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[bookmark: _Toc162278048][bookmark: _Toc162279396]CHAPTER ONE
[bookmark: _Toc162278049][bookmark: _Toc162279397]AN OVERVIEW OF HUMAN RESOURCE MANAGEMENT
 Objects of this chapter
After completing this chapter, you will able to:

· Define HRM and understand the importance of human resource management
· Point out the objectives pursued by HRM units in organizations.
· Understand the nature and characteristics of human resource management.
· Identify importance of human resource management. 

	        Activity 
What do you think human resource is by looking the environment around you?



1.1. [bookmark: _Toc162278050][bookmark: _Toc162279398]Introduction

Organizations possess different kinds of resources to achieve their objectives. These resources can be money, materials, machines and men. Of all these resources only men (workers) have the ability to develop and improve their abilities and skills. It is also very obvious that the men belonging to an organization control the other resources and hence, they can be considered as the most important resource. Human resource can be defined as the total knowledge, skills, creative abilities, talents and aptitudes of an organization’s workforce as well as their values, attitudes and benefits.
1.2. [bookmark: _Toc162278051][bookmark: _Toc162279399]What is Human Resource Management? 
Definition 1
HRM is the personnel function which is concerned with procurement, development, compensation, integration and maintenance of the personnel of an organization for the purpose of contributing towards the accomplishments of the organization’s objectives. Therefore, personnel management is the planning, organizing, directing, and controlling of the performance of those operative functions.
Definition 2
Human resource has been defined in various ways:
The following are few of the definitions of human resource.
Human resources management (HRM) is the planning, organizing, directing and controlling of the procurement, development, compensation, integration, maintenance and separation of HR to the end that individual, organizational and social objectives are accomplished (flippo 1984).
[bookmark: _GoBack]Human resource management (HRM) is the strategic and coherent approach to the management of an organization's most valued assets the people working there who individually and collectively contribute to the achievement of the objectives of the business. The terms "human resource management" and "human resources" (HR) have largely replaced the term "personnel management" as a description of the processes involved in managing people in organizations. In simple sense, HRM means employing people, developing their resources, utilizing, maintaining and compensating their services in tune with the job and organizational requirement.
HRM is the qualitative improvement of human beings who considered as valuable assets of an organization the source, resources and the end user of all products and services. HRM is clearly an outgrowth of older process and approach but it is much more than the parent disciplines i.e., personnel management and behavioral sciences. It is also deep rooted than training and development and approach is multi-disciplinary.
Definition 3
HRM is the planning, organizing, directing and controlling of the procurement, development, compensation, integration, maintenance and separation of human resources to the end that individual, organizational and societal objectives are accomplished.” (Edwin Flippo). 
A brief elaboration of the component parts of the definition is given below: -
Planning – for the human resources manager, planning means the determination in advance of a personnel programme that will contribute to goals established for the enterprise. 
Organizing –in order to carry out the personnel programme, the human resource manager must form an organization by designing the structure of relationships among jobs, personnel and physical factors.  
Directing – having evolved a plan and established an organization the next function of human resource manager would be that of operation, i.e., to see that people go to work willingly and effectively.  For this purose a “starter” function is necessary.  This function may be called as “Direction”.  It is also known by other names such as “motivation” Actuation” or “Command”. 
Controlling – the next part of the duty of the management is to exercise control i.e., the observation of activity and its comparison with plans and the correction of any deviation that may occur or at times, the realignment of plans and their adjustment to unchangeable deviations.
 “It is the process of attracting, holding and motivating people involving all managers-line and staff.
Operative functions. These are the functions which are specifically dealt with in the HRM departments
Procurement – The first operative function of HRM is concerned with the obtaining of proper kind and number of personnel necessary to accomplish organizational goals.  This function specifically deals with determination of human resource requirements and their recruitment, selection and placement.  
Development – After the procurement of personnel they must be developed to improve their skills for proper job performance.  Their skill can be increased through training.  This function of HRM deals with individual and organization development, performance appraisal and career development 
Compensation – Compensation deals with the adequate and equitable remuneration of personnel for their contributions to organization objectives.  Subjects like job evaluation, wage policies, wage system, supplementary compensation (fringe benefits) etc. are dealt under this. 
Integration – when the employees are procured, developed and reasonably compensated, there should be reconciliation of individual interest and organizational interest.  HR. Manager must deal with the feelings and attitudes of personnel in conjunction with the principles and policies of organization. Integration deals with the negotiations with labor unions, Collective bargaining, grievances, disciplinary action etc.  
Maintenance – Maintenance is the operative function, which aims at maintaining good working conditions (health and safety measures) in the organization so as to promote right attitudes on the part of personnel towards the organization. Subjects like communication and counseling, safety and health of the employees are dealt under this head. 
Separation –If the first function of Human Resource Management is to secure the employee, the last function is separation of employee from the organization.  Most people do not die on the job so it is the responsibility of the organization to meet certain requirements of due process in separation.  Separation deals with the subjects of retirements, layoff, out placement and discharge.  
The above functions both managerial and operative assist the Human Resource Manager in the accomplishment of organizations’ basic objectives.  Consequently, the starting point of Human Resource Management, as of all management is to specify the objectives and determination of the sub objectives. 

To better understand HRM we need to look at some of its characteristics and they are:
I. HRM is concerned with managing people of an organization immaterial of their level or position. The top managers along with the ordinary workforce fall under the ambit of HRM.
II. It is a bunch of activities which directs the employees to maximize their individual contribution towards achievement of the organizations goals.
III. It helps employees to develop their potentialities to the maximum extent. It encourages the employees to develop their capacities, skills, personalities, interests, etc.
IV.  HRM is considered to be universal because recruitment, selection, training, development, compensation, etc., are inherent to all organizations. Also every manager in an organization needs to be a human resource manager because he/she has to ensure the cooperation of the subordinates in carrying out the work of the organization smoothly. 
V.  It is continuous in nature. Managing human resources is not a one stop activity nor is it an activity which can be carried out once every year or six months.
1.3. [bookmark: _Toc162278052][bookmark: _Toc162279400]Nature of Humane Resource Management.
HRM is a management function that helps managers to recruit, select, train and develop members for an organization. HRM is concerned with people’s dimension in organizations.
The following constitute the core of HRM
I. HRM Involves the Application of Management Functions and Principles. The functions and principles are applied to acquiring, developing, maintaining and providing remuneration to employees in organization.
II. Decision Relating to Employees must be integrated. Decisions on different aspects of employees must be consistent with other human resource (HR) decisions.
III. Decisions Made Influence the Effectiveness of an Organization. Effectiveness of an organization will result in betterment of services to customers in the form of high quality products supplied at reasonable costs.
IV. HRM Functions are not confined to Business Establishments Only but applicable to nonbusiness organizations such as education, health care, recreation and like. HRM refers to a set of programmes, functions and activities designed and carried out in order to maximize both employee as well as organizational effectiveness.
HRM is the qualitative improvement of human beings who considered as valuable assets of an organization, resources and the end user of all products and services. HRM is clearly an outgrowth of older process and approach but it is much more than the parent disciplines i.e. personnel management and behavioral sciences. It is also deep rooted than training and development and approach is multi-disciplinary. It is the scientific process of continuously enabling the employees to improve their competencies. The competencies of human resources play a major role in shaping the present and future expected roles so that the goals of the organization are achieved and the same time the needs of the employees are also met. 
1.3.1. [bookmark: _Toc162278053][bookmark: _Toc162279401]Scope of HRM
The scope of HRM is indeed vast. All major activities in the working life of a worker – from the time of his or her entry into an organization until he or she leaves the organizations comes under the reviews of HRM.
The major HRM activities include HR planning, job analysis, job design, employee hiring, employee and executive remuneration, employee motivation, employee maintenance, industrial relations and prospects of HRM.
The scope of Human Resources Management extends to:
· All the decisions, strategies, factors, principles, operations, practices, functions, activities and methods related to the management of people as employees in any type of organization.
· All the dimensions related to people in their employment relationships, and all the dynamics that flow from it
1.3.2. [bookmark: _Toc162278054][bookmark: _Toc162279402]Functions of HRM
Human Resources management has an important role to play in equipping organizations to meet the challenges of an expanding and increasingly competitive sector. Increase in staff numbers, contractual diversification and changes in demographic profile which compel the HR managers to reconfigure the role and significance of human resources management. The functions are responsive to current staffing needs, but can be proactive in reshaping organizational objectives. All the functions of HRM are correlated with the core objectives of HRM.
HR management can be thought of as interlinked functions taking place within organizations, which are external forces legal, economic, technological, global, environmental, cultural/geographic, political, and social significantly affect how HR functions are designed, managed, and changed. The functions can be grouped as follows:
1.4. [bookmark: _Toc162278055][bookmark: _Toc162279403] Why is HRM is Important to an Organization?
Human Resources management has an important role to play in equipping organizations to meet the challenges of an expanding and increasingly competitive sector. Increase in staff numbers, contractual diversification and changes in demographic profile which compel the HR managers to reconfigure the role and significance of human resources management. The functions are responsive to current staffing needs, but can be proactive in reshaping organizational objectives.
Managing human resources to achieve better knowledge related outcomes means retaining personnel, building their expertise into the organizational routines through learning processes, and establishing mechanisms for the distribution of benefits arising from the utilization of this expertise. To identify which HRM practices could be employed to help organizations to achieve knowledge related outcomes, a brief review of representative case-based and existing empirical studies undertaken by scholars from different research fields (international HRM, innovation, strategy, international business, etc.) on the link between HRM practices and various knowledge related outcomes is necessary. The purpose is to determine what HRM practices organizations could employ to enhance knowledge related outcomes, otherwise known as knowledge-driven HRM practices.
1. Human resource planning, which includes creating venture teams with a balanced skill-mix, recruiting the right people, and voluntary team assignment. This strategy analyzes and determines personnel needs in order to create effective innovation teams.
2. Performance appraisal, which includes encouraging risk taking, demanding innovation, generating or adopting new tasks, peer evaluation, frequent evaluations, and auditing innovation processes. This strategy appraises individual and team performance so, that there is a link between individual innovativeness and company profitability. Which tasks should be appraised and who should assess employees’ performance are also taken into account.
3. Reward systems, which includes balancing pay and labor, noticeable pay raises, dual career tracks, promoting from within, recognition rewards, and balancing team and individual rewards. This strategy uses rewards to motivate personnel to achieve an organization’s goals of productivity, innovation and profitability.
4. Career management, which includes empowering people, leading by example, and continued education. This strategy matches employees’ long-term career goals with organizational goals through continuing education and training. Recently, international business researchers have identified the role of HRM practices in the organizational learning as one subject of inquiry to investigate the link between new HRM practices and innovation performance, arguing that HRM practices are most conducive to innovation performance when adopted, not in isolation, but as a system of mutually reinforcing practices. 
5. Training and Development: The managerial training is a challenge for organization to equip the managerial personnel to meet the ever advancing Technology and other Socio-economic and Political factors. It enriches and experiences of the managerial personnel to get maximum productivity in an organization. Managers should explore the policies, procedures, and structures used to guide the work of nonprofit organizations. They learn how to effectively develop transparent organizational structures and policies, identify and describe appropriate roles for staff and board members, methods of effective communication, and how to monitor and respond to change. 
The role of HRM is to plan, develop and administer policies and programs designed to make expeditors use of an organizations human resources.
                     
1.4.1. [bookmark: _Toc162278056][bookmark: _Toc162279404]HRM vs. Personnel management
Some say that there are no basic differences between human resource management and Personnel management. These experts say that the two terms – HRM and Personnel management have no difference in their meaning, and can be used interchangeably. Well, there are many experts who have come up with many differences between the two.
Personnel management is regarded to be more administrative in nature. Personnel management basically deals with the employees, their payroll and employment laws. On the other hand, human resources management deals with the management of the work force, and contributes to an organization’s success.
1.5. [bookmark: _Toc162278057][bookmark: _Toc162279405]OBJECTIVES OF HUMAN RESOURCE MANAGEMENT 
Managers and human resource department achieves their purpose by meeting objectives.  Objectives are benchmarks against which actions are evaluated.  Objectives are pre-determined goals to which individual or group activity in an organization is directed. Objectives of personnel management are influenced by organizational objectives and individual and social goals. Institutions are instituted to attain certain specific objectives. 

The objectives of the economic institutions are mostly to earn profits, and of the educational institutions are mostly to impart education and/or conduct research so on and so forth. However, the fundamental objective of any organization is survival. Organizations are not just satisfied with this goal. Further, the goal of most of the organizations is growth and/or profits. 
Institutions procure and manage various resources including human to attain the specified objectives. Thus, human resources are managed to divert and utilize their resources towards and for the accomplishment of organizational objectives. Therefore, basically the objectives of HRM are drawn from and to contribute to the accomplishment of the organizational objectives. The other objectives of HRM are to meet the needs, aspirations, values and dignity of individual employees and having due concern for the socio-economic problems of the community and the country.
1.5.1.  Some of the Objectives of HRM may be as Follows:
· To create and utilize an able and motivated workforce, to accomplish the basic organizational goals.
· To establish and maintain sound organizational structure and desirable working relationships among all the members of the organization.
· To secure the integration of individual or groups within the organization by co-ordination of the individual and group goals with those of the organization.
· To create facilities and opportunities for individual or group development so as to match it with the growth of the organization.
· To attain an effective utilization of human resources in the achievement of organizational goals.
· To identify and satisfy individual and group needs by providing adequate and equitable wages, incentives, employee benefits and social security and measures for challenging work, prestige, recognition, security, status.
· To maintain high employee’s morale and sound human relations by sustaining and improving the various conditions and facilities.
· To strengthen and appreciate the human assets continuously by providing training and development programs.
· To provide fair, acceptable and efficient leadership.
· To provide facilities and conditions of work and creation of favorable atmosphere for maintaining stability of employment.
Management has to create conductive environment and provide necessary prerequisites for the attainment of the personnel management objectives after formulating them. The primary objectives of HRM are to ensure the availability of competent and willing workforce to an organization. Apart from this, there are other objectives too. Specifically, HRM objectives are of four fold: societal, organizational, functional and personal.	
(I). Societal Objectives: the societal objectives are socially and ethically responsible for the needs and challenges of society. While doing so, they have to minimize the negative impact of such demands upon the organization. The failure of the organizations to use their resources for society may limit human resources decisions to laws that enforce reservation in hiring and laws that address discrimination, safety or other such areas of societal concern.
(II). Organizational Objectives: the organizational objectives recognize the role of human resources management in bring about organizational effectiveness. Human resource management is not an end itself; it is only a mean to assist the organizations with primary objectives.
(III).Functional Objectives:-functional objectives try to maintain the departments’ contribution at a level appropriate to the organizational needs. Human resources are to be adjusted to suit the organizational demands. The department’s level of service must be tailored to fit the organization it serves.
(IV). Personal Objectives: To assist employees in achieving their personal goals to enhance the individual’s contribution to the organization.  The personal objectives of employees must be met if workers are to be maintained, retained and motivated.
1.6. [bookmark: _Toc162278058][bookmark: _Toc162279406]Evolution and development of Human Resource Management
The concept and practice of human resource management are widely held to have evolved out of the prior area of personnel administration. The essence of this evolutionary process is that employees are now viewed as a valuable resource (rather than a cost to be minimized which, if managed, rather than administered, effectively from the strategic point of view, will contribute significantly, ceteris paribus, to organizational effectiveness, and thus will be a source of competitive advantage to the organization concerned. A number of rather more specific differences between human resource management and personnel administration are mentioned in the US literature.
 Those most frequently mentioned include the following:
1. The early practice of employment forecasting and succession planning has broadened into a concern with establishing a more explicit (two-way) linkage between human resource planning and the larger organizational strategy and business planning of the organization; 
2. The traditional, central concern of the personnel function (in a unionized organization) with negotiating and administering a collective agreement has expanded into a wider notion of workforce governance' in which non-collective bargaining mechanisms (e.g. quality circles) are important in permitting employee involvement and participation in work-related decisions.
3. The traditional concern with the job satisfaction of individual employees initially led to an interest in the broader notion of 'organizational climate' which has further evolved into a focus on the notion of 'organizational culture.
4. The idea of selection, training, performance appraisal and compensation decisions being heavily centered on the role of individual employees (with their detailed individual job description) · has given way to the belief that effective team or group working is the route through which effective performance is achieved. 
5. The relatively narrow focus of training on the teaching and learning of individual job skills has been broadened into a concern with developing (via both training and non-training means) the full, longer term potential of individual employees. As is obvious from the above terminology, the predominant theme which is held to differentiate human resource management from its predecessor, personnel administration, is a broadening or widening notion. and
6. The traditional personnel management is non-strategic, separate from the business, reactive, short-term, and constrained by a limited definition of its role as dealing with mostly unionized and low level employees. The major attention of traditional personnel function is on personnel administration or management while the major attention of HRM is on developing people and their competencies.
1.7. [bookmark: _Toc162278059][bookmark: _Toc162279407] Check list 
Dear learners, by know you have to clear understanding on the following points, if you are capable of describing put ‘√’make if you don’t ‘×’and take yourself back and revise.
· Definition of  human resource management
· Nature of Humane Resource Management.
· Scope of HRM
· Functions of HRM
· Importance of HRM
· Objectives of HRM
[bookmark: _Toc162278060][bookmark: _Toc162279408]            1.7.1.  SELF ASSESSMENT QUESTIONS 
1. What do you understand by Human resource management?
______________________________________________________________________________________________________.
2. Outline the importance HRM to organization.
__________________________________________________________________________________________.
3. Define HRM and personnel.
_____________________________________________________________________________________________________________________________________________________.
4. List and explain the objectives of HRM.
_______________________________________________________________________________________________.









