivity and reduces skill mismatch.

Rightsizing is often supported by modern HR practices such as workforce
planning, job analysis, performance evaluation, and succession planning. These
tools help organizations identify the exact manpower requirements and future talent
needs. One major advantage of rightsizing is improved efficiency. It ensures better
utilization of human resources and reduces unnecessary costs. It also increases
employee satisfaction because roles are clearly defined and workloads are balanced.
Employees feel more secure compared to downsizing situations. However, rightsizing
also requires careful planning and analysis. Poor implementation may lead to
employee dissatisfaction or skill shortages. It requires continuous monitoring of

organizational performance and workforce needs.

Rightsizing is a more balanced and strategic approach compared to
downsizing. It focuses on long term sustainability, workforce optimization, and

aligning human resources with organizational goals.

12.7 Digital transformation in HR

Digital transformation in HR refers to the integration of digital technologies
into all Human Resource functions to improve efficiency, accuracy, employee
experience, and strategic decision making. It involves replacing traditional manual
HR processes with technology driven systems such as Human Resource Information

Systems, artificial intelligence, cloud computing, data analytics, and mobile based
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HR applications. The main aim is to make HR more automated, data driven, and

employee centric.

One ofthe key areas of digital transformation is recruitment and selection.
Organizations now use online job portals, Al based resume screening tools, and
video interviewing platforms to identify suitable candidates quickly. This reduces
hiring time and improves the quality of selection by using data-based evaluation
instead of manual screening. Another important area is performance management.
Traditional annual appraisal systems are being replaced by continuous performance
tracking tools. Digital platforms allow managers to provide real time feedback, set
goals, and monitor employee progress. This helps employees improve continuously
rather than waiting for yearly reviews. Employee engagement has also improved
through digital transformation. Organizations use mobile apps, online surveys, and
feedback systems to understand employee satisfaction levels. Digital communication
tools help employees stay connected with management, especially in remote and

hybrid work environments.

Training and development have become more flexible and accessible due to
digital tools. E learning platforms, virtual classrooms, and webinars allow employees
to learn new skills anytime and anywhere. This supports continuous learning and

helps organizations build a skilled workforce.

Payroll and administrative tasks are also automated through digital systems.
Salary processing, attendance tracking, leave management, and tax calculations
are now handled through software systems, reducing errors and saving time for
HR professionals. Data analytics plays a major role in modern HR transformation.
HR departments can analyse employee performance, turnover rates, recruitment
trends, and training effectiveness using data. This helps in making informed decisions
and improving workforce planning. Digital transformation also supports remote
and hybrid working models. Cloud based HR systems allow employees to access

HR services from any location, improving flexibility and productivity.

However, digital transformation also brings challenges. Employees may face
difficulties adapting to new technologies, and organizations may face issues related
to data security and privacy. Proper training and cyber security measures are
necessary to address these concerns. Digital transformation is reshaping HR into a
more strategic and technology driven function that supports organizational growth

and improves employee experience.



12.8 Measuring Change Outcomes

Measuring change outcomes is the process of evaluating the effectiveness
and success of organizational change initiatives. Organizations often implement
changes such as restructuring, adoption of new technologies, process improvements,
policy modifications, mergers, or cultural transformations to achieve specific goals.
However, implementing change alone is not sufficient; it is equally important to
assess whether the desired outcomes have been achieved. Measuring change
outcomes helps organizations determine the impact of change on employees,

processes, performance, and overall organizational success.

One ofthe primary objectives of measuring change outcomes is to evaluate
improvements in organizational performance. Management analyses key
performance indicators (KPIs) such as productivity, efficiency, quality of work,
profitability, and operational effectiveness. If these indicators show positive
improvement after the change, it suggests that the initiative has been successful.
Measuring performance helps organizations understand whether the change has

contributed to achieving strategic objectives.

Employee-related outcomes are also important in assessing the success of
change initiatives. Organizations examine whether employees have accepted and
adapted to the changes. Factors such as employee productivity, skill development,
teamwork, and adaptability are evaluated. HR departments may analyse employee
turnover rates, absenteeism levels, and engagement scores to determine the impact
of change on the workforce. Areduction in absenteeism and turnover, along with
higher engagement levels, often indicates successful change implementation.
Employee satisfaction serves as another valuable measure of change outcomes.
Organizations use surveys, interviews, focus groups, and feedback mechanisms to
understand employee perceptions of the change process. Positive feedback suggests
that employees support the change and feel comfortable with new systems or
procedures. On the other hand, dissatisfaction may indicate resistance,

communication gaps, or implementation challenges that require attention.

Customer satisfaction is equally significant, especially in organizations that
focus on service delivery. Changes aimed at improving products, services, or
customer experience should result in higher customer satisfaction levels.
Organizations measure customer feedback, service quality, complaint rates, and
customer retention to evaluate whether the change has enhanced customer value.
Financial performance is another critical indicator. Organizations assess cost savings,

revenue growth, return on investment (ROI), and profitability resulting from the
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change initiative. Positive financial outcomes demonstrate that the change has

generated economic benefits and contributed to organizational growth.

Comparing actual outcomes with planned objectives is an essential step in
the evaluation process. This comparison helps identify whether the intended goals
have been achieved and highlights any gaps between expected and actual results.
Management can then take corrective actions and make necessary adjustments.
Measuring change outcomes promotes accountability, supports informed decision-
making, and encourages continuous improvement. It enables organizations to learn
from experience, identify strengths and weaknesses in the change process, and
improve future change initiatives. Therefore, effective measurement is a vital

component of successful organizational change management.
Exercises :
Q.1 Answer the following questions in detail:

1. Explainthe concept of Strategic Change and HR Transformation in detail

and discuss its importance in modern organizations.

2. Describe the role of HR in change management and explain how HR

helps in reducing resistance to change.
3. Discuss the types of organizational change with suitable examples.

4. Explain HR restructuring and redesign. Also discuss the challenges faced

during implementation.

5. Describe downsizing and rightsizing in detail. Compare both approaches

and explain their impact on employees and organizations.
Q.2 Briefly answer the following questions:
1. Define strategic change.

2. What is HR transformation?

(98]

List any two roles of HR in change management.

b

What is organizational change?

5. Define resistance to change.

@

What is HR restructuring?

~

Mention two types of organizational change.
What is downsizing?

9. Define rightsizing.
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Q.3 Choose the correct answer from the options given below each of the
following statements (MCQs) :

1.

Strategic change mainly focuses on

A) Short term profits B) Long termimprovement
C) Employee punishment D) Marketing only
Answer: B) Long term improvement

HR acts as a bridge between

A) Customers and suppliers B) Management and employees
C) Government and media D) Finance and marketing
Answer: B) Management and employees

Resistance to change means

A) Accepting new systems B) Supporting management
C) Opposing new changes D) Increasing productivity
Answer: C) Opposing new changes

Which change involves introducing new technology ?

A) Cultural change B) Technological change
C) Structural change D) Strategic change

Answer: B) Technological change

Downsizing refers to
A) Hiring more employees B) Reducing workforce
C) Increasing salaries D) Training employees

Answer: B) Reducing workforce

Rightsizing focuses on
A) Maximum employees B) Optimal workforce size
C) No employees D) Only managers

Answer: B) Optimal workforce size

209



Strategic HRM

7. Digital transformation in HR mainly uses
A) Manual registers B) Paper files only
C) Technology and automation D) Verbal communication only

Answer: C) Technology and automation
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Unit : 13
Global and ethical strategic HRM

13.1 Introduction

13.2 Concept of Global HRM

13.3 International Staffing Strategies
13.4 Cross Cultural Management

13.5 Expatriate Management

13.6 Global Talent Management

13.7 Ethical Issues in SHRM

13.8 Diversity and Inclusion Strategies
13.9 Sustainability and Green HRM
13.10 Managing HR Risks Globally

> Exercise

13.1 Introduction

Global and ethical Strategic Human Resource Management (SHRM) is an
important concept in modern business organizations that operate in a highly
competitive and interconnected world. It refers to the process of managing human
resources in a way that supports the long-term goals of the organization while also
maintaining ethical standards and global business practices. With the growth of
multinational companies, globalization, technological advancement, and cultural
diversity, organizations now need effective HR strategies that can manage employees
across different countries and cultures. Strategic HRM helps organizations align
human resource policies, recruitment, training, compensation, and performance
management with business objectives to improve organizational performance and

productivity.