[bookmark: _Toc162278061][bookmark: _Toc162279409]CHAPTER TWO
[bookmark: _Toc162278062][bookmark: _Toc162279410]ENVIRONMENTAL FACTORS AFFECTING HRM
Objects of this chapter
After completing this unit, you will be able to

· Explain the human resource environment 
· Understand the HRM and its elements

	        Activity 	
In your opinion, what factors can affect human resource management activities?


2.1. [bookmark: _Toc162278063][bookmark: _Toc162279411]Introduction
An organization operates within its environment. HRM, as one of the functions carried out by organizations, has activities that we commonly see affect/affected by the environment.
2.2. [bookmark: _Toc162278064][bookmark: _Toc162279412] EXTERNAL ENVIRONMENTAL FACTORS AFFECTING HRM  
External environmental challenges refer to forces external to the firm that are largely beyond management’s control but influence organizational performance. They include: Physical, Technology, Social, Economic and Political environments
A. Physical/geographical environment
Employees are willing to relocate or commute. Supply of labor force could be limited in some geographic area or region. Example, supply of qualified human resource is very limited in some regions of Ethiopia.

B. Technology
The world has never before seen such rapid technological changes as are presently occurring in the computer and telecommunications industries. One estimate is that technological change is occurring so rapidly that individuals may have to change their entire skills three or four times in their career. The advances being made, affect every area of a business including human resource management.
· With the advent of technology, jobs tend to become more intellectual or upgraded. Decline of illiterate and unskilled workers’ jobs.
· New technology dislocated workers unless they become well equipped (trained) to work on new machines
· Jobs become more challenging and rewarding – increased productivity, reduced prices and increased real wages 
· Reduces requirements for much of human interactions in organizations
· Job holders become highly professional and knowledgeable (e.g. scientists, MBAs, Engineers, and other graduates). Motivating, retaining etc. has become increasingly difficult. They are known for organizational footlessness and job hopping.
· HRIS – HR information system: software that provides management with increasing capacity to record, store manipulate, and communicate information widely, with access to many users 

C. Economic conditions 
· Suppliers: Who provides human resources (e.g. universities, vocational training institutes, colleges, consulting firms, competitors) Type of employees depend on the source
· Competitors: The weakness and strength of competitors also affect HRM practice
· Customers: Seek high-quality products at reasonable prices responsibility of every employee. HR should ensure that their work is of the highest standard.
· Economic growth; Quality of labor and therefore employee productivity depends on education, health, and nutrition available to citizens
· Globalization: HR practices are guided by global perspective. Globalization means more competition – more pressure to lower costs, to make employees   more productive, and to do things better and less expensively.
· The population and the labor force: The qualification, attitude, career interest and motivations of people in the available workforce will influence human resource activities and ultimately the effectiveness of the organization.
· Occupation: The skills and qualification required in an occupation. This refers to required training, education, or even licensing requirements to perform a given type of job. E.g. accountant, medical doctors, lawyers, etc.
           This may limit mobility among occupation.

· Industry: The industry in which the organization competes for labor and sells its products/services is also important. The more competition an organization faces in the industry, the more it is expected to offer employees better compensation. This is more important if the supply of qualified employees is very limited.   
· Product /service market: Demands for products and services: the quality and quantity of people an organization hires to pay its employees is affected by the changes that occur in the product/ service market. For instance, in times of market growth, organizations increase employment levels while in times of market decline, organizations economize their use of HRs.
· Inflation: it is the rate of change in prices we pay for goods and services. A change in inflation rate affects human resource management especially on cost-of –living adjustments (COLA) to salaries and pension plans. It is also having impact on cost of recruiting, interviewing, and training employees.   
· Technology: changes in technology will influence the nature of jobs to be performed and consequently the qualifications of people required to perform them.

D. Cultural environment 

Culture is historically-transmitted and interrelated web of values, assumptions, norms, belief systems and behavioral patterns that differentiate one human group from another.   

Behavior derives from invisible attributes such as values, norms, beliefs, customs, etc. which are acquired by an individual as a member of a society.
i. Culture creates the type of people who become members of an organization (e.g. Ethiopians, Indians, Japanese, etc.)
ii. Attitude of workers towards jobs and organizations is a result of their cultural background (likes, dislikes, apathy towards work).
iii. Work ethics, achievement needs and effort-reward expectations, which determine individual behavior, are result of culture. Strong ethics ensures motivated staff, hard work and commitment to work.  
Sometimes culture makes people confine themselves to certain occupations and regions (e.g. religions and industries).

E. Government influences
Government regulations have direct impact on human resource management decisions by regulating terms and conditions of employment. Involvement and intervention of government in employee and employer relations is increasing over time. Keeping in view the importance of legal considerations mangers must understand the legal issues that affect the practices of HRM like 
· Which employee to hire?
· How to compensate employees?
· What benefits to offer?
· How to handle conflicts?
· How and when to fire employees? Etc.

Why Understanding the Legal Environment is Important?
· Understanding and complying with HR law is important for three reasons. It helps the company to do the right thing, to realize the limitations of the HR and legal departments, and it limits potential liability.
Legal regulation of HRM
· Legal environment and considerations can influence potential and prospective as well as current employees of the organization to prospective employees. It provides protection from discrimination in selection, initial job placement, and initial compensation while to Current employees’ protection from discrimination in all dimensions of work in the 
 Some areas of legislation and regulation include:  
Equal employment opportunity:
· Is policy set forth by federal, state, and local governments that ensure fair and equal treatment of all persons, job applicants may not be rejected based on discriminatory practices
· It affects recruiting, selection, evaluation, and promotion directly and employment planning, orientation, career planning, training and development indirectly.
· Compensation regulation: specifying the minimum pay for any job, for employees with a certain educational level, etc.
· Hours of work, national holidays, etc.
· Benefit regulations: affect pension and retirement plans. In some countries government requires employers to have basic medical insurance plans for their employees.
· Workers’ safety laws:  affects health and safety programs in organizations.
· Privacy laws protecting employees’ personal information.
·  Labor relations laws and regulations affect the conduct of collective bargaining.




F. Union expectations and power:
 Labor unions exist to protect employees’ rights in a more organized and effective way. Union’s interest, expectation and power differ from one union to another. It depends on the kind of industry they are in, the number and involvement of its members and the response of management to the demands and questions of the unions. However, the case may be the presence of a union directly affects most aspects of HRM- recruiting, selection, performance evaluation, promotion, compensation, and benefits, among other things. 
2.3. [bookmark: _Toc162278065][bookmark: _Toc162279413] THE INTERNAL ENVIRONMENT
· Factors that affect a firm’s human resources from inside its boundaries are termed as internal environmental factors. The primary internal factors include the firm’s mission, policies, corporate culture, management style of upper managers, employees, the informal organization, other units of the organization, and unions.
i)  Mission
The organization’s continuing purpose or reason for being. Each management level should operate with a clear understanding of the firm’s mission. In fact, each organizational unit (division, plant, and department) should clearly understand objectives that coincide with that mission.
ii) Policies
A predetermined guide established to provide direction in decision making. As guides, rather than as hard and- fast rules, policies are somewhat flexible, requiring interpretation and judgment in their use. They can exert significant influence on how managers accomplish their jobs.
iii) Corporate Culture
The system of shared values, beliefs, and habits within an organization that interacts with the formal structure to produce behavioral norms.
iv) Management Style of Upper Managers
Closely related to corporate culture is the way in which the attitudes and preferences of one’s superiors affect how a job is done. This situation deserves special emphasis here because of the problems that can result if the managerial style of upper-level managers differs from that of lower-level managers.
v) Employees
Employees differ in many ways including their capabilities, attitudes, personal goals, and personalities. As a result, behavior that a manager finds effective with one worker may not be effective with another.
vi) Informal Organization
The informal organization is the set of evolving relationships and patterns of human interaction within an organization that are not officially prescribed. Such informal relationships are quite powerful.
vii) Other Units of the Organization
Managers must be keenly aware of interrelationships that exist among divisions or departments and should use such relationships to their best advantage.
viii) Labor-Management Agreement
Upper management typically negotiates labor-management agreements, but managers throughout the organization must implement the terms of the agreements. In most instances, agreements place restrictions on the manager’s actions.

2.4. [bookmark: _Toc162278066][bookmark: _Toc162279414] Human Resource Management Model
HRM is a system that consists of many interdependent activities.  A poor decision about staffing requirements can lead to problems in employment, placement, legal compliance, union-management relations, and compensation.  When HR activities are involved as whole, they form an organizations HRM system.  A system consists of two or more parts (or subsystems) that work together as an organized whole with identifiable boundaries e.g. car, human body, etc. 
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Figure 2-1 The HRM model   			
In figure 2-1 each HR activity (subsystem) relates directly to every other activity.  For example, the challenges faced by the HR department affect the selection of employees.  The selection subsystem influences the department's development and evaluation of employees.  HR subsystems affect each other, and specialists must remain aware of this interdependency. 
An “applied systems view" describes HR activities as taking inputs and transforming them into outputs (figure 2-2). Then a manger or an HR specialist checks the results to see if they are correct.   Then checking process
Inputs
Transformation 
Out puts 
Feed back






Figure 2.2 Input – output simplification of HRM system.   

  Inputs		 Transformation 		         out put	
. Challenges.               HRM activities.                          HR contribution
. Human resources      . Recruiting                                 . Capable workers
. Education                  . selection                                    . Motivated workers
. Skills                           . others
Produces feedback, which is information that helps to evaluate success or failure. Once the inputs are known, the HR activities transform the inputs into outputs in the most effective ways.  To verify their success, they acquire feedback about the outcome. 
Using a systems perspective is helpful but insufficient.  Mangers and    HR departments cannot always wait for feedback and then respond.  Waiting until an actual problem occurs and then reacting may be inappropriate and costly.   Reactive HRM occurs when decision makers respond to HR problems 	


2.5. [bookmark: _Toc162278067][bookmark: _Toc162279415]CHECK LIST 
Dear learners by know you have to clear understanding on the following points, if you are capable of describing put ‘√’make if you don’t ‘×’and take yourself back and revise.
· External environmental factors affecting HRM. 
· Internal environmental factors affecting HRM. 
·   Human resource management model.
2.5.1. [bookmark: _Toc162278068][bookmark: _Toc162279416]  SELF-CHECK QUESTIONS
Answer the Following Questions from the Above Discussions
1. Outline the external environmental factors affecting HRM.    ___________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________
2. List down and explain the internal environmental factors affecting HRM. __________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________
3. Define human resource management model.
___________________________________________________________________________________________________________________________________________________________________________________________________________



[bookmark: _Toc162278069][bookmark: _Toc162279417]CHAPTER THREE
[bookmark: _Toc162278070][bookmark: _Toc162279418]JOB ANALYSIS
        3.1. Objective of the chapter
At the end of this chapter, you should able to:
· define job analysis
· understand the outcomes of job analysis
· discuss steps in job analysis 
· identify methods of collecting job analysis information
· discuss the Importance of job analysis information 
· describe potential problems with job analysis
	           Actives 
Dear learners, if you are assigned as human resource manager of a company, you are responsible for the relationship of the job and job holders.  How do you plan the company’s human resource to match the jobs and job –holders? And what are the detailed knowledge of the nature and requirements of different jobs?


3.1. [bookmark: _Toc162278071][bookmark: _Toc162279419]     Introduction
Dear Learners, this chapter begin by describing why job analysis is a basic human resource management tool and explaining the reasons for conducting job analysis. Next, we review the types of job analysis information required and discuss job analysis methods. Then, we explain the components of a well-designed job description and describe other methods for conducting job analysis and the ways job analysis helps to satisfy various legal requirements. We then examine the human resource planning process and some human resource forecasting techniques. Next, we discuss forecasting human resource requirements and availability and describe what actions could be taken when either a surplus or a shortage of workers exist. 
3.2. [bookmark: _Toc162278072][bookmark: _Toc162279420]What is Job analysis?



Definition1: -Job analysis is the procedure through which you determine the duties and nature of the jobs and the kinds of people who should be hired for them and used to acquire the information in following areas
      (I). Major duties or activities required
      (II). Conditions under which the job is performed
So this process helps us to learn the following concepts:
· Job: A group of tasks that must be performed if an organization is to achieve its goals.
· Position: The tasks and responsibilities performed by one person; there is a position for every individual in an organization.
· Task: A distinct, identifiable work activity composed of motions.
· Duty: A larger work segment composed of several tasks that are performed by an individual.
· Responsibility: An obligation to perform certain tasks and duties.
Definition 2: Job analysis is the systematic process of collecting and making judgments about all the important information related to a job. Job analysis is the procedure through which you determine the duties and nature of the jobs and the kinds of people who should be hired for them. You can utilize the information it provides to write job descriptions and job specifications that are utilized in recruitment and selection, compensation, performance appraisal, and training.
3.2.1. [bookmark: _Toc162278073][bookmark: _Toc162279421]  Job Analysis Outcomes

The data collected in a job analysis utilized to write job descriptions, job specifications and job evaluation.
Job analysis


Job evaluation
Job specification
Job description


Figure: 3.1 the setting of job analysis
3.2.2. [bookmark: _Toc162278074][bookmark: _Toc162279422] Job description (Sometimes called Position Description)
A job description is a written statement of what the job holder actually does, how he or she does it, and under what conditions the job is performed. There is no standard format for writing job descriptions, but most descriptions include sections on:
Job identification: job title, code number of the job, department or division where the job is    located, etc.  
Job summary:-a brief explanation of the job in terms of activities or tasks performed.
Duties to be performed – a listing of the duties, with the importance of each – volume of time devoted for. 
Supervision: the number of people to be supervised along with their job titles and the degree of supervision.
Working conditions: the environment in which the job holder must work. The physical 
 environment of the job described in terms of heat, noise level, dust etc.
Example of job descriptions	
Job title: manager, wage and salary administrator
Code number: HR/1705
Department: human resource division
Job summary: responsible for company wage and salary program, job analysis, job evaluation, wage and salary survey, and benefit administration.
Job duties:
· Supervisees job analysis studies  and approves final form of descriptions
· Act as a chairman of companywide job evaluation committee
· Conduct periodic wage and salary surveys in the community and industry
· Administered the companies fringe benefits’ program
Work conditions:
             Normal work conditions eight hours per days a week
Supervision:
Reports to director, human resources, and exercise supervision on officers in the wage and salary department in human resource division of the company.
3.2.3. [bookmark: _Toc162278075][bookmark: _Toc162279423] Job specification 
From the job analysis and job description and a job specification may be derived, which states a document containing the minimum acceptable qualifications that a person should possess in order to perform a particular job. Items typically included in the job specification are educational requirement, experience, personality traits, and physical abilities. Thus, the job specification is an important tool in the selection process. The job specification guides the selector’s attention on the list of qualifications required for the candidate to perform the job. 
Examples of job specification of compensation manager
Position title: manger, wage and salary administration
Department: human resource division
Education and training:
· A bachelor degree with at least 3:00 CGPA
· A degree or diploma in law will be additional desirable  qualifications
· MBA with specialization in HRM
Experience: at least five years’ experience in similar position in a large organization
Age: preferable above 30 years and below 45
3.2.4. [bookmark: _Toc162278076][bookmark: _Toc162279424]Job Evaluation
Job evaluation is a systematic decision of the value of each job in relation to other jobs. The process of job evaluation is used to design pay scale. It is not used for appraising the performance of workers in the job. The general idea is to enumerate the requirements of the jobs and the contributions of such jobs to the organization – and then to classify it according to the importance of such jobs. 
3.3. [bookmark: _Toc162278077][bookmark: _Toc162279425] Steps in job analysis process

Steps in job analysis process
Collection of job information
· Job activities
· Working conditions
· Human traits & abilities 
Select the representative jobs 
· Number of jobs to analyzed 
· Priorities of different jobs
Describe the use of job information 
· Recruitment
· Selection
· orientation
· Training & Dev’t e.t.c.
Collection of back ground information
· Organization chart
· Previous job description if any







Verify job analysis information
· Job holder 
· immediate supervisor





Job evaluation
Job description
Job specification



                                                                                      Updating information from time to time
There are six steps in doing job analysis
Step 1: Decide the use of job analysis information:  It is true that the information generated by job analysis can be utilized for practically all functions of HRM. Nevertheless, it is important to focus on a few areas in which the job analysis information is to be used. These areas can be decided on the base of the need, priorities, and constraints of particular organization.

Step 2: Review relevant back ground information- such as organization chart, process flow chart and job descriptions. Organization chart shows the organization wide division of work, how the job in question relates to other jobs, and where the job fits in the overall the organization.  The chart should show the title of each position, and by means of interconnecting lines, who reports to whom and with whom the job incumbent communicates. In simplest form a process flow chart shows the flow of inputs to and out puts from the job you are analyzing. 
Step 3: Select representative positions. Why? Because there may be too many similar jobs to analyzed. It is desirable to select a representative sample of jobs for purpose of analysis.
Step 4: Actually, analyze the job- by collecting data on job activities, required employee’s behavior, working conditions, and human traits and abilities needed to perform the job. For this step, use one or more of the methods of collecting job analysis information.
Step 5: Verify the job analysis information- with the worker performing the job with his or her immediate supervisor.  These reviews can also help gain the employees’ acceptance of the job analysis data and conclusions, by giving that person chance to review and modify your description of the job activities. 
Step 6: Verify develop a job description, job specifications, and job evaluation. There are three tangible products of the job analysis. The job description is a written statement of what the job holder actually does, how he or she does it, and under what conditions the job is performed. The job specification summarized the minimum acceptable specifications that the individual worker (job holder) should have to do the job successfully. Job evaluation deals with systematic decision of the value of each job in relation to other jobs.
	     Exercise 
By looking the above figure of steps in job analysis process, what are the steps you will follow in job analysis process?