Global SHRM focuses on managing an international workforce and handling
challenges such as cultural differences, international labour laws, communication

barriers, expatriate management, and global talent acquisition. Organizations must
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ensure that employees working in different countries are managed fairly and
effectively according to local and international standards. Ethical SHRM emphasizes
honesty, fairness, equality, employee rights, workplace safety, non-discrimination,
and social responsibility in HR practices. Ethical behaviour in HR management
helps build employee trust, improves organizational reputation, and creates a positive
work environment. In today's business environment, organizations are expected
not only to achieve profits but also to follow ethical principles and global standards
in employee management. Therefore, global and ethical strategic HRM plays a
significant role in maintaining employee satisfaction, organizational growth,

sustainability, and competitive advantage in the international market.

13.2 Concept of Global HRM

Global Human Resource Management (Global HRM) refers to the process of
managing human resources in organizations that operate internationally across
different countries. It involves planning, recruiting, training, compensating, and
managing employees ina global business environment. Global HRM ensures that
the organization effectively utilizes its workforce while maintaining coordination
between headquarters and international branches. The main objective of Global
HRM is to support international business operations and achieve organizational

goals through efficient management of people worldwide.

Global HRM is broader than domestic HRM because it deals with employees
from different cultural, social, legal, and economic backgrounds. It includes managing
expatriates, handling international labour laws, adapting HR policies to local cultures,
and ensuring smooth communication among employees in different countries.
Organizations operating globally must understand cultural diversity and develop
strategies that create cooperation and mutual understanding among employees.
This helps in improving productivity, teamwork, and employee satisfaction. The
major functions of Global HRM include international recruitment and selection,
training and development, performance appraisal, compensation management,
employee relations, and global leadership development. It also focuses on talent
management and maintaining ethical standards across international operations.
Effective Global HRM helps organizations gain competitive advantage by attracting
skilled employees, reducing cultural conflicts, and improving organizational

performance.



In today's era of globalization, businesses are expanding rapidly into
international markets. Therefore, Global HRM has become an essential part of
organizational success because it helps companies manage human resources
efficiently in different countries while maintaining consistency in organizational values

and objectives.

13.3 International Staffing Strategies

International staffing strategies refer to the methods and approaches used by
multinational companies to select and manage employees for international operations.
These strategies help organizations place the right employees in the right positions
across different countries. Effective staffing is important for maintaining coordination
between headquarters and foreign branches, improving organizational performance,
and achieving global business objectives. International staffing strategies also help
organizations manage cultural diversity, leadership development, and knowledge

transfer between countries.
1.  Ethnocentric Staffing Strategy

In the ethnocentric staffing strategy, key managerial positions in foreign
subsidiaries are filled by employees from the parent country where the
company headquarters is located. The organization believes that employees
from the home country understand the company's culture, policies, objectives,
and management style better than local employees. This strategy helps maintain
control and consistency across international operations. The ethnocentric
approach is commonly used when organizations want to transfer corporate
culture and business practices to foreign subsidiaries. It also helps improve
communication between headquarters and international branches. However,
this strategy may create problems such as high relocation costs, cultural
adjustment difficulties, and dissatisfaction among local employees because
they may feel that career growth opportunities are limited.

2.  Polycentric Staffing Strategy

The polycentric staffing strategy involves hiring local employees from the
host country to manage operations in that country. Under this approach,
foreign subsidiaries are managed by local citizens who understand the culture,
language, customs, market conditions, and legal environment ofthe host
country. This strategy helps organizations build strong relationships with local
customers, employees, and government authorities. Polycentric staffing
reduces the cost of relocating employees from the home country and
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minimizes cultural misunderstandings. Local managers can make better
decisions according to local business conditions. However, this approach
may create communication gaps between headquarters and foreign
subsidiaries. There may also be limited opportunities for international career
development for local employees and difficulties in maintaining consistent
organizational culture globally.

Geocentric Staffing Strategy

The geocentric staffing strategy focuses on selecting the best employees for
key positions regardless of their nationality. Organizations recruit talented
individuals from any country based on skills, qualifications, knowledge, and
experience. This strategy promotes a global mindset and encourages diversity
in the workplace. Geocentric staffing helps organizations develop international
leadership and improve coordination among global operations. Employees
from different cultural backgrounds work together and share ideas, which
improves innovation and organizational learning. It also creates equal career
opportunities for employees worldwide. However, this strategy can be
expensive because of international recruitment, relocation, and training costs.
Organizations may also face legal and immigration challenges when

transferring employees between countries.
Regiocentric Staffing Strategy

In the regiocentric staffing strategy, organizations recruit employees froma
particular geographic region to manage operations within that region. For
example, a company may appoint managers from Asian countries to handle
operations across Asia. This strategy helps organizations balance global
coordination and regional adaptation. Regiocentric staffing allows employees
to gain regional experience and understand similarities among neighbouring
countries. It improves communication and cooperation within the region and
reduces cultural barriers compared to ethnocentric staffing. The strategy is
less costly than geocentric staffing because employee movement is limited
within a specific region. However, employees may face limited opportunities
to work outside their assigned region, and global integration may still be
weaker compared to geocentric staffing. International staffing strategies are
important because they help organizations manage global operations
effectively. Proper staffing improves communication, leadership, employee
performance, and organizational control. It also supports cultural
understanding, global talent management, and international business expansion.

Effective staffing strategies help organizations reduce conflicts, improve



employee satisfaction, and achieve competitive advantage in the global market.
Different organizations use different staffing strategies depending on their
business objectives, organizational structure, and international operations.
Therefore, selecting the right international staffing strategy is essential for the

success and growth of multinational organizations.

13.4 Cross Cultural Management

Cross cultural management refers to the process of managing employees
who belong to different cultural backgrounds within an organization. In today's
global business environment, multinational companies employ people from different
countries, religions, languages, traditions, and social values. Due to globalization
and international business expansion, organizations increasingly face the challenge
of managing cultural diversity in the workplace. Cross cultural management helps
organizations understand and handle these cultural differences effectively so that
employees can work together smoothly and achieve organizational goals. Culture
greatly influences employee behaviour, communication patterns, attitudes toward
work, leadership expectations, and decision-making styles. Employees from some
cultures may prefer teamwork and collective decision-making, while others may
focus more on individual achievement and independence. Differences may also
exist in communication styles, attitudes toward authority, punctuality, workplace
relationships, and problem-solving methods. Ifthese differences are not managed
properly, they can create misunderstandings, conflicts, low employee morale, and

reduced productivity.

Cross cultural management helps organizations create a work environment
based on mutual respect, understanding, and cooperation. One of the important
elements of cross-cultural management is cultural awareness. Managers and
employees should understand the beliefs, traditions, customs, and values of different
cultures to avoid cultural misunderstandings and discrimination. Many organizations
provide cross cultural training programs to employees before assigning them
international responsibilities. These training programs help employees learn about
local customs, communication styles, business etiquette, and social behaviour in
different countries. Effective communication is another essential aspect of cross-
cultural management. Language barriers and differences in communication methods
can create confusion among employees from different cultures. Therefore,
organizations encourage open communication, teamwork, and language support

to improve understanding among employees.
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Leadership also plays an important role in cross cultural management. Managers
must adopt flexible leadership styles according to the cultural expectations of
employees. Some cultures prefer strict and formal leadership, while others prefer
democratic and participative leadership approaches. A successful global manager
understands these cultural differences and adapts management practices accordingly.

Cross cultural management also promotes diversity and inclusion in the workplace.

Employees from different cultural backgrounds contribute new ideas,
experiences, and perspectives, which improve creativity, innovation, and problem-
solving within the organization. In addition, effective cross-cultural management
improves employee satisfaction, teamwork, organizational reputation, and
nternational business relationships. Therefore, cross culturalmanagement is essential
for the success and growth of organizations operating in the global business

environment.

13.5 Expatriate Management

Expatriate management refers to the process of managing employees who
are sent by an organization to work in a foreign country for a specific period of
time. These employees are known as expatriates or foreign assignments employees.
In multinational organizations, expatriates are often sent to foreign subsidiaries to
transfer knowledge, maintain coordination between headquarters and international
branches, develop global leadership, and support business expansion. Effective
expatriate management is important because international assignments involve
cultural adjustment, family adaptation, communication challenges, and changes in
work environments. Proper management helps organizations ensure that expatriates

perform successfully and contribute positively to organizational goals.

The process of expatriate management begins with the selection of suitable
employees for international assignments. Organizations usually select employees
who possess technical skills, leadership abilities, communication skills, adaptability,
and cultural understanding. Employees who can easily adjust to different cultures
and work environments are more likely to succeed in foreign assignments. After
selection, organizations provide pre-departure training to prepare expatriates for
cultural, social, legal, and business conditions in the host country. This training
helps employees understand local customs, language, communication styles, and
workplace behaviour, reducing cultural shock and adjustment problems.