3.4. [bookmark: _Toc162278078][bookmark: _Toc162279426] Methods of Collecting job Analysis Information

  Job analysis traditionally has been conducted in a number of different ways. Also, firms differ in their needs and in the resources they have for conducting job analysis. An HR specialist (job analyst, or consultant), a worker, and the worker’s supervisor usually work together in conducting the job analysis and the most popular methods for gathering job analysis data.

	       Activities  
What do you think the methods of collecting job analysis information and its importance?


3.4.1. [bookmark: _Toc162278079][bookmark: _Toc162279427]Interview
 To obtain the full flavor of a job it is usually necessary to interview job-holders and to check the findings with their superiors. The three types of interviews managers use to collect job analysis data are: - individual (to get the employee’s perspective on the job’s duties and responsibilities), group (when large numbers of employees perform the same job) and supervisor (to get his/her perspective on the job’s duties and responsibilities). This method coupled with observation is considered as the most satisfactory method of job analysis. 

I. Observation 
The analyst observes without getting directly involved in the job, the worker or a group engaged in doing the job. The observation is made on various tasks, activities, the pace at which tasks are carried out, and the way different activities are performed. The manual, standardized and short job cycle activities related jobs might require this sort of method. The obtained information is reported in a standard format.
II. Diary method 

The employee records every activity he/she engages in, in a diary or log along with the amount of time to perform each activity to produce a complete picture of the job.  Since each employee keeps a full record of his or her daily operations starts from the beginning till end, this method is consumed more time more than other methods. The other problem with this method is employees may try to exaggerate some activities and underplay others.

III. Questionnaires
The structured questionnaire has to be developed on different aspects of job related tasks and behavior such as coordinating, negotiating, manual and mental processes. Each task or behavior is described in terms of characteristics such as frequency, significance, difficulty and relationship to overall performance. This questionnaire is administered on relevant employees and they are asked to provide their ratings of these job dimensions. This method is highly unsatisfactory as it places greater faith in the job holder’s ability to provide information.
Questionnaire should provide the following basic information:
· The job title of the job-holder.
· The title of the job-holder’s superior.
· The job titles and numbers of staff reporting to the job-holder (best recorded by means of an organization chart).
· A brief description (one or two sentences) of the overall role or purpose of the job.
·  A list of the main tasks or duties that the job-holder has to carry out. As appropriate, these should specify the resources controlled, the equipment used, the contacts made and the frequency with which the tasks are carried out.
IV. Job performance 

Under this method , the job analyst actually perform the job under study to obtain firsthand experience of the actual task, physical, and social demand and the environment of the job this methods can be used for only a jobs  where skill requirements are low and can be learnt quickly and easily. This is time consuming method and is not appropriate for jobs require extensive skills.
3.5. [bookmark: _Toc162278080][bookmark: _Toc162279428] Importance of job Analysis Information

  Recruitment and selection
Job analysis provides you with information on what the job entails and what human requirements are required to carry out these activities. This job description and job specification information is basis on which you decide what sort of people to recruit and hire.
Compensation
You also need a clear understanding of what each job entails to estimate the value and appropriate compensation for each job. This is because compensation (such as salary and bonus) is usually tied to the job’s required skills, education level, safety hazards; and so on-all factors that are identified through job analysis. Job analysis provides data for determining the relative worth of each job so that each job can be classified.
Performance Appraisal
Performance appraisal involves comparing each employee’s actual performance with his/her desired performance. It is often through job analysis that industrial engineers and other experts determine standards to be achieved and specific activities to be performed.
Training
You will also use job analysis information for designing training and development programs because the job analysis and resulting job description show what sort of skills and therefore training are required.
Ensure complete Assignment of duties
The job analysis is also useful for ensuring that all the duties that have to be done are in fact assigned to particular positions. For example in analyzing the current job of your company’s production manager, you may find she reports herself  as being responsible for two dozen or so specific duties including  planning weekly production schedules, purchasing raw materials, and supervising the daily activities of each of her first line supervisors. Your job analysis (based as not just on what these employees report as their duties, but on your Knowledge of what these jobs should entail) has identified a missing duty that must be assigned. Missing duties like this are often uncovered through job analysis. As a result, job analysis plays a role in remedying problems of this sort that would arise, if for example, there was no one assigned to manage inventories.
Compliance to legal requirements 
Information on job contents and requirements helps organizations to comply with government regulations and defend their actions from legal challenges like discrimination during HRM decisions (to hire, to give a raise, to terminate, etc.) As long as such decisions are made for job related reasons, the organization will be in compliance to government rules and regulation. For example, if fire fighters are required to lift 34kg objects, the job analysis can help the fire fighter organization defend itself from gender discrimination. Another example is if a company requires its sales representatives to have a valid driver’s license and how it via job analysis that driving is an essential skill in sales representative’s job, it can easily defend itself from violating regulations regarding disabled people.

3.6. [bookmark: _Toc162278081][bookmark: _Toc162279429] Potential Problems with job Analysis

In analyzing jobs, certain potential problems can occur, some of these problems result from the nature of human behavior, others steam to from the nature the job analysis process. Some of the most frequently encountered problems associated with job analysis are the following;-
I. Top management support is missing 
Top management should at least make it clear to all employees that their full and honest participation is extremely important to the process. Unfortunately the message is not often communicated.
II. Only a single means and source are used for gathering data.
Managers have many alternative methods of data collection for the job analysis purpose. All too often, a job analysis relies on only one of these methods when a combination of methods might provide better data.
II. The supervisor and the job holder do not participate in the design of the job analysis procedures 
Too many analyses are planned and implemented by one person who assumes exclusive responsibility for the project. The job holder his/ her supervisor should be involved early in the planning of the project.
III. No training or motivation exist for job holder 
Job incumbents are potentially great source of information about jobs. Unfortunately, there are seldom trained or prepared to generate quality data for a job analysis. Also, job holders re rarely made aware of the data and almost never are rewarded for providing good data. 
IV. Employees are not allowed sufficient time to complete the analysis  
Usually a job analysis is conducted as though it were a crash program, and employees are not given sufficient time to do a thorough job analysis. 
V. There is failure to critique the job 
Many job analyses do not go beyond the initial phase of reporting what the job holder certainly does. These data are extremely valuable, but the analysis should not stop hear. The job should be critiqued to determine whether it is being done correctly or weather improvements can be done. 
3.7. [bookmark: _Toc162278082][bookmark: _Toc162279430] Human Resource Planning (HRP)
Countries forecast the demand for and supply of HR for the entire nation and they take steps to adjust the demand by altering their economic, industrial and agricultural policies and adjust the supply through their population policy, family planning, educational policy, etc. 
   Definitions
Human resource planning is an attempt to forecast how many and what kind of employees will be required in the future and to what extent this demand is likely to be met. It involves the comparison of an organization’s current human resources with likely future needs and, consequently, the establishment of programs for hiring, training, redeploying (to move them to a new position) and possibly discarding employees.
Another definition describes HRP as the process of matching the internal and external supply of people with job openings anticipated in the organization over a specified period of time. 
HRP is one of the most important elements in a successful HRM program, because it is a process by which an organization ensures that it has the right number and kinds of people, at the right place, at the right time, capable of effectively and efficiently completing those tasks that will help the organization achieve its overall strategic objectives. HRP then ultimately translates the organization’s overall goals into the number and types of workers needed to meet those goals. Without clear-cut planning and direct linkage to the organization’s strategic direction, estimation of an organization’s human resources needs is reduced top mere guess work.

3.8. [bookmark: _Toc162278083][bookmark: _Toc162279431] Steps in the human Resource Planning Process
Dear Learners, the process of HRP broadly involves the following stages.
A. Studying short and long range plans of the organization: as well as determining the impact of the organization’s objectives on specific organizational units.
The objectives and plans at all levels of management provide the basis for determining personnel needs. The direction the organization plans to take in the future is used as a base for determining the number and mix of human resources needed in the organization.
It starts from the strategic plan of the organization that involves the determination of the mission of the organization (what business the organization is in) along with strategic goals that establish targets the organization will achieve. These goals usually cover five to ten years. Once the strategic goals and plans are identified and short-term plans at divisional and departmental levels are known, HRM will be in a position to plan human resource needs in line with organizational needs. 
B. Forecasting the overall human resource requirements: - estimation of future demand for human resources is the core of any organizations human resource planning process. Most organizations predict their future employee needs, at least informally, even if they do not estimate their sources of supply. Demand forecasting is the basis on which manpower planning is built. Almost all HRP begins by determining future human requirements.   
HR demand forecasting is the process of estimating as closely as possible, how      many and what type of employees the organization will need in each job category by the end of the planning period to do the work that will have to be done. Defining the skills, expertise, and total number of employees required in the organization.
  The information obtained from job analysis will help in defining the skills and experience needed for each job identified. It is also possible to determine the total number of employees through some techniques of forecasting human resource needs of an organization within a given period of time. 
      Some of these methods include:
1. Trend Analysis: It means studying an organization’s employment tends over a certain period of time to predict future needs. For example, tracking the number of employees in the organization or in each subgroup (like salespeople, production people, etc) at the end of every year and assess the trend in the last five years. This method is usually used as an initial estimate and needs to be combined with other factors that may affect the employment level in an organization or a department.

2. The scatter plot: It is a graphical method used to help identify the relationship between two variables. For example, for determining the need for registered nurses for a given hospital, two factors- size of hospital (in terms of hospital beds) and number of nurses required – can be taken as possibly related factors and be used to predict future needs of nurses.

3. Managerial Judgments: It is a forecasting approach that is based on a manager’s judgment of human resources requirement. Whichever forecasting approach is used for forecasting, managerial judgment plays a major role. In this approach, managers consider several factors relevant for forecasting human resource requirements. Some of these factors include.
· Demand for product or services.
· Projected turnover (as a result of resignation or terminations)
· Quality and nature of your employees in relation to the changes that are needed in the organization.
· Decisions to upgrade the quality of products or services or enter into new markets.
· Technological and administrative changes resulting in increased productivity.
· The financial resources available.
C. Taking an inventory of present human resources: i.e. developing a profile of current status of human resources. (Assessing current human resources.)
Before determining how many outside candidates to hire, the current available human resources should be assessed to find out if they can fill the projected/forecasted openings in the organization. Assessing current human resources begins by developing a profile of the organization’s current employees. This is an internal analysis that includes information about the employees and the skill they currently possess. The input for this report would be derived from forms completed by employees and then checked by supervisors. Some of its uses include:
· To determine currently available skill
· As a guide for considering new opportunities for the organization (Expansion or alternation of organization’s strategies)
· Selecting individuals for training and executive development, for promotions, and transfers.
· For identifying current or future threats to the organization’s ability to perform.
In order to get accurate and current information about existing employees, systems should be developed to compile qualifications of employees. These may include qualification inventory and replacement-charts. 
· Qualification Inventory Systems (Human Resource Management System)
One of the human resource planning tool and technique to keep track of employees’ qualification is called personnel inventory and development record. It is the systematic record, either manual or computerized, listing employees’ education, career and development interests, languages, special skills, etc. It is used in forecasting inside candidates for promotions or transfers. A form is developed to compile information on each employee and record inventory. Such information can be used to determine which current employees are available for promotions or transfers to projected open positions etc.
In the case of computerized human resource management system, tracking employee qualifications is easier. Unlike manual systems, computerized information system enables human resource specialists to compile hundreds of data elements on each employee and thus be able to have a better forecasting mechanism in place. Some of these data elements include work experience, product knowledge, industry experience, formal education, training courses, foreign language skills, relocation limitations, career interest, performance appraisal results, pay status, sick leave used, service date, etc.
Replacement Chart
It is a company record showing present performance and pormotablity of inside candidates for the most important positions. It also highlights those positions that become vacant in the near future due to retirements, promotions, transfers, resignations, or death of the incumbent. Example of a replacement chart is given in this chapter.
The assessment of current human resources should be followed by estimation of changes in internal supply of human resources that may result in an increase or decrease of employee base. For example, if one individual in department X is transferred to a position in Department Y, and an individual in department Y is transferred to a position in department X, the net effect on the organization is zero. However, if only one individual is initially involved say promoted and sent to another location in the organization it is only through effective HRP that a competent replacement will be available to fill the position vacated by the departing employee.
An increase in the supply of any unit’s human resources can come from a combination of four sources: new hires, contingent workers, transfer-in, or individuals returning from leave. The task of prediction these new inputs can range from simple to complex.
Decrease in the internal supply can come about through retirements, dismissals, transfers out of the unit, layoffs, voluntary quits, sabbaticals, prolong-ed illnesses, or death. The easiest to forecast are retirements assuming that employees typically retire after a certain length of service. On the other hand, voluntary quits, prolonged illnesses, and death are difficult to predict. In between the extremes, transfers, layoffs, sabbaticals, and dismissals can be forecasted with a reasonable accuracy since they are controllable by management. Of the four, transfer out of a unit such as lateral moves, demotions, or promotions are most difficult to predict since they are dependent on opening in other units. With regard to dismissals, result of performance evaluation can be used to identify the number of employees that are likely to be dismissed due to unsatisfactory work performance.
D) Estimating the net human resource requirement: i.e. developing the personnel objective for the planning period.
 In this step, HRM can make a reasonable prediction of their net human resource requirement for a specified period of time by combining the forecast for the total human resource requirement with the information on supply of employees from within the organization (Personnel inventory information). In determining the net supply of human resources within the organizations, HRM should take into consideration those employees that are returning back to their positions from maternity, military or sabbatical leaves. The net internal supply of human resources is then compared to the net demand of human resources to arrive at the net number, skill, mix, and quality of human resources needed.
Forecast of total HR requirement – Internal supply of HR = Net HR requirement

Developing action plans:
The result obtained from step four will initiate the last step of planning i.e. developing action plans to fulfill the needs of human resources in the organization. The net HR requirement could be negative (currently, there are more employees than actually required) or positive (additional HR required).
  Possible Actions:
If net requirement is positive: plan to recruit qualified employees for the open positions. Make plans for recruitment and selection. Such plans include determination of which positions need external recruitment, the number and type of employees needed, time necessary to conduct the recruitment and selection process, etc.
Benefits of HRP
Why do we indulge ourselves in such cumbersome process? 
Because HRP has its own benefits. Among them are:
· It offsets uncertainties and changes to the maximum extent possible and enables the organization to have right personnel at right time and in right place.
· HRP helps in anticipating the cost of salary, benefits and all the costs of HR; facilitating the formulation of budgets in an organization.
· HRP helps in planning for physical facilities, working conditions, the volume of fringe benefits like canteen, schools, hospitals, child-care centers, etc.
       Problems in HRP 
· Uncertainties: due to absenteeism, seasonal employment, employee turnover, etc. Further, uncertainties in industries like technological change, market conditions, etc. make the HRP less reliable.
· Inadequacies of information system: information regarding the economy, industries, labor market, trends in HR, etc. is not available as needed.
· Resistance by employers and employees: Employers resist HRP as they think that it increases the cost of personnel as unions demand more facilities and benefits including training and development. Further employees resist HRP as they view that it increases work load.
3.9. [bookmark: _Toc162278084][bookmark: _Toc162279432]Factors affecting human resource planning.
Human resource planning process can be affected by different factors. The process of estimating demands and supplies of manpower as well as the action programs to be implemented are influence by various factors. These factor can be broadly categorized as External and internal.
3.9.1. [bookmark: _Toc162278085][bookmark: _Toc162279433] External Factors
External factors are forces outside the organization, which directly or indirectly affect the HRP process of an organization. Some of these external forces include. 

1. Government: a major element that affects labor demand and supply is the government. Today managers are confronted with an expanding and often bewildering array of government rules as regulations of HR activities has steadily increased. As a result, HR planning must be done by individuals who understand the legal requirements of various government regulations.

Some of these laws may include: 
· Trade policies and restrictions such as closed-import and open -import policies 
· Taxation policies 
· Wage and work hours laws 
· Pension provisions and social security legislation. 
· Employee health and safety laws 
E.g. America workers compensation (WC) Act which demands benefits to employees that suffered a work related illness or injury. 

2. Economic Conditions: Economic conditions like business cycle, interest rate, inflation, economic growth rate, per capita income etc., determines the plans and objectives of the organization and consequently the requirements and availability of workers. Decision on wages, hiring, training and development, lay-off workers all hinge on economic condition. 
Example, in good economic conditions organizations can pay better salaries and able to attract qualified individual.    
As the economy changes from expansion to contraction during a course of a business cycle, organizations must modify their plans. These changes in the business cycle demand that human resource planners assist their organizations in meeting their new plans. When the business cycle turns-down, overstaffing, excess benefits, higher wages become serious problems. Recession in business results in reducing labor costs; reduce working hours, lay-off workers and so on. These in turn affects the HRP process. 

3. Social Conditions: The society is the sources of manpower. Thus the diversity of the workforce is the result of social conditions. The major social factors are the culture and the demography. 
· Societal culture:  refers to the belief and customs of a society that affect the attitude, the behavior and ethics of a workforce. The changing attitudes, beliefs and viewpoints have confronted personnel departments in the form of requests for longer vacations, more holydays and non-traditional work schedules. In addition, attitude about honesty, commitment to work, believe on teamwork, attitudes toward HIV / AIDS victims are the results of societal culture and attitude. It is impossible to identify every changing value in society that may affect HRM in general & HRP in particular. Nonetheless, as society becomes more diverse in its attitude, culture and other dimensions, HR planners must try to anticipate the impact of these changes on HR demand and supply.   
· Demography: defines composition of workforce in terms of educational level, ethnicity, age, sex, population number, birth rate, death rate, percentage of population participating in the workforce and other characteristics. Changes in workforce demographics usually occur slowly but it can relatively be measured and anticipated by demographers. 
4. Technological challenges: Technology impacts HRM by changing the product, production technique, or the skills required. 
The innovation of computer and robotics are some of the results of technological changes. The introduction of computers changed employment needs. Before the invention of computers, organizations recruited large number of unskilled and semi-skilled clerks to perform routine works like payroll filing etc. The introduction of computer however, reduced the number of unskilled labor, and introduced the need for highly skilled programmers and system analysts. Thus, this changed the techniques of recruitment, training and compensation programs. Technology in general complicates human resource planning because of the tendency to reduce employment in one department like filing while increases employment in  other departments like computer operation. 

5. Competition for labor: The existence of other employers in the area can greatly expand or diminish the labor supply. The Opening of a new business in the area may decrease the supply of potential employees in a labor market. Sometimes, however, other competing business can be a source for especially contingent employees. As a result, failure to consider the competitive labor market and to offer pay scales and benefits which is competitive with those organizations in the same general industry and geographic location may cost a company clearly in the long-run. Underpaying or under competing may result in a much lower quality workforce.
In addition to local competition, international competition is also part of external environment. A global competition for labor shifts jobs and workers around the world. Without effective human resource planning and subsequent attention to employee recruitment, selection, placement, development, and career planning, the growing competition for international professionals may lead to expensive and strategically disruptive turnover and loss of important individuals.
3.9.2. [bookmark: _Toc162278086][bookmark: _Toc162279434]Internal Factors
These are factors that emanate from within the organization. These factors reflect the weaknesses and strengths of an organization. Some of these factors include:
1. Organization's strategies and objectives: the long -range objectives of an organization like growth rates, new product development, and enlargement of market coverage, diversification and so on affect HRP. If long term objectives are to be met, personnel specialists must develop human resource plans that accommodate the strategic plan. In the short run, planners find that strategic plans become operational in the form of budgets. 
2. Organizational size and structure: the size of the organization (whether it is large or small) determines the manpower needs of an organization. Jobs are the basic units of organizational structure. Thus, the characteristics, the number and relationships among jobs affects number and type of employees required. Re-organization after a merger or acquisition can radically alter human resource needs. The type of structure, organizational hierarchy, level of centralization and decentralization all affects HRP.
3. Organization culture and management philosophy: an organizational culture is a predominant system of beliefs and values held in an organization by its members .It is a pattern of basic assumptions which has been considered valid and taught to new members as the correct way to perceive, think, and behave in relation to some problems.
E.g. it may be the culture of the organization to promote employees based on seniority.
E.g. Democratic leaders can produce better and productive workforce than autocratic leaders.
4. Work force factors: the demand for human resources is modified by such employee actions as retirements, terminations, death, leaves of absence, lateness and so on. The rate of maternity leave, sick leave, workers' death due to spread of epidemic & HVI/AIDS will significantly affect more and more organizations and their human resource plans.
5. Labor union: labor union is a group of employees acting collectively to promote their common interest.  In a unionized company, the employer and the labor union sign a collective agreement that specifies recruitment issues, compensation, hours of work, the working condition, promotion, transfer etc. Thus, this agreement affects HRP.
6. Organizations financial ability: the financial strength of an organization to pay compensation to the existing workers and to attract additional workers affects its HRP.
7. Organization of HRP activities: This shows to whom HRP responsibilities are assigned and how it is carried out. HRP can be carried out and line departments may be given an authority to prepare their manpower plan. In general, HRP may take top down or button- up approach, or preferably the combination of the two. The possible conflict between the two approaches is that top management try to squeeze the number of future employees whereas line managers try to provide themselves with extra manpower. Therefore, negotiation and compromise are necessary.
8. The nature of the jobs & tasks: - the simplicity/ complexity of the tasks in the job and other aspects affect HRP.
3.10. [bookmark: _Toc162278087][bookmark: _Toc162279435]CHECK LIST 
Dear learners by know you have to clear understanding on the following points ,if you are capable of describing put ‘√’make if you don’t ‘×’and take yourself back and revise.
· Job Analysis Outcomes
· Job description, Job specification and evaluation 
· Steps in job analysis process
· Methods of Collecting job Analysis Information
· Importance of job Analysis Information
·  Potential Problems with job Analysis
· Human Resource Planning (HRP)
· Steps in the human Resource Planning Process
· Factors affecting human resource planning 
3.10.1. [bookmark: _Toc162278088][bookmark: _Toc162279436]    SELF-CHECK QUESTIONS
Answer the Following Questions from the Above Discussions
1. Define Job analysis
2. Briefly discuss what Job description, Job specification is and Job evaluation?
3. Identify the steps in job analysis process
4. Discuss the methods of Collecting job Analysis Information
5. Explain clearly the importance of job Analysis Information
6. Identify  the potential problems in  job Analysis
7. Define human resource planning (HRP)
8. What are the  steps in the human resource planning process
9. What are the factors that affecting human resource planning?

[bookmark: _Toc162278089][bookmark: _Toc162279437]CHAPTER FOUR
[bookmark: _Toc162278090][bookmark: _Toc162279438]RECRUITMENT AND SELECTION
 Learning Objectives 
After completing this unit, you will be able to: 
· understand the nature, objectives and importance of recruitment 
· Identify and describe the factors that affect recruitment 
· Identity the recruitment process, delineate different stages in the process 
· Identity distinct philosophies of recruiting and understand of each on employee hiring 
· Understand the nature of selection and its role in organizational effectiveness
· Identify the selection process, demarcate the stages and describe each step
· Shortlist the new methods of selection and understand their implications
· Understand the nature and purpose of orientation an appreciate its role in HRM
	In your (any) organization, what are the processes required to hire employees for different jobs? What specific activities are done to hire workers?


4.1. [bookmark: _Toc162278091][bookmark: _Toc162279439] Introduction 
HRP helps determine the number and type of people an organization needs. Job analysis and job design specify the tasks and duties of jobs and the qualifications expected from prospective job holder (see Fig 3.1). The next logical step is to hire the right number of people of the right type to fill the jobs. Hiring involves two broad groups of activities: (i) recruitment and (ii) selection. 
4.2. [bookmark: _Toc162278092][bookmark: _Toc162279440] Employee Recruitment
 Definition of Recruitment
In simple terms, recruitment is understood as the process of searching for the obtaining applicants for jobs, form among which the right people can be selected. A formal definition of recruitment is: 
It is the process of finding and attracting capable applicants for employment. The process begins when new recruits are sought and ends when their applications are submitted. The result is a pool of applicants from which new employees are selected.  
4.2.1. [bookmark: _Toc162278093][bookmark: _Toc162279441] Purposes and Importance of Recruitment
Recruitment represents the first contact that a company makes with potential employees.  It is through recruitment that many individuals will come to know a company, and eventually decide whether they wish to work for it.  A well-planned and well-managed recruiting effort will result in high-quality applicants. High-quality employees cannot be selected when better candidates do not know of job openings, are not interested in working for the company, and do not apply.   The recruitment process should inform qualified individuals about employment opportunities, create a positive image of the company, and provide enough information about the job.
The negative consequences of a poor recruitment process speak volumes about its role in an organization.  The failure to generate an adequate number of reasonable qualified applicants can prove costly in several ways.  It can greatly complicate the selection process and may result in lowering of selection standards.  This can distort traditional wage and slay relationships in the organization, resulting in unavoidable consequences.  Thus, the effectiveness of the recruitment process can play a major role in determining the resources that must be expended on other HR activities and their ultimate success.
The general purpose of recruitment is to provide a pool of potentially qualified job candidates. Specifically the purposes are to:
1. Determine the present and future requirements of the organization in conjunction with its personnel planning and job-analysis activities.
2. Increase the pool of job candidates at minimum cost.
3. Help the success of the selection process by reducing the number of under qualified or overqualified job applicants.
4. Help reduce the probability that job applicants, once recruited and selected, will leave the organization only after a short period of time.
5. Identifying and preparing potential job applicants who will be appropriate candidates
6. Increase organizational and individual effectiveness in the short term and long term.
7. Evaluate the effectiveness of recruiting techniques and sources for all job applicants 
4.2.2. [bookmark: _Toc162278094][bookmark: _Toc162279442]Factors Governing Recruitment
1. External Factors
· Supply and demand of specific skills in the labor market:  If the demand for a particular skill is high relative to the supply, an extraordinary recruiting effort may be needed.  For instance, the demand for programmers and financial analysts is likely to be higher than their supply
· Unemployment rate: When the unemployment rate in a given area is high, the company’s recruitment process may be simpler. Increased size of the lobar pool provides better opportunities for attracting qualified applicants.  On the other hand, as the unemployment rate drops, recruiting efforts must be increased.
																														Fig. 4.2   Factors influencing recruitmentExternal Forces
Supply 
Unemployment rate
Labor market
Political-social
Sons of soil
Image
· 
· 
· 
Recruitment
Internal Forces
Recruitment policy
HRP
Size of the firm
Cost
Growth and expansion

· Labor-market conditions: in a local area are of primary importance in recruiting for most non-managerial, supervisory and middle-management positions. 
2.  Internal Factors
There are certain internal forces which deserve consideration while recruiting personnel.
· Recruiting policy of the organization:  Most organizations have a policy on recruiting internally (from own employees) or externally (from outside the organization).  Generally, the policy is to prefer internal sourcing, as own employees know the company well and can recommend candidates who fit the organization’s culture. E.g. An organization hiring temporary and part-time employees is in a less advantageous position in attracting sufficient applications.
· Whether or not the company engages in HRP: A company cannot attract sufficient numbers and with required skills overnight.  It takes time to examine the alternatives regarding the appropriate sources of recruits and the most productive methods for obtaining them.  Once the best alternatives have been identified, recruiting plans may be made. Effective HRP greatly facilitates the recruiting efforts.
· Size of the organization:  An organization with one hundred thousand employees will find recruiting less problematic than an organization with just one hundred employees.
· Cost of recruiting: Recruiting costs are calculated per new hire.  Recruiters must, therefore, operate within budgets.  Careful HRP and forethought by recruiters can minimize recruitment costs.  One cost-saving measure, for instance, is recruiting for multiple job openings simultaneously.  The best solution is to use proactive personnel practices to reduce employee turnover, thus minimizing the need for recruiting.  Evaluating the quality, quantity and costs of recruitment helps ensure that it is efficient and cost-effective. 
· Organization’s growth and expansion rate: firms registering growth will have more recruiting on hand than the one which finds its fortunes declining.
4.2.3. [bookmark: _Toc162278095][bookmark: _Toc162279443] Recruitment Planning
The first stage in the recruitment process is a planning. Planning involves the translation of likely job vacancies and information about the nature of these jobs into a set of objectives or targets that specify the (i) number and (ii) type of applicants to be contacted.
I) Number of Contacts. Organizations, nearly always, plan to attract more applicants than they will hire. Some of those contacted will be uninterested, unqualified, or both. Each time a recruitment program is contemplated; one task is to estimate the number of applicants necessary to fill all vacancies with qualified people.
II) Type of contacts. This refers to the type of people to be informed about job openings. The type of people depends on the tasks and responsibilities involved and the qualifications and experience expected. These details are available through job description and job specifications. 
4.2.4. [bookmark: _Toc162278096][bookmark: _Toc162279444] Methods and Sources of Recruitment
There are several sources and they may be broadly categorized into:
 (I) Internal sources- recruiting from current workers of the firm
II) External sources – recruiting from outside sources like universities, other firms and etc.
4.2.4.1.  Internal Recruitment Methods
Internal recruitment seeks applicants for positions form those who are currently employed. Internal sources include present employees, employee referrals, former employees, and former applicants.
Present Employees: Promotions and transfers form among the present employees can be a good source of recruitment. Promotion to higher positions has several advantages. These are (i) it is good public relations: (ii) it builds morale: (iii) it encourages competent individuals who are ambitious: (iv) it improves the probability of a good selection, since information on the individual's performance is readily available (v) it is cheaper than going outside to recruit, (vi) those chosen internally are familiar with the organizations: 
However, promotion can be dysfunctional to the organization as the advantage of hiring outsiders who may be better qualified and skilled is denied. 
Promotion, to be effective, requires using job posting, personnel records and bank. Job posting means notifying vacant positions by posting notices, circulating publications or announcing at staff meetings with people hired from outside. Examining personnel records may help discover employees who are doing jobs below their educational qualifications or skill levels.
Some companies develop skill banks that list current employees who have specific skills
Another way to recruit form present employees is transfer without promotion. Transfers are often important in providing employees with a broad-based view of the organization, necessary for future promotions.
Employee Referrals: this can be a good source of internal recruitment. Employees can develop good prospects for their families and friends by acquainting them with the advantages of a job with the company, furnishing cards of introduction, and even encouraging them to apply. This source is usually one of the most effective methods of recruiting because many qualified people are reached at a very low cost to the company. In an organization with a large number of employees, this approach can provide quite a large pool of potential organizational members. Most employees know from their own experience about the requirements of the job and what sort of persons the company is looking for. Often employees have friends or acquaintances who meet these requirements. 
Former Employees: Former employees are also an internal sourced of applicants. Some retired employees may be willing to come back to work on a part-time basis or may recommend someone who would be interested in working for the company. Sometimes, people who have left the company for some reason or the other are willing to come back and work. Individuals, who left for other jobs, might be willing to come back for higher emoluments. An advantage with this source is that the performance of these people is already known.
Previous Applicants: Although not truly an internal source, those who have previously applied for jobs can be contacted by mail, a quick and inexpensive way to fill an unexpected opening.14 Although 'walk-ins' are likely to be more suitable for filling unskilled and semi-skilled jobs, some professional openings can be filled by applicants to previous jobs.
[bookmark: _Toc162278097][bookmark: _Toc162279445]     Evaluation of Internal Recruitment
There are three major advantages of internal recruitment. First, it is less costly than external recruiting. Second, organizations typically have a better knowledge of the inter al candidates' skills and abilities than the ones acquire through external recruiting. Third, an organizational policy of promoting from within can enhance employee's morale, organizational commitment and job satisfaction. 
There are disadvantages, which need to be mentioned. One theory is that the method simply perpetuates the old concepts of doing things-that creative problem solving may be hindered by the lack of new talent. A second disadvantage is that politics probably has a greater impact on internal recruiting. Thus, while more job-related information may be known about internals candidates, personnel decisions involving internal candidates are more likely to be affected by the political agenda of the decision makers. 
4.2.4.2.  External Recruitment Methods
External sources far outnumber the internal methods. Specifically, sources external to an organization are professional or trade associations, advertisements, employment exchanges, colleges, /university/institute placement services, walk-ins and write-ins, consultants, contractors, displaced persons, radio and television, acquisitions and mergers, and competitors.  
Professional or trade associations: Many associations provide placement services for their members. These services may consist of compiling job seekers' lists and providing access to members during regional or national conventions. These records carry classified advertisements informing employer interested in recruiting their members. Professional or trade associations are particularly useful for attracting highly educated, experienced or skilled personnel. Another advantages of thee sources is that recruiters can zero in on specific job seekers, especially for hard-to-fill technical posts.
Advertisements: These constitute a popular method of seeking recruits as many recruiters prefer advertisements because of their wide reach. 
Want ads describe the job and the benefits, identify the employer, and tell those who are interested and how to apply. They are the most familiar form of employment advertising. For highly specialized recruits, advertisements may be placed in professional business journals. Newspaper is the most common medium. 
Campus Recruitment: College, universities, research laboratories, sports-field and institutes are fertile ground for recruiters, particularly the institutes.  
Walk-ins, Write-ins and Talk-ins: the most common and least expensive approaches for candidates is direct applications, in which job seeker submit unsolicited application letters or resumes. Direct applications a can also provide a pool of potential employees to meet future needs form employees' view point; walk-ins are preferable as they are free from the hassles associated with other methods of recruitment. While direct applications are particularly effective in filling entry-level and unskilled vacancies, some organizations compile pools of potential employees from direct applicants for skilled positions. 
4.2.4.2.1. Advantage and Disadvantage of External Recruitment
Exhibit 4.1 shows relative merits and demerits of internal and external recruitment.
	Internal Recruitment

	                 Advantages                                     Disadvantages 

	1. It is less costly.
2. Candidates are already oriented towards organization. 
3. Organizations have better knowledge about the internal candidates.
4. Enhancement of employee morale and motivation.]
5. Good performance is rewarded 
	1. It perpetuates the old concept of doing things. 
2. It abets raiding. 
3. Candidate’ current work may be affected. 
4. Politics play greater role.
5. Morale problem for those not promoted.

	External Recruitment

	                 Advantages                                     Disadvantages 

	1. Benefits of new skills, new talents and new experiences to organizations.
2. Compliance with reservation policy becomes easy.
3. Scope for resentment, jealousies and heartburn are avoided. 

	1. Better morale and motivation associated with internal recruiting is denied to the organization.
2. It is costly.
3. Chances of creeping gin false positive and false negative errors.
4. Adjustment of new employees to the organizational culture takes longer time.