Compensation and benefits are also important aspects of expatriate
management. Expatriates are often provided with special allowances such as

housing, transportation, medical facilities, education support for children, travel



expenses, and hardship allowances. These benefits help employees maintain a
comfortable standard of living in the foreign country and increase motivation for
international assignments. Organizations also provide continuous support to
expatriates and their families during the assignment period. Family adjustment is
considered very important because family dissatisfaction can negatively affect

employee performance and increase the risk of assignment failure.

Performance management and communication are essential for successful
expatriate management. Organizations regularly evaluate expatriates' performance
and provide feedback to ensure that business objectives are achieved. Effective
communication between headquarters and expatriates helps maintain coordination
and reduces feelings of isolation. At the end ofthe assignment, organizations conduct
repatriation programs to help employees return and adjust to their home country.
Repatriation support includes career planning, job placement, and psychological

adjustment assistance.

Effective expatriate management benefits both employees and organizations.
It helps organizations transfer knowledge globally, improve international
coordination, develop global leadership skills, and strengthen business operations
in foreign markets. Therefore, expatriate management is an important function of
global human resource management and plays a significant role in the success of

multinational organizations.

13.6 Global Talent Management

Global talent management refers to the process of attracting, developing,
managing, and retaining talented employees in organizations that operate
internationally. In today's global business environment, organizations compete not
only for customers and markets but also for skilled and talented employees. Global
talent management helps organizations identify capable employees from different
countries and utilize their skills effectively to achieve organizational goals. It focuses
on building a strong workforce that can work successfully in different cultural,
economic, and business environments. Multinational companies especially depend
on global talent management to maintain competitiveness, innovation, and long-

term growth in the international market.

Global talent management involves several important HR activities such as
recruitment, selection, training, leadership development, performance management,
succession planning, and employee retention on a global level. Organizations search
for talented individuals across different countries and select employees based on
their knowledge, skills, abilities, experience, and leadership potential. Modern
organizations no longer limit recruitment to one country because globalization and
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technology have made international hiring easier. By hiring employees from diverse
cultural backgrounds, organizations gain access to different ideas, creativity, and

perspectives that improve innovation and problem-solving.

One of the major objectives of global talent management is to ensure that the
right employees are placed in the right positions worldwide. Organizations carefully
analyse workforce requirements and identify employees who can handle international
responsibilities. Global talent management also includes leadership development
programs that prepare employees for managerial and global leadership positions.
Multinational companies provide training in communication skills, cultural awareness,
teamwork, and international business practices so that employees can work
effectively in global environments. Cross cultural training is especially important
because employees working in different countries must understand cultural values,

business etiquette, and communication styles.

Employee development is another essential part of global talent management.
Organizations conduct regular training and skill development programs to improve
employee competencies and prepare them for future challenges. Companies often
provide international assignments, job rotation, mentoring, and coaching
opportunities to employees so that they can gain global experience and leadership
skills. Such development activities improve employee confidence, knowledge
sharing, and career growth opportunities. Performance management also plays an
important role in global talent management. Organizations evaluate employee
performance regularly using global performance standards and objectives. Effective
performance management helps organizations identify high-performing employees
and reward them appropriately. Compensation and reward systems in global talent
management are designed to attract and retain talented employees. Multinational
organizations provide competitive salaries, incentives, bonuses, healthcare benefits,
international career opportunities, and work-life balance programs to motivate

employees and reduce turnover.

Retention oftalented employees is one of the biggest challenges faced by
organizations today. Skilled employees often receive job opportunities from different
companies worldwide. Therefore, organizations focus on creating a positive work
environment, career development opportunities, employee engagement programs,
and fair HR policies to retain talented employees. Organizations that fail to manage
talent effectively may suffer from high employee turnover, skill shortages, reduced
productivity, and loss of competitive advantage. Technology has also transformed
global talent management practices. Organizations use digital HR systems, online

recruitment platforms, virtual training programs, artificial intelligence, and data



analytics to identify and manage talent globally. Remote working and virtual
collaboration have further increased opportunities for organizations to hire talented
employees from different parts of the world without geographical limitations.

Global talent management also supports diversity and inclusion in
organizations. Employees from different countries, cultures, genders, and
backgrounds contribute unique ideas and experiences, improving creativity and
organizational learning. Diversity helps organizations better understand international
customers and business markets. Ethical treatment of employees, equal
opportunities, and fair HR practices are also important components of effective
global talent management. Global talent management is an essential part of modern
strategic human resource management. It helps organizations attract, develop, and
retain talented employees across the world while improving organizational
performance and global competitiveness. Effective global talent management
supports innovation, leadership development, employee satisfaction, and long-term
business success in the international market. Therefore, organizations must
continuously invest in talent management strategies to meet future business challenges

and maintain sustainable growth.

13.7 Ethical issues in SHRM

Ethical issues in Strategic Human Resource Management (SHRM) refer to
the moral and fair practices followed by organizations while managing employees
and HR activities. SHRM focuses on aligning human resource policies with
organizational goals, but it is equally important for organizations to maintain honesty,
equality, fairness, and respect in all HR practices. Ethical issues arise when employees
are treated unfairly, discriminated against, exploited, or when organizations fail to
protect employee rights and dignity. In modern organizations, ethical behaviour is
essential because employees expect transparency, equal opportunities, safe working

conditions, and respectful treatment in the workplace.

Ethical SHRM helps organizations create a positive work environment,
improve employee trust, increase motivation, and maintain a strong organizational
reputation. Unethical practices such as favouritism, harassment, unfair compensation,
privacy violations, and discrimination can negatively affect employee morale and
organizational performance. Globalization, technology, and changing workforce
expectations have further increased the importance of ethics in HR management.
Therefore, organizations must develop ethical HR policies, follow labour laws, and
promote responsible behaviour in all human resource activities to achieve long-

term success and sustainable growth.
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Discrimination in the Workplace

Discrimination is one of the major ethical issues in Strategic Human Resource
Management. It occurs when employees are treated unfairly on the basis of
gender, age, religion, caste, race, nationality, disability, or other personal
characteristics. Some employees may not receive equal opportunities in
recruitment, promotion, training, or salary because ofbias and prejudice.
Such practices create dissatisfaction, reduce employee morale, and damage
workplace relationships. Ethical SHRM requires organizations to provide
equal employment opportunities and maintain fairness in all HR activities.
Organizations should develop anti-discrimination policies and promote

diversity and inclusion in the workplace.
Favouritism and Bias in Recruitment and Promotion

Favouritism occurs when managers give special preference to certain
employees because of personal relationships, family connections, or personal
opinions rather than merit and performance. Bias in recruitment and promotion
reduces employee trust and creates feelings of injustice among workers.
Employees may feel demotivated when deserving candidates are ignored.
Ethical SHRM emphasizes transparent and objective selection, appraisal,
and promotion systems based on qualifications, skills, and performance.
Fair HR practices improve employee confidence and organizational

reputation.
Employee Privacy and Confidentiality

Organizations collect important employee information such as salary details,
medical reports, personal records, and performance data. Misuse or
unauthorized sharing of this information is an ethical issue in SHRM. Employees
expect organizations to protect their private information and maintain
confidentiality. Violation of privacy may reduce employee trust and create
legal problems for the organization. Ethical HR managers must ensure proper
data security systems and use employee information only for official purposes.
Respecting employee privacy helps build trust and positive workplace

relationships.
Workplace Harassment

Workplace harassment includes sexual harassment, bullying, verbal abuse,

mental harassment, and disrespectful behaviour toward employees.



Harassment creates fear, stress, and an unhealthy work environment.
Employees facing harassment may experience low confidence, emotional
problems, and reduced productivity. Ethical SHRM requires organizations
to maintain a safe and respectful workplace for all employees. Companies
should implement anti-harassment policies, complaint handling systems, and
awareness programs to prevent unethical behaviour and protect employee
dignity.