4.2.5. [bookmark: _Toc162278098][bookmark: _Toc162279446] Evaluation of Recruitment Process
Evaluation and control are necessary as considerable costs are increased in the recruitment process. The costs generally incurred are:      
1. Salaries for recruiters. 
2. Management and professional time spent on preparing job description, job description, job specifications, advertisements, agency liaison, and so forth.  
3. Cost of advertisements or other recruitment methods, that is, agency fees. 
4. Cost of producing supporting literature. 
5. Recruitment overheads and administrative expense.
6. Costs of overtime and outsourcing while the vacancies remain unfilled.
7. Cost of recruiting suitable candidates for the selection process. 
4.2.6. [bookmark: _Toc162278099][bookmark: _Toc162279447]CHECK LIST 
Dear learners by know you have to clear understanding on the following points ,if you are capable of describing put ‘√’make if you don’t ‘×’and take yourself back and revise.
· Definition of Recruitment
· Purposes and Importance of Recruitment
· Factors Governing Recruitment
· Recruitment Planning
· Methods and Sources of Recruitment
· Internal Recruitment Methods
· External Recruitment Methods
· Advantage and Disadvantage of External Recruitment
· Evaluation of Recruitment Process
4.2.6.1. [bookmark: _Toc162278100][bookmark: _Toc162279448]   SELF ASSESSMENT QUESTIONS
1. Define employee recruitment
__________________________________________________________________.
2. What do HR planners specify in determining HR requirement? 
_____________________________________________________________________.
3. List the benefit of employee recruitment.
________________________________________________________________________________________________________________
4. Explain the different methods and sources of employee recruitment.
_________________________________________________________________________________________________________________________
5. Identify the advantage and disadvantage of internal and external employee recruitment
______________________________________________________________________________________________________________________
6. What are the factors that influence internal and external recruitment?
____________________________________________________________________________________________________________________________________________
8. Employee recruitment planning involves the translation of likely job vacancies and information about the nature of these jobs in to a set of objectives that specify _________________and_______________________
4.3. [bookmark: _Toc162278101][bookmark: _Toc162279449]EMPLOYEE SELECTION      
4.3.1. [bookmark: _Toc162278102][bookmark: _Toc162279450]  Introduction
Next to recruitment, the logical step in the HR process is selection of qualified and competent people. This unit devoted to detailed explanation of selection and its process.
4.3.2. [bookmark: _Toc162278103][bookmark: _Toc162279451] Meaning and definition of employee selection
Selection is the process of picking individuals (out of the pool of job applicants) with requisites qualifications and competence to fill jobs in the organization. A formal definition of selection is:
 It is the process of differentiating between applicants in order to identify (and hire) those with a greater likelihood of success in a job.
Recruitment and selection are the two crucial steps in the HR process and are often used interchangeably. There is, however, a fine distinction between the two steps. While recruitment refers to the process of identifying and encouraging prospective employees to apply for job, selection is concerned with picking the right candidates from a pool of applicants. Recruitment is said to be positive in its approach as it seeks to attract as many candidates as possible. Selection, on the other hand, is negative in its application inasmuch as it seeks to eliminate as many unqualified applicants as possible in order to identify the right candidates.   
4.3.3. [bookmark: _Toc162278104][bookmark: _Toc162279452] Role of Selection
The role of selection in organization’s effectiveness is crucial for at least two reasons:
1. Work performance depends on individuals selected.
 The best way to improve performance is to hire people who have the competence and the willingness to work. Effective selection, therefore, assumes greater relevance.  
2. Cost incurred in recruiting and hiring personnel speaks volumes about the role of selection.
4.3.4. [bookmark: _Toc162278105][bookmark: _Toc162279453] Environmental Factors Affecting Selection 
Selection is influenced by several factors. More prominent among them are supply and demand of specific skills in the labor-market, unemployment rate, labor-market conditions, legal and political considerations, company’s image, company’s policy, HRP, and cost of hiring. 
The last three constitute the internal environment and the remaining form the external environment of the selection process.
4.3.5. [bookmark: _Toc162278106][bookmark: _Toc162279454] Selection Process 
Selection is a long process, commencing from the preliminary interview of the applicants and ending with the contract of employment. In practice, the process differs among organizations and between two different jobs within the same organization. Selection procedure for senior manager will be long-drawn and rigorous, but it is simple and short while hiring shop-floor workers.  
1.  Preliminary Interview 
In the previous unit, it was stated that the applications received from job seekers would be subject to scrutiny so as to eliminate unqualified applicants. This is usually followed by a preliminary interview the purpose of which is Scrutiny of applications. Scrutiny enables the HR specialists to eliminate unqualified job seekers based on the information supplied in their application forms. Preliminary interview, on the other hand, helps reject misfits for reasons, which did not appear in the application forms. Besides, preliminary interview, often called ‘courtesy interview is a good public relations exercise.
2.  Selection Tests 
Job seekers who pass the screening and the preliminary interview are called for tests. Different types of tests may be administered, depending on the job and the company. Generally, tests are used to determine the applicant’s ability, aptitude and personality. 
Ability tests (also called achievement tests): assist in determining how well an individual can perform tasks related to the job.  An excellent illustration of this is typing test given to prospective employee for secretarial job.  
Aptitude tests: help determine a person’s potential to learn in a given areas. an example of such a test is the General Manager Aptitude Test (GMAT) which many business students take prior to gaining admission to a graduate business school program.
Personality tests: are given to measure a prospective employee’s motivation to function in a particular working environment. 
Interest tests: are used to measure an individual’s activity preferences. These tests are particularly useful for students considering many careers or employees deciding upon career changes.
Graphology test: are designed to analyze the handwriting of an individual. It has been said that an individual’s handwriting can suggest the degree of energy, inhibitions and spontaneity, as well disclose the idiosyncrasies and elements of balance and control. 
Polygraph tests:  polygraph is a lie detector. These testes are designed to ensure accuracy of the information given in the applications. Department stores, banks, and jewelers   shops-that is those highly vulnerable to theft or swindling may find polygraph tests useful. 
Medical tests: medical tests reveal fitness of a candidate. With the development of technology, medical tests have become diversified. 
a. Employment interview 
Interview is a formal, in-depth conversation conducted to evaluate the applicant’s acceptability. It is considered to be an excellent selection device. Interview can be adapted to unskilled skilled, managerial and professional employees. It allows a two-way exchange of information, the interviews learn about the applicant, and the applicant learns about the employer. 
However, interviews do have shortcomings. Absence of reliability is one limitation. No two interviewers offer similar scoring after interviewing an applicant. Lack of validity is another limitation. This is because, few departments use standardized question upon which validation studies can be conducted. Finally, biases of interviewer may mislead the objective of interviews.  
Objectives of Interviews 
Interviews has at least three objectives (i) helps obtain additional information form the applicant; (ii) facilitates giving general information to the applicant such as company policies, job, products manufacture and he like; and (iii) helps build the company’s image among the applicants. 
Type of interviews 
Interviews can be of different types. The usual types are structured, unstructured, mixed, behavioral and stress-producing. 
a) Structured interview: - the interview uses a present standardize question which are put to all the interviews. This interview is also called ‘guided’ or ‘patterned’ interview. 
b) Unstructured interview: - it is unguided interview. It is advantageous because it leads to a friendly conversation between the interviewer and the interviewee. The interviewer can focus on the desired areas of the applicant’s skills or background. 
c) Mixed interview: - it is the use of a blend of structured and unstructured questions. The structured questions provide a base of information that allows comparison between candidates. But the unstructured question makes the interviewer more conventional and permits greater insights into the unique differences between applicants. 
d) Behavioral interviewing: - focuses on a problem or a hypothetical situation that the applicant is expected to solve. Often, these are hypothetical situation, and the applicant is asked what she/he would do in the given circumstances. 
e) Stress interview: - it is used when the job involves much stress, attempt to learn how the applicant will respond to the pressure. This technique is more relevant in jobs involving stress, for example, in the police force. Since stressful situations are usually only a part of the jobs, this technique should be used along with other approaches.  
b.  Reference and background checks 
Many employers request names, addresses, and telephone numbers or references for the purpose of verifying information and, perhaps, gaining additional background information on an applicant. Although listed on the application form, references are not usually checked until the applicant has successfully reached the fourth stage of a sequential selection process. When the labor market is very right, organizations sometimes hire applicants before checking references. 
Previous employees, known public figure, university professors, neighbors or friends can act as references. Organizations normally seek letters of reference of telephone references the latter is advantageous because of its accuracy and low cost. 
In several cases, references are a formality and are seldom verified by the employer. 
3.  Selection Decision 
After obtaining information through the preceding steps, selection decision the most critical of al the steps must be made. The other stages in the selection process have been sued to narrow the number of candidates. The final decision has to be made forms the pool of individuals who pass the tests, interviews and reference checks.
The views of the line manager will be generally considered in the final selection because it is he/she who is responsible for the performance of the new employee. The HR manager plays a crucial role in the final selection.           
4. Physical examination 
After the selection decision and before the job after offer is made, the candidate is required to undergo a physical fitness test. A job offer is, often, contingent upon the candidate being declared fit after the physical examination. Obviously, one of the reasons for a physical test is to detect if the individual carries nay infectious diseases. Secondly, the test assists in determining whether applicants physically fit to perform the world, third, the physical examination information may be used to determine if there are certain physical capabilities which differentiate successful and less successful employees. Fourth, medical check-up protects applicants which differentiate successful and less successful could be detrimental to themselves or might otherwise endanger the employer’s property, Finally, such an examination will protect the employer from workers’ compensation claims that are not valid because the injuries or illnesses were present when the employee was hired.
5. Job Offer 
The next step in the selection process is job offer to those applicants who have crossed all the previous hurdles. Job offer is made through a letter of appointment/placement. Such a letter generally contains a date by which the appointee must report on duty. The appointee must be given reasonable tie for reporting. Again, a new job may require movement to another city which means considerable preparation and movement of property.
Decency demands that the rejected applicants be informed about their non-selection. Their applications may be preserved for future use, if any. It needs no emphasis that the applications selected candidates must also be preserved for future references. 
6. Employment Contracts
After the candidates accept the offer, certain documents need to be executed by the employer and the candidate. One such document is the attestation form. This form contains certain vital details about the candidate which are authenticated and attested by him/her. Attestation form will be a valid record for future reference.
The basic information that should be included in a written contract of employment will vary according to the level of the job, but the following checklist sets out the typical headings.
1. Job title, Duties 
2. Date when continuous employment starts and the basis  for calculating service
3. Rate of pay, allowances, overtime and shift rate, methods of payment
4. Hours of work including lunch break and overtime an shift   arrangements
5. Holly day arrangements
6. Sickness- Duration of sickness payment and Termination due to continued illness
7. Work rules, grievance and disciplinary procedure or reference to it
8. arrangement for terminating employment
9. Arrangement for union membership if applicable
10. Employer’s right to vary terms of the contract subject to proper notification being given
The drawback with contract is that it is almost impossible to enforce them. 
7. Concluding the Selection Process 
Contrary to popular perception, the selection process will not end with executing the employment contract. The unselected candidates must be told that they were not selected, not because of any serious deficiencies in their personalities, but because their profiles did not match the requirements of the organization. They must be told that those who were selected were done purely on relative merit.
4.3.6. [bookmark: _Toc162278107][bookmark: _Toc162279455] Evaluation of selection program 
The broad test of the effectiveness of the selection process is the quality of the personnel hired. An organization must have competent and committed personnel. The selection process, if properly done, will ensure availability of such employees. How to evaluate the effectiveness of a selection program? A periodic audit is the answer. Audit must be conducted by people who work independent of the HR department.


4.3.7. [bookmark: _Toc162278108][bookmark: _Toc162279456] Barriers to effective selection   
The main objective of selection is to hire people having competence and commitment. This objective is often defeated because of certain barriers. The impediments which check effectiveness of selection are perception, fairness, validity, reliability and pressure. 
Perception:  Our inability to understand other accurately is probably the most fundamental barrier to selecting the right candidate.
Selection demands an individual or a group of people to asses and compares the respective competences of other, with the aim of choosing the right persons for the job. But our views are highly personalized. We all perceive the world differently. Our limited perceptual ability is obviously a stumbling block to the objective and rational selection of people. 
Fairness: Fairness in selection requires that no individual should be discriminated against on the basis of religion, region, race or gender. But the low numbers of women and other less-privileged sections of the society in middle and senior management positions and open discrimination on the basis of age in job advertisements and in the selection process would suggest that all the efforts to minimize inequity have not been every effective. 
Validity: Validity, as explained earlier, is a test that helps predict job performance of an incumbent. A test that has been validated can differentiate between the employees who can perform well and those who will not. However, a validated test does not predict job success accurately. It can only increase possibility of success. 
Reliability: A reliable method is one which will produce consistent results when repeated in similar situation. Like a validated test, a reliable test may fail to predict job performance with precision.
Pressure: Pressure is brought on the selections by politicians, bureaucrats, relative, friends and peers to select particular candidate. Candidates selected because of compulsion are obviously hot the right one. Appointments to public sector undertaking generally take place under such pressures. 
4.3.8. [bookmark: _Toc162278109][bookmark: _Toc162279457] New methods of selection
 In recent years, new methods of selection have been found out by HR specialists. These approaches are deemed to be alternatives to the traditional methods of selection.
Two interesting alternatives are participative selection and employee leasing. Participative selection means that subordinates participate in the selection of their co-workers and supervisors. In employee leasing, the client company leases employees from a third party, as full-time, long-term help. Here, no need of hiring workers, because employees already working elsewhere are leased. They are not directly employed by the company where they are working. The advantages of employee leasing are significant. The client is relived of many administrative burdens, as well as the need to employ specialized personnel employees. Further, employees not recruited by one client are sent to another client company for employment.
4.3.9. [bookmark: _Toc162278110][bookmark: _Toc162279458]CHECK LIST 
Dear learners by know you have to clear understanding on the following points ,if you are capable of describing put ‘√’make if you don’t ‘×’and take yourself back and revise.
· Meaning and definition of employee selection
· Role of Selection
· Environmental Factors Affecting Selection 
· Selection Process 
· Evaluation of selection program 
· Barriers to effective selection   
· New methods of selection
4.3.9.1. SELF ASSESSMENT QUESTIONS
Part I: If you can answer the following questions, your study was fruitful
1. Identify the primary objective of employee selection 
_______________________________________________________________________________________________________________________________________
2. Explain the Factor that has bearing on employee selection
________________________________________________________________________________________________________________________________________
3. Distinguish the Employee selection process clearly and the different types of selection tests. ______________________________________________________________________________________________________________________________________
4. Define Interviewing of job applicant and the types of interviews
_________________________________________________________________________________________________________________________________________
5. What are the barriers of selection? _________________________________________________________________________________________________________________________________.
4.4. [bookmark: _Toc162278111][bookmark: _Toc162279459]EMPLOYEE ORIENTATION AND PLACEMENT
4.4.1. [bookmark: _Toc162278112][bookmark: _Toc162279460]Introduction
After applicant has been hired; he or she must be oriented and placed on the chosen job. This unit devoted to a detailed discussion on orientation and placement, in that order.
4.4.2. [bookmark: _Toc162278113][bookmark: _Toc162279461] The Meaning and Definitions of Orientation
Orientation, also called induction, is designed to provide a new employee with the information he or she needs to function comfortably and effectively in organization. Orientation is planned introduction of employees to their jobs, their co-workers and organization. 
Typically, orientation conveys three types of information. These are:
1. General information about the daily work routine 
2. Overview of the organization’s history, founding future objective, operation and products or service, as well as how the employee’s job contributions to organization needs.
3. A detailed presentation, perhaps, in broche of the organization’s policies, work rule and employees benefits.
4.4.3. [bookmark: _Toc162278114][bookmark: _Toc162279462] The Purpose of Orientation
The idea of orientation is to make new employees feel “at home” in the new environment. Orientation seeks to expose new employees to all areas of the organization. It is well known fact that employees feel anxious on entering an organization. They worry about how well they will perform on the new jobs. They fell inadequate when they compare themselves with the more experienced employees. Effective orientation provides information on the job environment and on supervisors, by introducing them to co-workers, and by encouraging them to ask questions.  
The easy with which employees adjust to a new job and work environment is   often a function of the expectations they bring to the job. Induction makes new hires become productive to the company quickly. Finally, a good orientation program will create a favorable impression of the organization and its work. Further, effectiveness of an orientation program can have a lasting effect on absenteeism and turnover.
In general orientation newly hired employee is conducted to:
· Acquaint the new employee with the company’s culture.
· Introduce the new employee to other workers and supervisors 
· Explain work policies, regulations, benefits etc.
· Explain how activities will be performed and what is expected from each workers 
· Reduce anxiety of new employees 
· Explain how activities will be performed and what expected form each workers.
4.4.4. [bookmark: _Toc162278115][bookmark: _Toc162279463] Orientation Program
A firm needs to make four strategic choices before designing its orientation program. They are:
I.  Formal or Informal Orientation
In informal orientation, new hires are directly put on jobs and they are expected adjusts themselves with the work and organization. In contrast, orientation can be formal too. In formal orientation, the management has structured program which is executed when new employees join the organization.
II.  Individual or Collective Orientation
The individual approach is likely to develop for less homogenous view than collective orientation. Individual orientation is more likely to preserve individual difference and perspectives. Orienting each person separately is an expensive and time consuming process. It also denies the new hire the opportunity of sharing anxieties with fellow appointees. Most large organizations tend to have the collective orientation approach. But small firms, which have fewer new appointees to socialize frequently, use the individual approach.
III. Serial or Disjunctive Orientation
Orientation becomes serial when an experienced employee inducts a new hire. The experienced employee acts as a tutor and model for the new hire. When new hires do not have predecessors available to guide them or to model their behavior, the orientation become disjunctive.
IV. Investiture or Divestiture Orientation  
The final strategic choice relates to the need for maintaining or dismantling of the new hire’s identity. Investiture orientation seeks to ratify the usefulness of the characteristics that the person brings to the new job. Most high-level appointments follow this approach, because a person is appointed as an executive on the basis of what he or she can bring to the orientation. The new hires are given freedom to select their office furnishing and subordinates and to make other decision that will reflect on their performance.
Divestiture orientation, on the other hand, seeks to make minor modifications in the characteristic of the new hire, albeit, he or she was selected based on his or her potential for performance.  This is done to seek a better fit between a new member and the organization. Divestiture strategies are followed for inducting new hires into military, professional football, place academies, fraternal groups, religious cults, and self-realization groups.  The premise behind divestiture strategies is to dismantle the old mindset of the new member so that instilling a new set of values or norms becomes easy.	
4.4.5. [bookmark: _Toc162278116][bookmark: _Toc162279464] Problems of Orientation
An orientation program can go wrong for a number of reasons. The HR department should try to avoid such errors. Some of them are:
1. Supervisor who is entrusted with the job is not trained or is too busy.
2. Employee is overwhelmed with too much information in a short time.
3. Employee is overloaded with forms to complete.
4. Employee is given only menial tasks that discourage job interest and company loyalty.
5. Employee is asked to perform tasks where there are high chances of failure that could needlessly discourage the employee.
6. Employee is pushed into the job with a sketchy orientation under the mistaken belief that’ trial by fire’ is the best orientation.
7. Employee is forced to fill in the gaps between a broad orientation by the HR department and a narrow orientation at the departmental level.
8. Employee is thrown into action too soon.
9. Employee’s mistakes can damage the company.
10. Employee may develop wrong perceptions because of short periods spent on each job.
4.4.6. [bookmark: _Toc162278117][bookmark: _Toc162279465]CHECK LIST 
Dear learners by know you have to clear understanding on the following points, if you are capable of describing put ‘√’make if you don’t ‘×’and take yourself back and revise.
· The Meaning and Definitions of Orientation
· The Purpose of Orientation
· Orientation Program 
· Problems of Orientation
[bookmark: _Toc162279466]CHAPTER FIVE
[bookmark: _Toc162279467]TRAINING AND DEVELOPMENT
At the end of this unit, students will be able to:
· Understand the nature and importance of training and development and
· Identify problems associate with training
· Identity advantages training and development
·  Identify the various inputs that should go into any training program.
	          Activity 
What is the difference between training, development and education? What are the methods of increasing the performance of your workers?


5.1. [bookmark: _Toc162278118][bookmark: _Toc162279468]  Introduction
Successful candidates placed on the jobs need training to perform their duties effectively. Workers must be trained to operate machines, reduce scrap and avoid accidents. It is not only the workers who need training. Supervisors, managers and executives also need to be developed in order to enable them to grow and acquire maturity of thought and action. Training and development constitute and ongoing process in any organization. This unit is devoted to a detailed discussion on the nature and process of training and development in a typical industrial establishment.1
5.2. [bookmark: _Toc162278119][bookmark: _Toc162279469] The Nature of Training and Development
In simple terms, training and development refer to the imparting of specific skills, abilities and knowledge to an employee. A formal definition of training and development is 
 It is any attempt to improve current or future employee performance by increasing an employee's ability to perform through learning, usually by changing the employee's attitude or increasing his or her skills and knowledge. The need for training and development is determined by the employee's performance deficiency, computed as follows:
Training and development need = Standard performance - Actual performance.
  We can make a distinction among training, education and development. Such distinction enables us to acquire a better perspective about the meaning of the terms. Training, as was stated earlier, refers to the process of impairing specific skills. Education, on the other hand, is confined to theoretical learning in classrooms. Table 7.1 draws distinction between training and education more clearly.
Table 5.1. Training and education differentiated
         Training                                          Education
          Application                                     Theoretical Orientation
          Job Experience                                Classroom Learning
          Specific Tasks                                 General Concepts
          Narrow Perspective                         Broad Perspective   
  Though training and education differ in nature and orientation, they are complementary. An employee for example, who undergoes training, is presumed to have had some formal education. Furthermore, no training program is complete without an element of education. In fact, the distinction between training and education is getting increasingly blurred now- a- days. As more and more employees are called up on to exercise judgment and to choose alternative solutions to the job problem, training programs seek to broaden and develop the individual through education. For instance, employees in well-paid jobs and/or employees in the service industry may be required to make independent decisions regarding their work and their relationships with clients. Hence, organizations must consider elements of both education and training while planning their training programs. 
Development refers to those learning opportunities designed to help employees grow. Development is not primary skills-oriented. Instead, it provides general knowledge and attitudes which will be helpful to employees in higher positions. Efforts towards development often depend on personal drive and ambition. Development activities, such as those supplied by management developmental programs, is generally voluntary.
  To bring the distinction among training, education and development into sharp focus, it may be stated the training is offered to operatives, whereas developmental programs are meant for employees in higher positions. Education however is common to all the employees, their grades notwithstanding.
5.3. [bookmark: _Toc162278120][bookmark: _Toc162279470]Objectives of training
	Training and development have many objectives which include:
a) To provide the knowledge, skills and abilities or attitudes for individuals to undertake their current job effectively
b) To help employees became capable of assuming responsibilities within organization 
c) To reduce waste and increase efficiency
d) To help employees to adapt to changing circumstance facing organization such as new technologies, new products and so on.
e) To minimize inputs use and maximize output
f) To relieve supervisors from close supervision and gets time for other duties. 
5.4. [bookmark: _Toc162278121][bookmark: _Toc162279471] Inputs in training and development
Any training and development program must contain inputs which enable the participants to gain skills, learn theoretical concepts and help acquire vision to look into the distant future. In addition to these, there is a need to impart ethical orientation, emphasize on attitudinal changes and stress upon decision-making and problem solving abilities.
Skills
Training, as was stated earlier, is imparting skills to employees. A worker needs skills to operate machines, and use other equipment with least damage and scrap. This is a basic skill without which the operator will not be able to function. There is also the need for motor skills. Motor skills (or psychomotor skills, as they are sometimes called) refer to performance of specific physical activities. Motor skills are needed for all employees from the janitor to the general manger. Employees, particularly supervisors and executives, need interpersonal skills popularly known as the people skills. Interpersonal skills are needed to understand one self and others better, and act accordingly. Examples of interpersonal skills include listening, persuading, and showing an understanding of other’ feelings.
Education 
The purpose of education is to teach theoretical concepts and develop a sense of reasoning and judgment. Any such program has university professors as resource persons to enlighten participants about theoretical knowledge of the topics proposed to be discussed. In fact, organizations depute or encourage employees to do courses on a part-time basis. Chief executive officers (CEOs) are known to attend refresher courses conducted by business schools. 
Development
Another component of a training and development program is development which is less skill-oriented but stresses on knowledge. Knowledge about business environment, management principles and techniques, human relations, specific industry analysis and the like is useful for better management of a company.
Ethics 
There is need for imparting greater ethical orientation to a training and development program. Unethical practices abound in marketing, finance and production functions in an organization. If the production, finance or marketing personnel indulge in unethical practices the fault rests on the HR manger. It is his/her duty to enlighten all the employees in the organization about the need for ethical behavior.
Attitudinal changes
Attitudes represent feelings and beliefs of individuals towards others. Attitudes affect motivation, satisfaction and job commitment. Negative attitudes need to be converted into positive attitudes. Changing negative attitudes is difficult because (i) employees refuse to change, (ii) they have prior commitments, and (iii) information needed to change attitudes may not be sufficient. 
Decisions making and problem solving skills
Decision making and problem-solving skills focus on methods and techniques for making organizational decisions and solving work-related problems. Learning related to decision-making and problem-solving skills seeks to improve trainees’ abilities to define and structure problems, collect and analyze information, generate alternative solutions and make an optimal decision among alternatives. Training of this type is typically provided to potential mangers, supervisors and professionals. 
5.5. [bookmark: _Toc162278122][bookmark: _Toc162279472] Importance of Training and Development
Training and development programs, as was pointed out earlier, help to remove performance deficiencies in employees. This is particularly true when --(I) the deficiency is caused by a lack of ability rather than a lack of motivation to perform, (ii) the individual(s) involved have the aptitude and motivation need to learn to do the job better, and (iii) supervisors and peers are supportive of the desired behaviors.
Training and development provides greater stability, flexibility, and capacity for growth in an organization. Employees become efficient after undergoing training. Efficient employees contribute to the growth of the organization. Growth renders stability to the workforce. Training makes the employees versatile in operations. All-rounder can be transferred to any job. Flexibility is therefore ensured. 
Accidents, scrap and damage to machinery and equipment can be avoided minimized through training. Even dissatisfaction, complaints, absenteeism, and turnover can be reduced if employees are trained well 
 Future needs of employees will be met through training and development programs. Organizations take fresh diploma holders or graduates as apprentices or management as trainees. They are absorbed after course completion. Training service is an effective source of recruitment. Training is an investment in HR with a promise of better returns in future.
5.6. [bookmark: _Toc162278123][bookmark: _Toc162279473]The Training and Development Process
The important steps in a typical training process are as follows: -
5.6.1. [bookmark: _Toc162278124][bookmark: _Toc162279474]Organizational Objectives and Strategies
The first step in the training process in an organization is the assessment of its objectives and strategies. At what level of quality do we wish to provide this product or service? 
Where do we want to be in the future? It is only after answering these and other related questions that the organization must assess the strengths and weaknesses of its human resources.
5.6.2. [bookmark: _Toc162278125][bookmark: _Toc162279475] Needs Assessment
Organizations spend vast sums of money (usually as a percentage on turnover) on training and development. Before committing such huge resources, organizations would do well to assess the training needs of their employees. For example, a needs assessment exercise might reveal that less costly interventions (e.g. selection, compensation package, job redesign) could be used in lieu of training.
Needs assessment occurs at two levels-group and individual. An individual obviously needs training when his or her performance falls short of standards due to lack of skill or any other problem. Conversely, faulty selection, poor job design, uninspiring supervision or some personal problem may also result in poor performance. Transfer, job redesign, improving quality of supervision, or discharge will solve the problem. 
5.7. [bookmark: _Toc162278126][bookmark: _Toc162279476]Training and Development Objectives
Once training needs are assessed, training and development goals must be established. Without clearly-set goal it is not possible to design a training and development program and, after it has been implemented, there will be no way of measuring its effectiveness. Goals must be tangible, verifiable, and measurable. This is easy where skills training are involved. For example, the successful trainee will be expected to type 55 words per minute with two or three errors per page. But behavioral objectives like attitudinal changes can be more difficult to state, nevertheless, clear behavioral standards of expected results are necessary so that the program can be effectively designed and results can be    evaluated.
5.8. [bookmark: _Toc162278127][bookmark: _Toc162279477]Designing Training and Development Program
Every training and development program must address certain vital issues-
(i) Who participates in the program?
      (ii) Who are you should? 
(iii) What methods and techniques are to be used for training?
(iv) What will be the level of training?
(v) What learning principles are needed?
(vi) Where is the program conducted? 
5.9. [bookmark: _Toc162278128][bookmark: _Toc162279478]Implementation of the Training program
Once the training program has been designed, it needs to be implemented. Implementation is harassed by certain problems. In the first place, most managers are action-oriented and frequently say that are too busy to engage in trainings efforts. Secondly, availability of trainers is a problem. Lack of communication skills and failure to set goals of the training, is another problem.
Scheduling training around the present work is another problem. How to schedule training without disrupting the regular work? There is also the problem of record keeping about the performance of a trainee during his or her training period. This information may be useful to evaluate the progress of the trainee in the company.
Program implementation involves action on the following lines:
1. Deciding the location and organizing training and other facilities
2. Scheduling the twinning program.
3. Conducting the program.
4. Monitoring the progress.
5.10. [bookmark: _Toc162278129][bookmark: _Toc162279479] Evaluation of the training and development program
The last stage in the training and development process is the evaluation of results. Since huge sums of money are spent on training and development: how far the program has been useful must be judged (determined). Evaluation helps determine the results of the trimming and development program. In practice, however, organizations either overlook or lack facilities for evaluation.

5.11. [bookmark: _Toc162278130][bookmark: _Toc162279480] Methods and Techniques of Training
 A multitude of methods of training are used to train employee. Training methods are categorized into two groups- (i) on-the-job and (off- the- job methods. 
1. Off-the- job training - is carried out or conducted outside the organization.
2. On-the-Job Training (OJT) - is conducted at the work site and in the context of the job.
Majority of industrial training is of the on-the-Job-training type. OJT Often, it is informal, as when an experienced worker shows a trainee how to perform the job tasks.
OJT has advantage. It is the most effective method as the trainee learns by experience, making him or her highly competent. Further, the method least expensive since no formal training is organized. The trainee is highly motivated to learn since he or she is aware of the fact that his or her success on the job depends on the training receive. Finally, the training is free from an artificial situation of a classroom. This contributes to the effectiveness of the program. 
     Among the training methods are:
Simulation: A simulator is any kind of equipment or technique that duplicates as nearly as possible the actual conditions encountered on the job. Situation then, is an attempt to create a realistic decision-making environment of the trainee. Simulations present like problem situations and decision alternatives to the trainee. For example, activities of an organization may be simulated and the trainee may be asked to make a decision in support to those activities. The results of those decisions are reported back to the trainee with an explanation of what would have happened; had they actually been made in the workplace. The trainee leans from this feedback and improves his/her subsequent simulation and workplace decisions. The more widely held simulation exercises are case sty, role playing and vestibule training. 
Case study: Is a written description of an actual situation in business which provokes, in the reader, the need to decide what is going on, what the situation really is or what the problems are, and what can and will be done. Taken from the actual experiences of organizations, these case represent attempt to describe, as accurately as possible, real problems that mangers have faced. You should study the cases to determine problems, analyze cause, develop alternative solutions, select the best one, and implement it. Case study can provide stimulating discussion among participants, as well as excellent opportunities for individuals to defend their analytical and judgment abilities. It appears to be an ideal method to promote decision-making abilities within the constraints of limited data. 
Role playing: This is generally focuses on emotional (mainly human relations) issues rather than actual ones. The essence of role playing is to create a realistic situation, as in case study, and then have you should assume the parts of specific personalities in the situation. For example, a male work may assume the role of a female supervisor, and the supervisor may assume the role of a male worker. Then, both may be given a typical work situation and asked to respond as they expect others to do. The consequence is a better understanding among individuals. Role playing helps promote interpersonal relations. Altitude change is another result of role playing. Case study and role playing are used in MDPs (Management Development Programs). 
Vestibule training: utilities equipment which closely resemble the actual ones used on the job. However, training takes place way from the work environment.  
A special area or a room is set aside from the main production area and is equipped with furnishings similar to those found in the actual production area. The trainee is then permitted to learn under simulated conditions, without disrupting ongoing operations. A primary advantage of vestibule training is that is relieves the employee from the pressure of having to produce while learning. The emphasis is on learning skills required by the job. Of course, the cost of duplicate facilities and a special trainer is and obvious disadvantage. 
Sensitivity training: Sensitivity training uses small numbers of you should, usually fewer than 12 in a group.  They meet with a passive trainer and gain insight into their own and others’ behavior. Meetings have no agenda, are held away from workplaces and questions deal with the ‘here and now’ of the group process. Discussion focus on ‘why participants behave as they do, how they perceive one another, and the feelings and emotions generated in the interaction process.
The objectives of sensitivity training are to provide the precipitant with increase awareness of their own behavior and how others perceive them- greater sensitivity to the behavior or others, and increased understanding of group process. Specific results sought include increased ability to empathize with others, improved listening skills, greater openness, increased tolerance of individual differences and increased conflict resolution skills. The drawback of this method is that once the training is over the percipients are themselves again and they resort to their old habits. 
Sensitivity training can go by a variety of names-laboratory training, encounter groups, or T-groups (training groups)
5.12. [bookmark: _Toc162278131][bookmark: _Toc162279481]Impediments to Effective Training 
There are many impediments which can make a training programmed infective. Following are the major hindrance. 
· Management commitment is lacking and uneven most companies do not spend money on training. 
· Aggregate spending on training is inadequate. Worse still, budget allocation to training is the first item to be cut when a company faces a financial crunch. 
· Educational institutions award degrees but graduates lack skills. 
· Large-scale poaching of trained workers trained workforce is in great demand. 
· No help to workers displaced because of downsizing organization. The government should set apart certain fund form the national renewal fund for the purpose of retraining and rehabilitating displaced workers.
5.13. [bookmark: _Toc162278132][bookmark: _Toc162279482]CHECK LIST 
Dear learners by know you have to clear understanding on the following points ,if you are capable of describing put ‘√’make if you don’t ‘×’and take yourself back and revise.
· The nature of training and development
· Objectives of training
· Inputs in training and development
· The training and development process
· Importance of training and development
5.13.1. [bookmark: _Toc162278133][bookmark: _Toc162279483]  SELF ASSESSMENT QUESTIONS
Part I: Answer the following questions.
1. What are the difference between Training, development and education?
_____________________________________________________________________________________________________________________________________________________________________________________________________________
2. State the importance of training and development
____________________________________________________________________________________________________________________________________.
3. What are those inputs to training and development?
______________________________________________________________________________________________________________________________________.
4. Clearly explain the processes of training and development in orderly manner
________________________________________________________________________________________________________________________________________.
5. Identify the objectives and significances of training and development
_______________________________________________________________________________________________________________________________________.
6. Bring out the different methods of training and development
_______________________________________________________________________________________________________________________________________.
7. What are the problems with training and development?
_________________________________________________________________________________________________________________________________________


























[bookmark: _Toc162278134][bookmark: _Toc162279484]CHAPTER SIX
[bookmark: _Toc162278135][bookmark: _Toc162279485]PERFORMANCE APPRAISALS
At the end of this unit, you should be able to:
· Understand the   nature of performance appraisal and compare and contrast with job evaluation.
· Delineate different stages in the appraisal process and describe each step
· Describe the problems  in the performance process

	          Activity	
Do you know how managers measure the performance of their subordinates? 