Unfair Compensation and Employee Exploitation

Some organizations may provide low wages, excessive workloads, long
working hours, or poor working conditions to employees. Such exploitation
is considered unethical because employees are not treated fairly for their
contributions. Employees who are underpaid or overworked may become
dissatisfied and less productive. Ethical SHRM focuses on fair compensation,
employee welfare, safe working conditions, and work-life balance.
Organizations should ensure that employees receive proper salaries,

incentives, benefits, and healthy work environments.
Unethical Downsizing and Termination

Organizations sometimes reduce employees during economic difficulties,
restructuring, or cost-cutting activities. However, sudden layoffs without
proper notice, compensation, or support create ethical problems. Employees
may face stress, insecurity, and financial difficulties due to unfair termination
practices. Ethical SHRM requires organizations to follow fair and transparent
termination procedures. Companies should provide notice periods,
compensation, counselling, and career support to affected employees. Ethical
handling of downsizing helps maintain organizational reputation and employee

trust.
Exploitation in Global Operations

Multinational organizations operating in different countries may face ethical
issues related to labour standards and employee rights. Some companies
may exploit cheap labour, poor working conditions, or weak labour laws in
developing countries to reduce operational costs. Such practices violate
employee rights and damage the organization's image. Ethical SHRM requires
organizations to follow international labour standards, human rights principles,
and fair employment practices in all countries where they operate. Responsible

global HR practices improve social responsibility and business sustainability.
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8.  Ethical Issues in Technology and Employee Monitoring

Modern organizations use technology for employee monitoring, performance
tracking, and workplace surveillance. Excessive monitoring through cameras,
tracking software, or digital systems may violate employee privacy and create
stress. Employees may feel that they are constantly being watched and
controlled. Ethical SHRM requires organizations to balance organizational
security and employee privacy. HR managers should use monitoring systems
responsibly and inform employees clearly about workplace surveillance
policies. Transparent use of technology helps maintain employee trust and

ethical work practices.

13.8 Diversity and Inclusion Strategies

Diversity and inclusion strategies refer to the policies and practices adopted
by organizations to create a workplace where employees from different backgrounds
are valued, respected, and given equal opportunities. Diversity means the presence
of differences among employees in terms of gender, age, religion, caste, culture,
language, race, nationality, education, disability, and experience. Inclusion means
creating an environment where all employees feel accepted, involved, and respected
regardless of their differences. In today's global business environment, diversity
and inclusion have become important parts of strategic human resource management

because organizations employ people from various cultural and social backgrounds.

Organizations implement diversity and inclusion strategies to improve
employee satisfaction, innovation, teamwork, and organizational performance. One
important strategy is equal employment opportunity. Organizations should ensure
fairness in recruitment, promotion, training, compensation, and performance
evaluation without discrimination. Employees should be selected based on
qualifications, skills, and performance rather than personal characteristics. Equal
opportunity policies help reduce bias and create trust among employees. Another
important strategy is diversity training and awareness programs. Organizations
conduct workshops and training sessions to educate employees about cultural
differences, gender sensitivity, workplace behaviour, and mutual respect. These
programs help employees understand the importance of diversity and reduce
prejudice, stereotypes, and discrimination in the workplace. Diversity training also
improves communication and teamwork among employees from different
backgrounds. Inclusive leadership is also essential for successful diversity

management. Managers and leaders should encourage participation, listen to



employee opinions, and treat all employees fairly. Inclusive leaders create a
supportive work environment where employees feel comfortable sharing ideas and
expressing themselves. Such leadership improves employee confidence, motivation,
and job satisfaction. Organizations should also develop anti-discrimination and
anti-harassment policies to protect employees from unfair treatment and workplace

harassment.

Flexible work policies are another effective diversity and inclusion strategy.
Organizations can provide flexible working hours, work-from-home opportunities,
maternity and paternity leave, and support programs for employees with disabilities
or family responsibilities. Such policies help employees balance personal and
professional life and improve employee well-being. Employee resource groups
and support networks also help organizations promote inclusion by providing
employees with opportunities to connect, share experiences, and support one

another.

Communication plays a major role in diversity and inclusion strategies.
Organizations should encourage open communication and respect for different
opinions and perspectives. Employees should feel free to discuss workplace concerns
without fear of discrimination or unfair treatment. Regular feedback systems and
grievance handling mechanisms help organizations address employee issues
effectively. Technology and global business expansion have increased workforce
diversity in organizations. Therefore, companies must create HR policies that support
cultural understanding, equality, and inclusion. Organizations that value diversity
benefit fromimproved creativity, innovation, decision-making, and problem-solving
because employees from different backgrounds contribute unique ideas and
experiences. Diversity also helps organizations understand international customers
and markets more effectively. Thus, diversity and inclusion strategies are essential
for creating a fair, respectful, and productive workplace. These strategies help
organizations improve employee morale, teamwork, innovation, and organizational
reputation. Effective diversity and inclusion practices also support ethical HR

management and long-term business success in the global business environment.

13.9 Sustainability and Green HRM

Sustainability and Green Human Resource Management (Green HRM) are
important concepts in modern business organizations that focus on environmental
protection, responsible use of resources, and sustainable business practices.

Sustainability refers to meeting present organizational and societal needs without
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harming the ability of future generations to meet their needs. It includes maintaining
balance between economic growth, environmental protection, and social
responsibility. Green HRM refers to the integration of environmental management
and sustainable practices into human resource management policies and activities.
It encourages employees and organizations to adopt eco-friendly behaviour and
contribute toward environmental sustainability. In recent years, organizations across
the world have become more concerned about environmental problems such as
pollution, climate change, global warming, deforestation, and waste generation.
Governments, customers, employees, and society expect organizations to operate
responsibly and reduce negative environmental impacts. Therefore, HR departments
now play an important role in promoting sustainability through employee involvement,
training, awareness, and green workplace practices. Green HRM helps
organizations create environmentally responsible employees and build a culture of

sustainability within the organization.

One of the important functions of Green HRM is green recruitment and
selection. Organizations prefer to hire employees who are aware of environmental
protection and sustainable practices. During recruitment, companies may
communicate their environmental values and sustainability goals to attract
environmentally conscious candidates. Green recruitment also involves using online
applications, virtual interviews, and digital communication to reduce paper usage
and environmental waste. Green training and development is another major aspect
of Green HRM. Organizations provide training programs to educate employees
about energy conservation, waste management, recycling, pollution control, and
sustainable work practices. Employees are encouraged to reduce unnecessary use
of paper, electricity, water, and other resources in the workplace. Environmental
awareness programs help employees understand their responsibility toward

environmental protection and motivate them to participate in green initiatives.

Performance management and reward systems also support Green HRM
practices. Organizations may include environmental performance standards in
employee appraisal systems. Employees who actively participate in sustainability
programs and eco-friendly activities may receive rewards, recognition, incentives,
or promotions. Such practices motivate employees to follow green behaviour and
contribute toward organizational sustainability goals. Green HRM also encourages
the creation ofa green workplace environment. Organizations adopt practices

such as paperless offices, digital record management, energy-efficient equipment,



waste recycling systems, tree plantation programs, and environmentally friendly
transportation options. Flexible working arrangements such as work-from-home
and virtual meetings also reduce travel-related pollution and energy consumption.
These initiatives not only protect the environment but also reduce operational costs

and improve organizational efficiency.

Employee involvement is very important in sustainability initiatives.
Organizations encourage employees to participate in environmental campaigns,
social responsibility programs, and community development activities. Teamwork
and employee participation increase awareness and strengthen organizational
commitment toward sustainability. HR managers play a significant role in creating
environmental policies, promoting ethical behaviour, and encouraging sustainable
work culture within the organization. Green HRM also improves organizational
reputation and competitive advantage. Customers, investors, and society often
prefer organizations that follow environmentally responsible practices. Organizations
with strong sustainability policies attract talented employees, improve customer
trust, and build a positive corporate image. Employees also feel proud to work in
organizations that care about environmental and social responsibilities. Therefore,
sustainability practices improve employee satisfaction, loyalty, and organizational

commitment.

However, implementing Green HRM may also involve certain challenges.
Organizations may face high initial costs for adopting green technologies, employee
resistance to change, lack of environmental awareness, and difficulties in measuring
environmental performance. Small organizations may especially find it difficult to
invest in sustainable infrastructure and training programs. Despite these challenges,
organizations increasingly recognize the long-term benefits of sustainability and
environmental responsibility. Globalization and increasing environmental concerns
have made sustainability an essential part of strategic HR management. Governments
and international organizations also encourage businesses to follow environmental
laws, labour standards, and sustainable development practices. Green HRM helps
organizations fulfil social responsibilities while achieving economic growth and

business success.

In summary, sustainability and Green HRM focus on integrating environmental
protection and responsible resource management into organizational activities and

HR practices. Green HRM encourages eco-friendly employee behaviour, reduces
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environmental impact, improves organizational efficiency, and strengthens corporate
social responsibility. Organizations that successfully implement sustainability and
Green HRM practices achieve long-term growth, employee satisfaction, and

competitive advantage while contributing positively to society and the environment.

13.10 Managing HR Risks Globally

Managing HR risks globally refers to the process of identifying, analysing,
and controlling human resource-related risks that arise in international business
operations. Multinational organizations operate in different countries with diverse
cultures, labour laws, economic conditions, political systems, and workforce
expectations. These differences create various challenges and risks in managing
employees across global operations. Human resource risks can affect employee
performance, organizational reputation, legal compliance, financial stability, and
overall business success. Therefore, effective management of global HR risks is
essential for multinational organizations to maintain smooth operations and achieve

long-term objectives.