6.2. [bookmark: _Toc162278136][bookmark: _Toc162279486]Introduction 
An organization's goals can be achieved only when people put in their best efforts. How to ascertain whether an employee has shown his or her best performance on a given job? The answer is performance appraisal. Employee assessment is one of the fundamental jobs of HRM, but not an easy on though. This unit is devoted to a detailed discussion of the nature and process of conducting performance appraisal.  
6.3. [bookmark: _Toc162278137][bookmark: _Toc162279487] Meaning and Definition Performance Appraisal 
In simple terms, performance appraisal may be understood as the assessment of an individual's performance in a systematic way, the performance being measured again such factors as job knowledge, quality and quantity of output, initiative, leadership abilities, supervisor, dependability, co-operation, judgment, versatility, health, and the like. Assessment should not be confined to past performance alone. Potentials of the employee for future performance must also be assessed.
A formal definition of performance appraisal is that; it is the systematic evaluation of the individual with respect to his/ her performance on the job and his/ her potential for development.
6.4. [bookmark: _Toc162278138][bookmark: _Toc162279488]Objectives of Performance Appraisal
Data relating to performance assessment of employee are recorded, stored, and used for several purposes. The main purposes of employee assessment are:
1. To effect promotions based on competence and performance.
2. To confirm the services of probationary employees upon their completing the probationary period satisfactorily.
3.  To assess the training and development needs of employees.
4.  To decide upon a pay raise where (as in the unorganized sector) regular pay scales have not been fixed.
5. To let the employees know where they stand regarding their performance and to assist them with constructive criticism and guidance for the purpose of their development.
6. To improve communication.  Performance appraisal provides a format for dialogue between the superior and the subordinate, and improves understanding of personal goals and concerns. This can also have the effect of increasing the trust between the rater and the rate.
7. Finally, performance appraisal can be used to determine whether HR programs such as selection, training, and transfers have been effective or not.
Broadly, performance appraisal serves four purposes: - (i) development use (ii) administrative uses/ decision, (iii) organizational maintenance/objective, and documentation purpose. The following table outlines these and specific uses more clearly.                                                                                                                                                                                       
	General applications
	Specific purpose

	Developmental uses
	· Identification of individual needs
· Performance feedback
· Determining transfers and job assignments
· Identification of individual strengths and developmental needs

	Administrative uses/decisions
	· Salary
· Promotion retention or termination 
· Recognition of individual performance 
· Lay-offs
· Identification of poor performers

	Organizational maintained/objectives
	· HR planning
· Determining organization training needs
· Evaluation of organizational goal achievement
· Information for goal identification
· Evaluation of HR systems
· Reinforcement of organizational development needs

	Documentation 
	· Criteria for validation research
· Documentation for HR decisions
· Helping to meet legal requirements



6.5. [bookmark: _Toc162278139][bookmark: _Toc162279489] Performance Appraisal Process 
Figure 6.1 outlines the performance- appraisal process. Each step in the process is crucial and is arranged logically. The process shown in figure 6.1 is somewhat idealized. Many organizations make every effort to approximate the ideal process, resulting in first-rate appraisal systems. 
Step 1. Objectives of appraisal 
Objectives of appraisal, as stated above, include effecting promotions and transfers, assessing training needs, awarding pay increases, and the like. The emphasis in all these is to correct the problems.
           Step 2. Establish job expectations 
The second step in the appraisal process is to establish job expectations. This includes informing the employee what is expected of him or her on the job. Normally, a discussion is held with his or her superior to review the major duties contained in the job description. Individuals should not be expected to begin the job until they understand what is expected of them. 
Objectives of Performance appraisal
Establish job expectations
Designed Appraisal Program
Appraise
Performance
Performance
Interview
Use Appraisal Data for Appropriate Purposes 









Fig. 6.1 The performance appraisal process

Step 3. Design appraisal program
Designing an appraisal program poses several questions which need answers. They are, (i) formal versus informal appraisal; (ii) whose performance is to be assessed? (iii) Who are the raters? (iv) What problems are encountered? (v) How to solve the problems? (iv)What will be evaluated? (vii) When to evaluate? (viii) What methods of appraisal are to be used?
a. Formal versus informal appraisal: The first step in designing an appraisal program is to decide whether the appraisal will be formal or informal. Formal appraisal usually occurs at specified time periods- once or twice a year. Formal appraisals are most often required by the organization for the purpose of employee evaluation. Informal performance appraisal can occur whenever the supervisor feels the need for communication. 
b. Whose performance will be rated? To the question as to whose performance will be rated, the answer is obvious employees. When we say employees, is it individuals or teams? Specifically, the “ratee” may be defined as the individual, work group, division, or organization. It is also possible to define the “ratee” at multiple levels. For example, under some conditions, it may be desirable to appraise performance both at the work-group level for merit-pay increases and at the individual level to assess training needs. 
c. Who are raters? Raters can be immediate supervisors, specialists from the HR department, subordinate, peers, committees, clients, self-appraisal, or a combination of several. 
Problems of rating
Performance appraisals are subject to a wide variety of inaccuracies and biases referred to as 'rating errors'. The errors occur in the rater's observations, judgment, and information processing, and can seriously affect assessment results. The most common rating errors are leniency or severity, central tendency, halo effect, rater effect, primary and leniency effects, perceptual set, performance dimension behavior, spillover effect, and status effect. 
Solving rater's problems: The best way to overcome the problems is to provide training to the raters. 
· Leniency or severity: leniency or severity on the part of the rater makes the assessment subjective. Subjective assessment defeats the very purpose of performance appraisal.
· Central tendency: This occurs when employees are incorrectly rated near average or middle of the scale. The attitude of the rater is to play safe. This safe-playing attitude stems from certain doubts and anxieties which the raters have while assessing the ratees.
· Halo error: a halo error takes place when one aspect of an individual’s performance influences the evaluation of the entire performance of the individual, just as the assessment of the performance of a student in his or her examination being influenced by the opening paragraph of every answer. If the introductory paragraph is poorly written, the chances of scoring high marks in that answer are diminished, however good the subsequent portion of the essay may be.
	In an organization, a halo error occurs when an employee who works late constantly 	might be rated high on productivity and quality of output as well as on motivation. 	Similarly, an attractive or popular employee might be given a high overall rating. 	Rating 	employees separately on each of a number of performance measures and 	encouraging 	raters to guard against the halo effect are the two ways to reduce the 	halo effect.
· Rater effect: this includes favoritism, stereotyping, and hostility. Excessively high or low scores are given only to certain individuals or groups based on the rater’s attitude towards the rate, not on actual outcomes or behaviors. Sex, age, race and friendship biases are examples of this type of error.
· Primacy and leniency effects: the rater’s ratings are heavily influenced either by behavior exhibited by the rate during the early stages of the review period (primacy) or by outcomes, or behavior exhibited by the contract/sale just before the appraisal, the timing of the incident may inflate his or her standing, even though the overall performance of the sales-person may not have been encouraging. Likewise, a blunder committed just before the appraisal period may diminish chance of securing a favorable rating, even if the overall performance is good.
One way of girding against such an error is to ask rater to consider the composite performance of the rate and not to be influenced by one incident or one achievement. The rater must also be aware of the tendency on the part of the rates to improve odds in their favor or suppress weak points during the rating period.
· Perceptual set: this occurs when the rater’s assessment is influenced by previously held beliefs. If the supervisor, for example, has a belief that employees hailing from one particular region are intelligent and hardworking, his subsequent rating of an employee hailing from that region tends to be favorably high.
· Performance dimension order: two or more dimensions on a performance instrument follow or closely follow each other and both describe or rotate to a similar quality. The rater rates the first dimension accurately and then rates the second dimension similar to the first because of their proximity. If the dimensions had been arranged in a significantly different order, the ratings might have been different.
· Spillover effect: this refers to allowing past performance appraisal ratings to unjustifiably influence current rating. Past ratings, good or bad, result in similar rating for the current period although the demonstrated behavior does not deserve the rating, good or bad.
· Status effect: it refers to overrating of employees in higher-level job or jobs held in high esteem, and underrating employees in lower-level job or jobs held in low esteem.
	It is not the rater’s errors alone that are barriers to accurate and valid measurement of 	employee performance. Barriers lie deep within the genetic and acquired makeup of 	all people concerned with performance appraisal. A wide variety of emotional, 	psychological, intellectual and physical factors that, at the first glance, may appear to 	be separate and irrelevant may combine in any number of ways during the appraisal 	process to completely neutralize or nullify any program designed to measure 	employee performance.
d. What will be rated? One of the steps in designing an appraisal program is to determine the evaluation criteria. It is obvious that the criteria will be related to the job. The six criteria for assessing performance are.
i. Quality: the degree to which the process or result of carrying out an activity approaches perfection in terms of either conforming to some ideal way of performing the activity, or fulfilling the activity's interned purpose 
ii. Quantity: amount produced, expressed in monetary terms, number of units, or number of completed activity cycles. 
iii. Timeliness: the degree to which an activity is completed or a result produced, at the earliest time desirable from the standpoints of both co-coordinating with the outputs of other and of maximizing the time available for other activities.
iv. Cost effectiveness: the degree to which the use of the organization's resources (e.g. human, monetary, technological and materials) is maximized in the sense of getting the highest gain or reduction in loss from each unit or instance of use of a resource. 
v. Need for supervision: the degree to which a job performer can carry out a job function without either having to request supervisory assistance or requiring supervisory intervention to prevent an adverse outcome. 
vi. Interpersonal impact: the degree to which a performer promotes feeling of self-esteem, good will and co-operation among co-workers and subordinates. 
e. Timing of evaluation (When to evaluate): how often should an employee is assessed? The general trend is to evaluate once in three months, or six months, or once in a year. According to a survey conducted in 1997 by Arthur Anderson, 70 per cent of the organizations conduct performance appraisal once a year. Newly hired employees are rated more frequently than the older ones. Frequent assessment is better than phased evaluation. Feedback in the latter is delayed and the advantage of timely remedial measures by the employee is lost. Frequent evaluation gives constant feedback to the ratee, thus enabling him or her to improve performance if there is any deficiency. The performance of you should and probationers will be evaluated at the end of respective programs. 
f. Methods of appraisal: the last to be addressed in the process of designing an appraisal program is to determine methods(s) of evaluation. Numerous methods have been devised to measure the quantity and quality of employee's job performance. Each of the methods discussed could be effective for some purposes, for some organizations. None will be dismissed or accepted as appropriate except as they relate to the particular needs of the organization or of a particular type of employees. Broadly, all the approaches to appraisal can be classified into (i) past-oriented methods, and (ii) future-oriented methods. 
Step 4. Performance Interview 
Performance interview is another step in the appraisal process (Fig. 8.1) once appraisal has been made of employees, the raters should discuss and review the performance with the rates, so that they will receive feedback about where they stand in the eyes of superiors. 
Feedback is necessary to effect improvement in performance, especially when it is inadequate. Specifically, performance interview has three goals: (i) to change behavior of employees whose performance does not meet organizational requirement or their own personal behavior or employees whose performance does not meet organization requirements or their own personal goals, (ii) to maintain the behavior of employees who perform in an acceptable manner, and (iii) to recognize superior performance behaviors so that they will be continued.
Step 5. Use of appraisal data 
The final step in the evaluation process is the use of evaluation data. the data and information generated through performance evaluation must be sued by the HR department.
 Specifically, the data and information will be useful in the following areas of human resource management.
1. Remuneration administration
2. Validation of selection programs
3. Employee training and development programs
4. Promotion, transfer and lay-off decisions
5. Grievance and discipline programs
6. HR planning.
6.6. [bookmark: _Toc162278140][bookmark: _Toc162279490]Performance Appraisal methods 
1. Rating scales
This is the simplest and most popular technique for appraising employee performance. The typical eating scale system consists of several numerical scales, each representing a job- related performance criterion such as dependability, initiative, output attendance attitude, co-operation, and the like. Each scale ranges from excellent to poor. The rater checks the appropriate performance level on each criterion, and then computes the employee’s total numerical score. The number of points score may be linked to salary increases, where by many point equal a rise of some percentage. 
Rating scales offer the advantages of adaptability relatively easy use and low cost. Nearly beery types of job can be evaluated with the rating scale, the only requirement being that the job-performance criteria should be changed. This way a large number of employees can be evaluated in a short time, and the rater does not need any training to use the scale. 	
The disadvantage of this method is several. The rater’s biases are likely to influence evaluation, and the biases are particularly pronounced on subjective criteria such as co-operation, attitude and initiative. Furthermore, numerical scoring gives an illusion of precision that is really unfounded. 
2. Checklist 
Under this method a checklist of statements on the traits of employee and his job is prepared in two columns- viz., a ‘yes’ column and a ‘No’ if the answer is negative. A typical checklist is given table 10.3.after ticking off against each item; the rater forwards the list to the HR department where the actual assessment of the employee takes place. In other words, the rater only does the reporting, while actual evaluation is done by the HR department. The HR department assigns certain points to each ‘yes’ ticked. Depending on the number of ‘yes’ the total sore is arrived at. When points are allotted to the checklist, the technique becomes a weighed checklist. The disadvantages include susceptibility to rater’s biases (especially the halo effect,) use of personality criteria instead of performance criteria, misinterpretation of check item, and the use of improper weights by the HR department. Another disadvantage of this approach is does not allow the rated to give relative ratings. 
3. Forced choice method 
In this, the rater is given a series of statements about an employee. These statements are arranged in blocks of two or more, and the rater indicates which statement is most of least descriptive of the employee. Typical statements are: 
	1. Learns fast -----------------------------------   works hard
	2. Work is reliable ------------------   performance is a good example for 
	3. absents often -------------------------- others usually tardy. 
As in the checklist method, the rater the rater is simply expected to select the statement that describe the rate Actual assessment is done by the HR department. This approach is known as the force choice method because the rater if forced to select statements which are readymade. 
4. Forced distribution method 
One of the errors in rating is leniency – clustering a large number of employees around a high point on a rating scale. The forced distribution method seeks to overcome the problem by compelling the rater to distribute the rates on all points on the rating scale. 
The method operates under an assumption that the employee performance level conforms to normal statistical distribution. Generally, it is assumed that employee performance levels conforms a bell-shaped curve. For example the following distribution might be assumed to exist- excellent 10 per cent good 20 percent average 40 per cents, below average 20per cent, and unsatisfactory 10 per cent. Figure 8.6 illustrates the distribution. Unsatisfactory 
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Fig. 6.2 Forced distribution of a bell-shaped curve. 
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The major weakness of the forced distribution method lies in the assumption that employee performance levels always conform to Norma (or some other) distribution. In organization that have done a good job of selecting and relating only the good performers, the use of forced distribution approach would be unrealistic, as well as possibly destructive to the employee morale. 