One major HR risk in global organizations is legal and regulatory risk. Different
countries have different labour laws, employment regulations, taxation systems,
health and safety requirements, and employee rights. Organizations that fail to
comply with local laws may face legal penalties, lawsuits, financial losses, and
damage to reputation. HR managers must understand and follow the labour laws
of each country where the organization operates. Proper legal compliance,
documentation, and regular policy reviews help organizations reduce legal risks in

international operations.

Cultural differences also create significant HR risks in global business.
Employees from different countries may have different communication styles, work
values, leadership expectations, and social behaviours. Misunderstandings caused
by cultural differences may lead to workplace conflicts, poor teamwork, and
reduced productivity. Cross cultural training and diversity management programs
help employees and managers understand cultural differences and improve
communication and cooperation. Organizations that respect cultural diversity create

a more positive and productive work environment.

Talent management and employee retention are other major global HR risks.
Skilled employees are highly valuable in competitive international markets, and
organizations may struggle to attract and retain talented workers. High employee

turnover can increase recruitment costs, reduce productivity, and affect



organizational stability. To manage this risk, organizations provide competitive
compensation, career development opportunities, training programs, work-life
balance policies, and employee engagement activities. Effective global talent

management helps organizations maintain a skilled and motivated workforce.

Expatriate management is another important area of global HR risk.
Employees sent to foreign countries for international assignments may face cultural
adjustment problems, language barriers, family difficulties, stress, and dissatisfaction.
Failure of expatriate assignments can result in financial losses and operational
problems for organizations. Proper selection, cross cultural training, family support,
compensation packages, and continuous communication help organizations reduce

expatriate-related risks and improve assignment success.

Health, safety, and employee well-being are also critical global HR concerns.
Employees working in different countries may face unsafe working conditions,
health risks, political instability, or natural disasters. Organizations must develop
health and safety policies that comply with international standards and local
regulations. Providing safe workplaces, medical support, mental health programs,
and emergency response systems help protect employees and reduce organizational

risks.

Technological risks and cybersecurity issues have increased with the growth
of digital HR systems and remote work practices. Organizations store large amounts
of employee information such as personal records, payroll data, and performance
reports in digital systems. Cyberattacks, data breaches, and misuse of employee
information can create serious legal and ethical problems. HR departments must
implement strong cybersecurity measures, data protection systems, and privacy

policies to safeguard employee information and maintain trust.

Ethical risks are also important in global HR management. Some multinational
organizations may face issues such as discrimination, child labour, unfair wages,
harassment, exploitation, and violation of employee rights in certain countries.
Unethical practices can damage organizational reputation and create legal problems.
Organizations must follow ethical HR policies, international labour standards, and
corporate social responsibility practices across all global operations. Ethical
leadership and transparent HR policies help reduce unethical behaviour and maintain
employee trust. Economic and political instability in different countries can also
create HR risks for multinational organizations. Changes in government policies,

economic recession, inflation, political conflicts, or labour strikes may affect business
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operations and employee management. Organizations should conduct regular risk
assessments, develop contingency plans, and maintain flexibility in HR strategies to
handle uncertain situations effectively. Communication risk is another challenge in
global HR management. Employees working across different countries and time
zones may experience communication gaps, misunderstandings, and coordination
difficulties. Effective communication systems, virtual collaboration tools, and clear
organizational policies help improve coordination and reduce operational risks in

global teams.

Training and development play an important role in managing HR risks
globally. Organizations should provide employees and managers with training in
cultural awareness, ethical behaviour, legal compliance, safety practices,
communication skills, and crisis management. Well-trained employees are better
prepared to handle challenges and support organizational goals effectively. In
conclusion, managing HR risks globally is an essential responsibility of multinational
organizations. Global HR risks arise from legal, cultural, technological, ethical,
economic, and operational challenges in international business environments.
Effective risk management helps organizations protect employees, maintain
compliance, improve organizational stability, and achieve sustainable business
growth. Therefore, organizations must develop strong global HR policies, ethical
practices, employee support systems, and risk management strategies to successfully
manage international human resources and maintain competitiveness in the global

market.
Exercises :
Q.1 Answer the following Questions in detail:

1) Explain the objectives and importance of Global Human Resource

Management in modern organizations.

2) Discuss the different international staffing strategies used by multinational

companies with their advantages and limitations.

3) Explain the concept of cross-cultural management and describe its

importance in global business operations.

4) What is expatriate management? Explain the process and challenges of

managing expatriates in multinational organizations.

5) Define global talent management and discuss its role in improving

organizational competitiveness.



Q.2

Q.3

6)

7)

8)

Strategic HRM

Explain the major ethical issues in Strategic Human Resource

Management and suggest measures to overcome them.
Discuss the meaning and importance of diversity and inclusion strategies
in organizations.

Explain the concept of Sustainability and Green HRM. Discuss the role
of Green HRM practices in environmental protection and organizational

development.

Write Short Notes:

1)
2)

3)

Geocentric Staffing Strategy
Green Recruitment and Selection

Ethical Issues in Employee Monitoring

Choose the correct answer from the options given below each of the

following statements: Multiple Choice Questions (MCQs)

1.

Global HRM mainly deals with managing employees in
(A) One department (B) One country
(C) Different countries (D) One branch
Answer: (C) Different countries

Which staffing strategy appoints employees from the parent country in

foreign subsidiaries?

(A) Polycentric (B) Ethnocentric (C) Geocentric (D) Regiocentric
Answer: (B) Ethnocentric

Cross cultural management mainly focuses on

(A) Financial management (B) Managing cultural differences
(C) Marketing activities (D) Production planning
Answer: (B) Managing cultural differences

Employees sent to work in foreign countries are called

(A) Trainers  (B) Recruiters (C) Expatriates(D) Consultants

Answer: (C) Expatriates
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10.

Which of'the following is a part of global talent management?
(A) Employee recruitment (B) Leadership development
(C) Employee retention (D) Allofthese
Answer: (D) All of these

Discrimination in the workplace is an issue related to

(A) Financial management (B) Ethical SHRM

(C) Marketing strategy (D) Production control
Answer: (B) Ethical SHRM

Green HRM mainly promotes

(A) Environmental sustainability ~ (B) Product advertising
(C) Sales growth (D) Tax reduction
Answer: (A) Environmental sustainability

Diversity and inclusion strategies help organizations improve
(A) Employee morale (B) Innovation

(C) Teamwork (D) Allofthese
Answer: (D) All of these

Which ofthe following is a major HR risk in global business?
(A) Cultural conflict (B) Legal compliance issues
(C) Employee turnover (D) All ofthese
Answer: (D) All of these

Green recruitment mainly encourages

(A) Paper-based applications

(B) Online and eco-friendly recruitment methods

(C) Manual record keeping

(D) Traditional interviews only

Answer: (B) Online and eco-friendly recruitment methods
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Unit : 14
Strategic HRM and Organizational Effectiveness

14.1 Introduction

14.2 Human Capital as a Strategic Asset
14.3 HR's Rolein Competitive Advantage
14.4 Strategic HR Benchmarking

14.5 HR Best Practices

14.6 Innovation and HR Strategy

14.7 Future of Strategic HRM

14.8 Challenges and Opportunities in SHRM

> Exercise

14.1 Introduction

Strategic Human Resource Management (SHRM) and Organizational
Effectiveness refer to the alignment of human resource practices with the long-term
goals and strategies of an organization to achieve improved performance,
competitiveness, and sustainability. In modern business environments, organizations
face rapid changes due to globalization, technological advancement, and increasing
competition. Insuch conditions, managing human resources strategically becomes
essential for achieving organizational success. Strategic HRM focuses on integrating
HR policies and practices such as recruitment, selection, training, performance
management, compensation, and employee relations with the overall business
strategy. Instead of treating HR as a separate administrative function, SHRM
considers employees as key strategic assets who contribute directly to organizational
success. It ensures that the right people with the right skills are placed in the right

roles at the right time.

Organizational effectiveness refers to the ability of an organization to achieve
its goals efficiently by utilizing its resources properly. It includes improving productivity,
profitability, innovation, employee satisfaction, and customer satisfaction. A highly
effective organization is one that adapts quickly to change, maintains strong internal
coordination, and continuously improves its performance. SHRM plays a vital role
in enhancing organizational effectiveness by ensuring better workforce planning,

talent management, and employee development. When HR strategies are aligned
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with business goals, organizations can improve decision making, reduce employee
turnover, and increase overall productivity. It also helps in building a strong

organizational culture that supports teamwork, innovation, and commitment.

In today's competitive environment, organizations rely on SHRM to gain a
competitive advantage. By investing in employee training, leadership development,
and performance-based reward systems, organizations can improve employee
motivation and efficiency. SHRM also supports change management, digital
transformation, and continuous improvement, which are essential for long term
success. Therefore, Strategic HRM acts as a bridge between human capital and
organizational goals, ensuring that human resources are effectively utilized to achieve

high levels of organizational effectiveness and sustainable growth.

14.2 Human Capital as a Strategic Asset

Human capital refers to the knowledge, skills, abilities, experience, creativity,
and competencies possessed by employees in an organization. It also includes
their attitudes, values, and potential to contribute to organizational goals. In modern
organizations, human capital is considered one of the most important strategic assets
because it directly influences productivity, innovation, and long-term success.
Treating human capital as a strategic asset means recognizing employees as valuable
resources who create competitive advantage. Unlike physical assets such as
machinery or buildings, human capital cannot be easily copied by competitors.
Skilled, motivated, and committed employees help organizations achieve better

performance and adapt quickly to changing business environments.

One of'the key reasons human capital is considered strategic is its role in
innovation and creativity. Employees generate new ideas, improve processes, and
develop innovative solutions that help organizations grow. In knowledge-based
industries, intellectual capital becomes more important than physical capital, making
human resources the main driver of success. capital also contributes to organizational
effectiveness by improving productivity and efficiency. Well trained employees
perform tasks more effectively, reduce errors, and improve quality of output.
Organizations that invest in employee development through training, education,

and skill enhancement gain higher returns in the long run.

Another important aspect is employee adaptability. In a rapidly changing
business environment, organizations face technological advancements, globalization,

and market competition. Employees with strong skills and learning ability help



organizations adjust to these changes easily. This makes human capital essential for
survival and growth. Strategic HRM plays a key role in developing human capital
by focusing onrecruitment of talented individuals, continuous training, performance
management, and employee engagement. It ensures that employees are aligned

with organizational goals and motivated to contribute their best efforts.

Human capital also improves organizational culture. Skilled and experienced
employees promote teamwork, leadership, and positive work behaviour. This
creates a healthy and productive work environment, which further enhances
organizational performance. Organizations that view human capital as a strategic
asset focus on long term investment in people rather than short term cost cutting.
This includes providing career development opportunities, rewards, recognition,

and job security.

Therefore, human capital is not just a workforce but a critical strategic resource

that drives innovation, competitiveness, and organizational effectiveness.

14.3 HR's Rolein Competitive Advantage

Human Resource Management (HRM) plays a direct and strategic role in
creating competitive advantage for an organization. Competitive advantage means
the ability of an organization to performbetter than its competitors by using resources
effectively to achieve higher productivity, better quality, innovation, lower costs,
and strong customer satisfaction. In modern business environments, physical assets
alone are not enough to ensure success. It is the quality of human resources that

determines how well an organization performs in the long run.

One ofthe most important roles of HR in competitive advantage is strategic
recruitment and selection. HR ensures that the organization hires highly skilled,
competent, and culturally suitable employees. Using modern selection tools such
as aptitude tests, structured interviews, and psychometric analysis helps in choosing
the best candidates. Hiring the right talent gives the organization a strong foundation

because skilled employees improve efficiency and reduce operational errors.

HR also contributes through training and skill development. Continuous
training programs help employees upgrade their technical and managerial skills
according to changing industry needs. For example, in technology driven industries,
HR arranges digital training, software workshops, and leadership programs. Well

trained employees perform tasks more efficiently and adapt quickly to new systems,
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which increases productivity and quality. This creates a long-term advantage that
competitors find difficult to match. Another key area is performance management
systems. HR designs fair appraisal systems that evaluate employee performance
based on measurable targets. Tools such as Key Performance Indicators and
performance reviews help track employee contributions. High performers are
rewarded through incentives and promotions, which increases motivation. This
ensures that employees remain productive and aligned with organizational goals,

improving overall business performance.

HR also plays a major role in employee engagement and motivation. Engaged
employees show higher commitment, loyalty, and productivity. HR develops
engagement strategies such as recognition programs, career development
opportunities, flexible work arrangements, and employee wellness initiatives.
Motivated employees are more creative and efficient, which directly supports
organizational success and competitiveness. Organizational culture development is
another important contribution of HR. A strong culture based on trust, teamwork,
innovation, and accountability improves coordination and reduces conflicts. HR
helps build this culture through policies, leadership development, and communication
systems. A positive culture increases employee satisfaction and makes the
organization more attractive to talented professionals. HR also supports strategic
workforce planning, which ensures the right number of employees with the right
skills are available at the right time. This reduces skill gaps, avoids overstaffing,
and improves operational efficiency. Proper workforce planning helps organizations
respond quickly to market changes. In addition, HR contributes through change
management and innovation support. HR prepares employees for organizational
changes such as restructuring, mergers, and digital transformation. It reduces
resistance by providing training and communication. HR also encourages innovation

by promoting open communication and idea sharing among employees.

Therefore, HR creates competitive advantage by building a skilled workforce,
improving employee performance, strengthening organizational culture, and ensuring
continuous development. These factors together help organizations achieve superior

performance and long-term success in competitive markets.

14.4 Strategic HR Benchmarking

Strategic HR benchmarking is the systematic process of comparing an

organization's Human Resource (HR) policies, practices, and performance outcomes



with those of leading organizations or industry standards. The main objective is to
identify performance gaps, understand best practices, and improve HR efficiency
in alignment with organizational strategy. It is not a onetime comparison activity but
a continuous improvement tool that helps organizations remain competitive in a

changing business environment.

In strategic HRM, benchmarking plays an important role because HR is
directly linked with productivity, employee satisfaction, and organizational success.
By comparing recruitment methods, training systems, compensation structures,
performance management practices, and employee engagement strategies,

organizations can evaluate how effectively they are managing their human capital.

There are different types of HR benchmarking. Internal benchmarking involves
comparing HR practices within different departments, branches, or units of the
same organization. This helps identify which unit is performing better and allows
the organization to standardize best internal practices. External benchmarking
involves comparing HR practices with other organizations in the same industry.
This helps organizations understand industry standards and improve competitiveness.
Competitive benchmarking focuses specifically on direct competitors to gain
strategic advantage by adopting superior HR practices. Functional benchmarking
compares HR processes with organizations known for excellence, even if they
belong to different industries, such as comparing recruitment practices with a leading

IT company or manufacturing firm.

The HR benchmarking process involves several structured steps. First, the
organization identifies key HR areas that need improvement, such as high employee
turnover or weak training systems. Next, benchmarking partners are selected based
on relevance and performance standards. Then, data is collected using surveys,
reports, interviews, industry publications, and HR analytics tools. After data
collection, it is analysed to identify gaps between current performance and best
practices. Based on this analysis, improvement strategies are developed and
implemented. Finally, results are monitored regularly to measure improvement and

ensure continuous development.

Strategic HR benchmarking offers several advantages. It helps organizations

improve HR efficiency by adopting proven and successful practices. It supports
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better decision making because it is based on real data rather than assumptions. It
improves employee satisfaction by ensuring fair and competitive HR policies related
to pay, benefits, and career development. It also enhances productivity by removing

inefficient HR processes and introducing more effective systems.

Benchmarking also promotes innovation in HR practices. Organizations can
learn from global leaders and introduce modern approaches such as digital
recruitment systems, Al based performance evaluation, automated payroll systems,
and advanced learning platforms. This helps organizations stay updated with

technological changes and global standards.

However, HR benchmarking also has certain limitations. Collecting accurate
and reliable data can be difficult. Sometimes organizations may not find suitable
benchmarking partners. Another challenge is that practices successful in one
organization may not work effectively in another due to differences in culture, size,
or structure. Therefore, benchmarking results must be carefully adapted rather
than directly copied. Strategic HR benchmarking ultimately helps organizations
build a strong, efficient, and competitive HR system that supports long term growth

and organizational excellence.

14.5 HR Best Practices

HR best practices refer to the most effective, proven, and widely accepted
Human Resource policies, systems, and strategies that help organizations achieve
high performance, employee satisfaction, and long-term organizational success.
These practices are developed through continuous learning, experience, research,
and benchmarking with high performing organizations. In Strategic Human Resource
Management, HR best practices are important because they ensure that human

capital is managed efficiently and aligned with organizational goals.

A strong HR system based on best practices helps organizations attract
talented employees, develop their skills, motivate them, and retain them for a longer
period. It also improves productivity, reduces employee turnover, and creates a
positive organizational culture. In modern competitive environments, organizations
that implement HR best practices are more likely to achieve sustainable growth

and maintain a competitive advantage.



Effective Recruitment and Selection

One ofthe most important HR best practices is a structured and transparent
recruitment and selection system. Organizations must ensure that the right
candidate is selected for the right job. This involves clear job descriptions,
proper job analysis, and the use of scientific selection tools such as written
tests, interviews, group discussions, and skill assessments. Modern HR
practices also use digital recruitment platforms, Al based screening systems,
and psychometric tests to identify suitable candidates. A strong recruitment
process reduces hiring mistakes, improves employee performance, and
ensures long term organizational success. Hiring the wrong employee can
lead to high costs, low productivity, and increased turnover, so recruitment

is considered a critical HR function.
Training and Development

Continuous training and development is another key HR best practice.
Organizations must invest in upgrading employee skills to keep them updated
with changing technologies and industry demands. Training programs may
include technical training, soft skills development, leadership programs, and
on the job training. Development programs focus on long term career growth
and prepare employees for higher responsibilities. E learning platforms,
workshops, seminars, and mentoring programs are commonly used. A well-
trained workforce is more productive, innovative, and adaptable to change.

It also increases employee confidence and job satisfaction.
Performance Management System

A fair and effective performance management system is essential for
organizational success. HR must set clear performance goals and evaluate
employees based on measurable outcomes. Tools such as Key Performance
Indicators, Balanced Scorecards, and 360-degree feedback systems are
widely used. Regular performance reviews help employees understand their
strengths and weaknesses. Constructive feedback improves performance
and encourages continuous improvement. Rewarding high performers through

incentives, promotions, and recognition increases motivation and productivity.
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Employee Engagement and Motivation

Employee engagement refers to the emotional commitment of employees
towards their organization. Engaged employees are more productive, loyal,
and innovative. HR plays a major role in increasing engagement through
communication, recognition programs, and participation in decision making.
Motivational strategies include rewards, bonuses, career growth opportunities,
and appreciation programs. A positive work environment where employees
feel valued leads to better performance and lower turnover rates. Engagement

also improves teamwork and organizational commitment.
Fair Compensation and Reward System

Competitive and fair compensation is a major HR best practice. Employees
should be paid according to their skills, experience, and job responsibilities.
Compensation includes salary, bonuses, incentives, allowances, and benefits
such as health insurance and retirement plans. A well-designed reward system
ensures employee satisfaction and reduces dissatisfaction. Performance based
incentives motivate employees to achieve better results. Fair compensation
also helps organizations attract and retain talented employees in a competitive

labour market.
Strong Organizational Culture

Organizational culture plays a major role in shaping employee behaviour and
performance. HR best practices focus on building a positive culture based
on trust, transparency, teamwork, accountability, and innovation. A strong
culture improves communication and coordination among employees. It also
reduces conflicts and increases employee satisfaction. HR promotes culture
through leadership development, ethical policies, and employee engagement
activities. A positive culture becomes a competitive advantage that is difficult

for competitors to copy.
Work Life Balance Initiatives

Modern HR practices emphasize the importance of work life balance.
Employees perform better when they are mentally and physically healthy.
HR supports work life balance through flexible working hours, remote work



10.

options, paid leave policies, and wellness programs. Employee wellness
initiatives such as stress management programs, health checkups, and
recreational activities help reduce burnout. A healthy work life balance

improves productivity, reduces absenteeism, and increases employee loyalty.
Effective Grievance Handling System

A proper grievance handling system is an important HR best practice.
Employees must have a clear and fair mechanism to express their complaints
related to wages, workload, working conditions, or management
behavior.HR ensures that grievances are addressed quickly and fairly through
proper procedures such as discussions with supervisors, HR intervention,
and grievance committees. Timely resolution of employee issues builds trust

and reduces conflicts in the organization.
Employee Participation and Communication

Employee participation in decision making is another important HR best
practice. When employees are involved in organizational decisions, they feel
valued and more committed to their work. Participation improves creativity
and problem solving. Effective communication is also essential. HR ensures
transparent communication between management and employees through
meetings, feedback systems, and internal communication platforms. Clear

communication reduces misunderstandings and improves trust.
Use of Technology in HR

Modern HR best practices include the use of digital tools and technology.
Human Resource Information Systems, artificial intelligence, data analytics,
and automation improve HR efficiency and accuracy. Technology helps in
recruitment, payroll processing, attendance tracking, performance
management, and employee engagement. Digital HR systems reduce

paperwork, save time, and improve decision making based on data analysis.

HR best practices collectively help organizations build a skilled, motivated,
and productive workforce. They ensure that employees are effectively
managed, developed, and retained, which ultimately contributes to higher

organizational performance and long-term success.
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14.6 Innovation and HR Strategy

Innovation in HR strategy refers to the use of new ideas, modern practices,
advanced technologies, and creative approaches in managing human resources to
improve organizational performance. In today's competitive and rapidly changing
business environment, organizations cannot rely on traditional HR methods alone.
They need innovative HR strategies that help attract talent, improve employee

engagement, enhance productivity, and support long term business goals.

Innovation in HR begins with innovative recruitment and talent acquisition
strategies. Instead of depending only on traditional job advertisements, organizations
now use digital platforms, social media hiring, artificial intelligence-based screening
tools, and employee referral programs. These methods help in identifying the right
talent quickly and efficiently.

Al tools can analyse resumes, match skills with job roles, and reduce human
bias in selection, making recruitment more accurate and faster. Another important
area is innovation in learning and development. Traditional classroom training is
being replaced or supported by digital learning platforms, virtual classrooms,
simulation-based training, and microlearning modules. Employees can learn anytime
and anywhere, which increases flexibility and participation. Organizations also use
personalized learning systems that suggest training based on employee skills and
career goals. This improves employee capability and supports continuous

development.

Innovation in HR strategy also includes performance management
transformation. Instead of annual performance appraisals, many organizations now
use continuous feedback systems. Real time performance tracking tools, digital
dashboards, and goal setting platforms help employees understand their progress
regularly. This encourages continuous improvement rather than waiting for yearly
evaluations. Employee engagement strategies have also become more innovative.
Organizations use mobile apps, digital surveys, gamification techniques, and social
collaboration platforms to keep employees engaged. Gamification introduces game
like elements such as rewards, badges, and leaderboards to motivate employees.
These modern methods make work more interactive and enjoyable, increasing

motivation and productivity.



Another key aspect is innovation in workplace flexibility and work design.
HR strategies now support remote work, hybrid work models, flexible working
hours, and outcome-based performance systems. This allows employees to maintain
better work life balance and increases job satisfaction. Organizations benefit by

attracting a wider talent pool and reducing operational costs.

Data driven HR strategy is also a major innovation. HR analytics helps
organizations make decisions based on data rather than intuition. By analysing
employee turnover, performance trends, training effectiveness, and recruitment
success, HR canidentify problems early and improve strategies. Predictive analytics

also helps in forecasting workforce needs and planning future talent requirements.

Innovation is also seen in employee experience management. HR focuses on
improving every stage of the employee journey, from recruitment to exit. Digital
HR portals allow employees to access services such as leave management, payroll

details, and grievance reporting easily. This improves transparency and satisfaction.

Leadership development is another important area of HR innovation.
Organizations use coaching programs, mentoring systems, and digital leadership
simulations to develop future leaders. This ensures a strong leadership pipeline and

long-term organizational stability.

However, implementing innovation in HR strategy also comes with challenges
such as resistance to change, high implementation costs, data security issues, and
the need for employee training. HR must manage these challenges carefully through
proper communication, training programs, and change management strategies.
Innovation in HR strategy ultimately helps organizations become more agile,
competitive, and employee centric. It transforms HR froma traditional administrative

function into a strategic driver of organizational success.

14.7 Future of Strategic HRM

The future of Strategic Human Resource Management (SHRM) is expected
to be highly dynamic, technology driven, and closely aligned with organizational
strategy. As businesses operate in an environment influenced by globalization, digital
transformation, artificial intelligence, and changing workforce expectations, HR
functions will continue to evolve from traditional administrative roles to strategic

and value driven roles.
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One of the most significant trends shaping the future of SHRM is digital
transformation and automation. HR processes such as recruitment, payroll,
attendance management, and performance evaluation are increasingly being
automated through Human Resource Information Systems, cloud platforms, and
artificial intelligence tools. In the future, HR professionals will rely heavily on data
analytics and predictive tools to make decisions related to hiring, employee retention,
and workforce planning. This will make HR more efficient, accurate, and evidence
based. Another major development is the rise of people analytics and data driven
HR decision making. Organizations will use advanced analytics to study employee
behaviour, productivity patterns, turnover rates, and engagement levels. Predictive
analytics will help HR identify potential risks such as employee burnout or resignation
before they happen. This will allow organizations to take proactive measures and

improve employee satisfaction and retention.

The future of SHRM will also be shaped by the changing nature of work and
workforce diversity. With increasing globalization and remote working trends,
organizations will manage employees from different countries, cultures, and
backgrounds. HR will need to develop inclusive policies that support diversity,
equality, and cultural sensitivity. Managing a diverse workforce will become a key

strategic priority for organizations.

Remote and hybrid work models will continue to grow in the future. SHRM
will need to design flexible work policies that support work life balance while
maintaining productivity. Digital communication tools, virtual collaboration platforms,
and performance tracking systems will become essential for managing remote teams
effectively. HR will focus more on output-based performance evaluation rather

than physical presence.

Another important aspect of the future SHRM is the emphasis on employee
experience and wellbeing. Organizations will increasingly focus on creating positive
employee experiences throughout the entire employee lifecycle. This includes smooth
onboarding, continuous learning opportunities, career development, recognition
systems, and mental health support. Employee wellness programs will become a

core part of HR strategy.

The role of HR will also expand in strategic business decision making. HR
leaders will actively participate in corporate planning, mergers, acquisitions, and

change management initiatives. Human capital will be considered a key driver of



competitive advantage, and HR will play a central role in aligning workforce

capabilities with business objectives.

Continuous learning and skill development will become essential in the future
workplace. Rapid technological changes will require employees to constantly
upgrade their skills. HR will focus on reskilling and upskilling programs to prepare
employees for future job roles. Learning will become more personalized, digital,
and flexible. Ethics and sustainability will also influence the future of SHRM.
Organizations will focus on ethical HR practices, fair treatment of employees,
environmental responsibility, and social impact. HR will play an important role in

promoting corporate social responsibility and sustainable business practices.

Despite these advancements, SHRM will face challenges such as data privacy
concerns, cybersecurity risks, resistance to technological change, and managing a
highly digital workforce. HR professionals will need to develop new competencies
in technology, analytics, leadership, and strategic thinking to remain effective. In
the future, Strategic HRM will become more integrated with business strategy,
technology, and employee experience. It will shift from being a support function to
becoming a core strategic partner that drives innovation, organizational agility, and

long-term success.

14.8 Challenges in SHRM

Strategic Human Resource Management (SHRM) faces several challenges
in today's dynamic business environment. One of the major challenges is rapid
technological change. Organizations are adopting automation, artificial intelligence,
and digital HR systems at a fast pace. This requires continuous upskilling of HR
professionals and employees. Many organizations struggle to keep up with

technological advancements, leading to skill gaps and implementation difficulties.

Another important challenge is resistance to change. Employees and even
managers may resist new HR strategies, systems, or policies due to fear of job
loss, lack ofunderstanding, or comfort with traditional methods. This resistance
can slow down the implementation of strategic HR initiatives and reduce
effectiveness. Globalization also creates challenges for SHRM. Managing a diverse
workforce across different countries, cultures, and legal systems is complex. HR
must ensure consistency in policies while also respecting local labour laws and

cultural differences. This requires careful planning and strong coordination.
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Talent acquisition and retention is another major challenge. In competitive
markets, attracting skilled employees and retaining them for a long time is difficult.
Employees often switch jobs for better opportunities, which increases turnover

costs and affects organizational stability.

Data privacy and security issues are also becoming serious concerns. With
the increasing use of digital HR systems and employee data analytics, organizations
must ensure that sensitive employee information is protected from cyber threats
and misuse. Additionally, aligning HR strategies with business goals is not always
easy. Many organizations face difficulties in integrating HR planning with overall

organizational strategy due to poor communication or lack of strategic vision.

Finally, changing workforce expectations also pose challenges. Modern
employees expect flexibility, work life balance, career development, and meaningful
work. Meeting these expectations while maintaining productivity and organizational

goals is a complex task for HR.
Opportunities in SHRM

Despite challenges, Strategic Human Resource Management offers many
opportunities for organizations to grow and succeed. One of the biggest opportunities
is the use of advanced technology in HR processes. Digital tools such as artificial
intelligence, data analytics, and cloud-based HR systems help improve recruitment,
performance management, and employee engagement. These technologies make
HR more efficient, accurate, and strategic. Another major opportunity is improved
decision making through HR analytics. Organizations can analyse employee data
to understand performance trends, predict turnover, and identify skill gaps. This
allows HR to make proactive and informed decisions that improve productivity

and reduce risks.

Global talent access is another important opportunity. SHRM allows
organizations to recruit talent from different parts of the world. Remote work and
digital platforms make it easier to hire skilled professionals globally, increasing the
quality of workforce and improving innovation. SHRM also provides opportunities
for employee development and continuous learning. Organizations can invest in
training programs, e learning platforms, and skill development initiatives to build a
strong and capable workforce. This improves employee performance and

organizational competitiveness.



Another opportunity is building a strong organizational culture. SHRM helps
create a culture of innovation, teamwork, and continuous improvement. A strong
culture increases employee engagement, motivation, and loyalty. Strategic HRM
also supports better change management. Organizations can manage transitions
such as restructuring, mergers, or digital transformation more smoothly with proper
HR strategies. This reduces resistance and improves adaptability. Finally, SHRM
provides opportunities for gaining competitive advantage. Organizations that manage
their human capital effectively can achieve higher productivity, better customer
satisfaction, and long-term business success. By aligning HR practices with business

strategy, companies can outperform competitors and achieve sustainable growth.
Exercises :
Q.1 Answer the following questions in detail:

1. Explain the concept of Strategic Human Resource Management
(SHRM) and discuss its importance in achieving organizational

effectiveness.

2. Describe how human capital acts as a strategic asset in modern

organizations.

3. Explainthe role of HR in building competitive advantage with suitable

examples.

4. Discuss strategic HR benchmarking in detail and explain its process and
benefits.

5. Explain HR best practices and how they contribute to organizational

SUCCCsS.

6. Discuss the role of innovation in HR strategy and its impact on

organizational performance.
7. Explain the future trends of Strategic HRM in detail.

8. Discuss the challenges and opportunities in Strategic Human Resource

Management.
Q.2 Briefly answer the following questions: .
1. Define Strategic HRM.

2. What is human capital?
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3. Mention any two benefits of HR benchmarking.
4. What is employee engagement in HRM?
5. Write any two challenges of SHRM.

Q.3 Choose the correct answer from the options given below each of the
following questions (MCQs)

1. Strategic HRM mainly focuses on

A. Daily payroll activities

B. Aligning HR with business strategy

C. Employee termination

D. Office administration

Answer: B) Aligning HR with business strategy
2. Human capital refers to

A. Machinery in the organization

B. Financial assets only

C. Knowledge, skills and abilities of employees

D. Office infrastructure

Answer: C) Knowledge, skills and abilities of employees
3. Competitive advantage in HR is achieved through

A. Reducing workforce only

B. Hiring unskilled workers

C. Effective HR practices and skilled employees

D. Increasing office expenses

Answer: C) Effective HR practices and skilled employees
4. HR benchmarking means

A. Reducing employee salary

B. Comparing HR practices with best organizations

C. Increasing workload

D. Terminating employees

Answer: B) Comparing HR practices with best organizations
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Which of the following is an example of HR best practice?

A. Poor communication

B. Unstructured hiring

C. Performance-based reward system

D. Random promotion

Answer: C) Performance-based reward system

Innovation in HR includes

A. Manual attendance only B. Traditional paperwork
C. UseofAlanddigital HR tools D. Avoiding technology
Answer: C) Use of Al and digital HR tools

Strategic HRM helps organizations mainly in

A. Reducing employees only B. Achieving organizational goals
C. Avoiding training D. Increasing conflicts
Answer: B) Achieving organizational goals

Employee engagement means

A. Employee punishment

B. Emotional commitment of employees toward organization
C. Employee resignation

D. Salary deduction

Answer: B) Emotional commitment of employees toward

organization

One major benefit of HR benchmarking is

A. Increased confusion B. Improved HR efficiency
C. Jobloss D. Reduced productivity
Answer: B) Improved HR efficiency

Digital transformation in HR mainly improves

A. Manual workload B. Efficiency and automation
C. Paperusage D. Employee confusion

Answer: B) Efficiency and automation
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11. Human capital is considered strategic because it
A. Canbe easily replaced
B. Creates competitive advantage
C. Hasno value
D. Isnotuseful
Answer: B) Creates competitive advantage
12. A major challenge of SHRM is
A. Toomanyemployees always B. Resistance to change
C. No competition D. No technology
Answer: B) Resistance to change
13. Rightsizing focuses on
A. Increasing unnecessary employees
B. Optimal workforce size
C. Random hiring
D. Employee punishment
Answer: B) Optimal workforce size
14. HR best practices help in
A. Reducing performance
B. Improving organizational success
C. Increasing conflicts
D. Ignoring employees

Answer: B) Improving organizational success
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