The error of central tendency may also occur, as the rater resists form placing an employee in the lowest or in the highest group. Difficulties also arise for the rater to explain to rate why he or she been placed in a particular group. One merit of this approach is that it seeks to eliminate the error of leniency. However, the forced choice method is not acceptable to raters and rates, especially, I small groups or when group members are all of   high ability.
5. Critical incident method, 
The critical incidents method of employee assessment has generated a lot interest these days. The approach focuses on certain critical behaviors of an employee that make Lakethe difference between effete and non- effective performance of a job. Such incidents are recorded by the superiors as and when they occur. 
6. Essay method 
In the essay method, the rater must describe the employee within a number of broad categories, such (i) the rater’s overall impression of the employee’s performance (ii) the promote ability of the employee (iii) the jobs that the employee is now able or qualified to perform, (iv) the strengths and weaknesses of the employee, and (v) the training and the development assistance required by the employee. Although this method may be used independently, it is most frequently found in combination with other. It is extremely useful in filing information gaps about the employees that of then occurs in the better structured checklist method. 
The strength of the essay method depends on the writing skills and analytical ability of the rater. However, many raters do not have good writing skills. They become confused about when to say. How much they should state and the depth of the narrative. The essay method can consume much time because the rater must collect the information necessary to develop the essay and then he or she must writ it. The essay method also depends on the memory power of the rater. 
A problem with this method is that the raters may be rated on the quality of the appraisals that they give the quality standard for the apprise may be unduly influenced by appearance rather than content. Thus, a “high quality” appraisal may provide little useful information about the performance of the rate.
7. Cost accounting method 
This method evaluates performance form the monetary return the employee yields to his or her organization a relationship is established between the costs included keeping the employee and the benefit the organization derives for him or her. Performance of the employee is then evaluated based on the established relationship between the cost and the benefit. 
8. Management by objective 
It was Peter F. Drucker who first gave the concept of MBO to the world way back in 1954 when his “The Practice of Management” was first published. The MOB concept, as was conceived by ducker, reflects a management philosophy which values and utilities employee contribution. Application of MBO in the field of performance appraisal is a recent thinking. 
How MBO works can be described in four steps: 
The first step is to establish the goals each subordinate is to attain. In some organizations, superiors and subordinates work together to establish goals. In others, superiors establish goals for subordinates. The goals typically refer to the desired outcome to be achieved. These goals can then be used to evaluate employee performance. 
In the third step, the actual level of goal attainment is compared with the goals agreed upon. The evaluator explores reasons for the goals that were not met and for the goals that were exceeded.  This step helps determine possible training needs. It also alerts the superior to conditions in the organization that may affect a subordinate but over which the subordinate has no control.
The final step involves establish new goals and, possibly new strategies for goals not previously attained. At this point, subordinate and superior to conditions in the organization that may affect a subordinate but over which the subordinate has no control.
9. 360-degree feedback
 As stated earlier, where multiple relaters are involved   in evaluating performance, the technique is called 360-degree appraisal. The 360-degree techniques is understood as systematic collection of performance date on an individual or group, derive from a number of stakeholder- the stakeholders being the immediate supervisors, does the job customers, peers, and self. In fact, anyone who has useful information does the job may be one of the appraisers.
The 360-degree appraisal provides a broader perspective about an employee’s performance, in addition the technique facilitates grater self –development to compare his or her perceptions about self with perceptions of others. Besides, the 360-degree appraisal provides formalized communication links between an employee and his or her customers. It makes the employee feel much accountable to his or her internal or external customers. The technique is particularly helpful in assessing soft skill possessed by employees. By design, the 360-degree appraisal is effective in identifying and measuring interpersonal skills, customer satisfaction, and team –building skills.
However, there are drawbacks associated with the 360- degree feedback. Reviving feedback on performance from multiple sources can be intimidating. It is essential that the organization create a non-threatening environment by emphasizing the positive impact of the technique on an employee’s performance and development. Further, firms that use the technique take a long time on selecting the rater, designing questionnaires, and analyzing the data. In addition, multiple raters are les adept at providing a balance and objective feedback than the supervisors who are sought to be replaced raters can have enormous problems separating honest observation from personal difference and biases.
6.7. [bookmark: _Toc162278141][bookmark: _Toc162279491] Problems in Performance Appraisal
One serious challenge facing the performance appraisal system relates to assessment of self-managed teams, popularly called empowered teams. These self-managed teams create special challenges for performance appraisal empowered teams perform without supervisors. Another challenge is that both, individual and team performance, need to be measured. 
Other challenges of performance appraisal include: 
· Crate a culture of excellence that inspires every employee to improve and lend him or 	herself to be assessed
· Align organizational objectives to individual aspirations
· Clear growth paths for talented individuals
· Provide new challenges to rejuvenate careers that have reached the plateau stage 
· Forge a partnership with people for managing their careers 
· Empower employees to make decisions without the fear of failing
· Embed teamwork in all operational processes
De-bureaucratize the organization structure for ease of flow of information
6.8. [bookmark: _Toc162278142][bookmark: _Toc162279492]CHECK LIST 
Dear learners by know you have to clear understanding on the following points, if you are capable of describing put ‘√’make if you don’t ‘×’and take yourself back and revise.
· Problems in Performance Appraisal
· Performance Appraisal methods 
· Performance Appraisal Process 
· Objectives of Performance Appraisal
· Meaning and Definition Performance Appraisal 
6.8.1. [bookmark: _Toc162278143][bookmark: _Toc162279493] SELF-CHECK QUESTIONS
Answer the Following Questions from the Above Discussions
4. Define performance appraisal ___________________________________________________________________________________________________________________________________
5. What are the purposes of performance evaluation? _____________________________________________________________________________________________________________________________
6. Briefly bring out the processes of performance appraisal ________________________________________________________________________________________________________________________________________
7. Identify the performance appraisal methods. _________________________________________________________________________________________________________________________________________
8. In performance evaluation, what are the problems related with rating? _______________________________________________________________________________________________________________________________________
9. What are the problems related with performance evaluation? ______________________________________________________________________________________________________________________________________.

[bookmark: _Toc162279494]CHAPTER SEVEN
[bookmark: _Toc162279495]COMPENSATION
At the end of this unit students will be able to:
· Understand the purpose and meaning of compensation
· List out the Factors affecting compensation 
· Explain various employee benefits and services
· Understand direct and indirect benefit 
· Explain the job evaluation 

	         Activity 	
What does compensation mean to you? What rewards are there for employees who are doing for your organization?


   
7.1. [bookmark: _Toc162278144][bookmark: _Toc162279496]   Introduction
When most people hear the term compensation they think about "what a person is paid". Although this is true, it is only one aspect of a complex topic. Compensation includes not only salary, but also the direct and indirect rewards and benefits the employee is provided with in return for their contribution to the organization. 
To determine compensation, organizations should develop a compensation and rewards program. This type of program outlines an equitable process for compensating employees. A well-structured program with a good balance of wages, benefits and rewards will support an organization to remain competitive in today's labor market and ensure sustainability in the future. 
7.2. [bookmark: _Toc162278145][bookmark: _Toc162279497] Meaning of compensation 
Compensation is the total reward received by an employee in exchange for services performed for an organization. It can include both direct pay (salary and wages) and indirect pay (benefits programs). 
Employee compensation is a vital part of human resource management. Wages, salaries and other forms of employee compensation constitute a very large component of operating costs. “one of the biggest factors affecting industrial relations is the salary or wage-the compensation an employee receives for a fair day’s work”1.  Majority of union management disputes relate to remuneration. No organization can expect to attract and retain qualified and motivated employees unless it pays them fair compensation. Employee compensation. Therefore, influences vitally the growth and profitability of the company. For employees, pay is more than a means of satisfying their physical needs. It provides them a sense of recognition and determines their social status. Remuneration is directly or indirectly one of the mainsprings of motivation in our society. Wages and salaries have significant influence on our distribution of income, consumption, savings, employment and price
7.3. [bookmark: _Toc162278146][bookmark: _Toc162279498] Objectives of compensation
A sound compensation administration seeks to achieve the following objectives:
· To establish a fair and equitable remuneration: There should be internal and external equity in remuneration paid to employees. Internal equity means similar pay for similar work. In other words, wage differentials between jobs should be in proportion of differences in the worth of jobs. External equity implies pay for a job should be equal to pay for a similar job in other organization. Payments based on jobs requirements, employee per-in other organizations. Payments based on jobs requirements; employee performance and industry levels minimize favoritism and inequities in pay. 
· To attract competent personnel: A sound wage and salary administration helps to attract qualified and hardworking people by ensuring an adequate payment for all jobs. 
· To retain the present employees: By paying at competitive levels, the company can retain its personnel. It can minimize the incidence of quitting and increases employee loyalty. 
· To improve productivity: sound wage and salary administration helps to improve the motivation and morale or employees which in turn lead to higher productivity. 
· To control costs: Through sound wage and salary administration labor and administrative costs can be kept in line with the ability of the company to pay. It facilitates administration and control of pay roll. The company can systematically plan (payroll budgeting) and control labor costs. 
· To establish job sequences and lines of promotion wherever applicable. 
· To improve union management relations: Wages and salaries based on systematic analysis of jobs and prevailing pay levels are more acceptable to trade unions. Therefore, sound wage and salary administration simplifies collective bargaining and negotiations over pay. It reduces grievances arising out of wage inequities. 
· To improve public image of the company: Wage and salary program also seeks to project the image of a progressive employer and to comply with legal Requirements relating to wage and salaries
7.4. [bookmark: _Toc162278147][bookmark: _Toc162279499] Types of compensation 
There are two different types of compensation management: direct and indirect. Compensation is the combination of monetary and other benefits provided to an employee in return for their time and skill. The field of compensation management provides management with the ideal combination of the different remuneration types. The purpose of this type of program is to retain and motivate good employees. 
· Direct financial compensation consisting of pay received in the form of wages, salaries, bonuses and commissions provided at regular and consistent intervals
· Indirect financial compensation including all financial rewards that are not included in direct compensation and understood to form part of the social contract between the employer and employee such as benefits, leaves, retirement plans, education, and employee services
· Non-financial compensation referring to topics such as career development and advancement opportunities, opportunities for recognition, as well as work environment and conditions
While employees tend to focus on direct financial compensation when contemplating their rewards, according to the McKinsey Journal, for individuals who are relatively satisfied with their salary, it is the non-financial rewards that tend to be more effective in contributing to long-term employee engagement. 
Examples of Financial vs Non-Financial Compensation
[image: Examples of Financial vs Non-Financial Compensation]

7.4.1. [bookmark: _Toc162278148][bookmark: _Toc162279500] Direct compensation
Direct compensation refers to monetary benefits offered and provided to employees in return of the services they provide to the organization. The monetary benefits include basic salary, house rent allowance, conveyance, leave travel allowance, medical reimbursements, special allowances, bonus, Pf/Gratuity, etc. They are given at a regular interval at a definite time.
Direct compensation is typically comprised of salary payments and health benefits. The creation of salary ranges and pay scales for different positions within the company are the central responsibility of compensation management staff. The evaluation of the employee and employer portions of benefit costs is an important part of a compensation package
· Basic Salary
Salary is the amount received by the employee in lieu of the work done by him/her for a certain period say a day, a week, a month, etc. It is the money an employee receives from his/her employer by rendering his/her services	
· House Rent Allowance
Organizations either provide accommodations to its employees who are from different state or country or they provide house rent allowances to its employees. This is done to provide them social security and motivate them to work. 
· Conveyance
Organizations provide for cab facilities to their employees. Few organizations also provide vehicles and petrol allowances to their employees to motivate them. 
· Leave Travel Allowance 
These allowances are provided to retain the best talent in the organization. The employees are given allowances to visit any place they wish with their families. The allowances are scaled as per the position of employee in the organization. 
· Medical Reimbursement 
Organizations also look after the health conditions of their employees. The employees are provided with midi-claims for them and their family members. These midi-claims include health-insurances and treatment bills reimbursements. 
· Bonus
Bonus is paid to the employees during festive seasons to motivate them and provide them the social security. The bonus amount usually amounts to one month’s salary of the employee.
· Special Allowance 
Special allowance such as overtime, mobile allowances, meals, commissions, travel expenses, reduced interest loans; insurance, club memberships, etc are provided to employees to provide them social security and motivate them which improve the organizational productivity
7.4.2. [bookmark: _Toc162278149][bookmark: _Toc162279501]Indirect Compensation
Indirect compensation refers to non-monetary benefits offered and provided to employees in lieu of the services provided by them to the organization. They include Leave Policy, Overtime Policy, Car policy, Hospitalization, Insurance, Leave travel Assistance Limits, Retirement Benefits, Holiday Homes.
Indirect compensation focuses on the personal motivations of each person to work. Although salary is important, people are most productive in jobs where they share the company’s values and priorities. Common types of indirect compensation include free staff development courses, subsidized day care, opportunity for promotion or transfer within the company, public recognition, ability to effect change in the workplace and service to others.
· Leave Policy
it is the right of employee to get adequate number of leave while working with the organization. The organizations provide for paid leaves such as, casual leaves, medical leaves (sick leave), and maternity leaves, statutory pay, etc.
· Insurance
Organizations also provide for accidental insurance and life insurance for employees. This gives them the emotional security and they feel themselves valued in the organization.
· Retirement Benefits
Organizations provide for pension plans and other benefits for their employees which benefits them after they retire from the organization at the prescribed age.
· Holiday Homes
Organizations provide for holiday homes and guest house for their employees at different locations. These holiday homes are usually located in hill station and other most wanted holiday spots. 
· Flexible Timings: Organizations provide for flexible timings to the employees who cannot come to work during normal shifts due to their personal problems and valid reasons.
7.5. [bookmark: _Toc162278150][bookmark: _Toc162279502] Factors Influencing Employee Compensation 
A number of factors influence the compensation payable to employees. They can be external and internal factors
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7.5.1. [bookmark: _Toc162278151][bookmark: _Toc162279503] External Factors
Factors external to an organization are labor market, cost of living, labor unions, government legislation, the society, and the economy.
· Labor Market:  Demand for and supply of labor influence wage and salary fixation.  A low wage may be fixed when the supply of labor exceeds the demand for it.  A higher wage will have to be paid when the demand exceeds supply, as in the case of skilled labor.  A paradoxical situation is prevailing in our county-excessive unemployment is being juxtaposed with shortage of labor.  While unskilled labor is available in plenty, there is a shortage of technicians, computer specialists and professional managers.  High remuneration paying niggardly wages because it is available in plenty is unjustifiable.
Going rate of pay is another labor-related factor influencing employee remuneration.  Going rates are those that are paid by different units of an industry in a locality and by comparable units of the same industry located elsewhere.  This is the only way of fixing salary and wage in the initial stages of plant operations.  Subsequently, a comparison of going rates would be highly useful in resolving wage-related disputes.
Productivity of labor also influences wage fixation.   Productivity can arise due to increased effort of the worker, or as a result of the factors beyond the control of the worker such as improved technology, sophisticated machines and equipment, better management, and the like.  Greater effort of the worker is rewarded through piece-rate or other forms of incentive payments.  This form of productivity, due to individual effort, cannot form a criterion of general wage movements.
Productivity arising from advanced technology and more-efficient methods of production will influence wage fixation.  While productivity can be measured in terms of any one of the several factors such as capital equipment, materials, fuel and labor, what matters most is labor productivity.  It is the relationship between the input of labor measured in man-hours and the output of the entire economy, or of a particular industry or plant measured in terms of money or in physical terms.  It may be stated that productivity has only subordinate role in wage fixation.  It can, at best help determine fair wages.
· Cost of Living: Next in importance to labor market is the cost of living.  This criterion matters during periods of rising prices, and is forgotten when prices are stable or failing.  The justification for cost of living as a criterion for wage fixation is that the real wages of workers should not be allowed to be whittled down by price increases.  A rise in the cost of living is sought to be compensated by payment of dearness allowance, basic pay to remain undisturbed.  Many companies include an escalator clause in their wage agreements in terms of which dearness allowance increases or decreases depending upon the movement of consumer price index (CPI)
· Labor Unions:  The presence or absence of labor organization often determines the quantum of wages paid to employees.  Employers in non-unionized factories enjoy the freedom to fix wages and salaries as they please.  Because of large-scale unemployment, these employees hire workers as little or even less than legal minimum wages.  An individual non-unionized company may be willing to pay more to its employees if only to discourage them from forming one, but will buckle under the combined pressure from the other non-unionized organizations.  The employees of strongly unionized companies too, have no freedom in wage and salary fixation.  They are forced to yield to the pressure of labor representatives in determining and revising pay scales.
Society: Compensation paid to employees is reflected in the prices fixed by an organization for its goods and services.  For this reason, the consuming public is interested in compensation decisions.
· The Economy:  The last external factor that has its impact on wage and salary fixation is the state of the economy.  While it is possible for some organization to thrive in a recession, there is no question that the economy effects remuneration decisions.  For example, a depressed economy will probably increase the labor supply.  This, in turn, should serve to lower the going wage rate.
In most cases, the cost of living will rise in an expanding economy.  Since the cost of living is commonly used as a pay standard, the economy’s health exerts a major impact upon pay decisions.  Labor unions, the government, and the society are all less likely to press for pay increases in depressed economy.
7.5.2. [bookmark: _Toc162278152][bookmark: _Toc162279504]. The Internal Environment
Among the internal factors which have an impact on pay structure are the company’s strategy, job evaluation, performance appraisal, and the worker himself or herself.
· Business Strategy: The overall strategy which a company pursues should determine the remuneration to its employees.  Where the strategy of the enterprise is to achieve rapid growth, remuneration should be higher than what competitors pay.  Where the strategy is to maintain and protect current earnings, because of the declining fortunes of the company, remuneration level needs to be average below average.  For more on this see the next section of this chapter.
· Job Evaluation and Performance Appraisal: Job evaluation helps establish satisfactory wage differentials among jobs.  Performance appraisal helps award pay increases to employees who show improved performance (both job evaluation as well as performance appraisal were discussed in unit 8).
· The Employee:   Several employee-related factors interact to determine his or her remuneration.  These include performance, seniority, experience, potential, and even sheer luck. 
Performance is always rewarded with a pay increase.  Rewarding performance motivates the employee to do better.  Managements prefer performance to affect pay increases but unions view seniority as the most objective criterion for pay increases.  Experience makes an employee gain valuable insights and should therefore be rewarded.  Potential is useless if it is never realized.  Yet, organizations do pay some individuals based on their potential.  Young managers are paid more because of their potential to perform even if they are short of experience.  Some people have luck to be at the right place at the right time
7.6. [bookmark: _Toc162278153][bookmark: _Toc162279505] Importance of Human Resource Compensation
Compensation is a tool used by management for a variety of purposes to further the existence of the company. Compensation may be adjusted according the business needs, goals, and available resources.
7.6.1. [bookmark: _Toc162278154][bookmark: _Toc162279506] Advantages to Organization
A well-designed compensation and benefits plan helps to attract, motivate and retain talent in your firm (which is my Wear). A well-designed compensation & benefits plan will benefit your boutique in the following ways.
· Job satisfaction: Your employees would be happy with their jobs and would love to work for you if they get fair rewards in exchange of their services.
· Motivation: We all have different kinds of needs. Some of us want money so they work for the company which gives them higher pay. Some value achievement more than money, they would associate themselves with firms which offer greater chances of promotion, learning and development. A compensation plans that hits workers’ needs is more likely to motivate them to act in the desired way.
· Low Absenteeism: Why would anyone want to skip the day and watch not-so-favorite TV program at home, if they enjoy the office environment and are happy with their salaries and get what they need and want?
· Low Turnover: Would your employees want to work for any other boutique if you offer them fair rewards. Rewards which they thought they deserved?
· Evaluate jobs consistently and fairly. 
· Regularly measure the external market value for comparable jobs and adjust the salary structures accordingly.
· Create and support a system which will provide flexibility to managers in pay administration and to staff in career development.
7.6.2. [bookmark: _Toc162278155][bookmark: _Toc162279507]Advantage to Employees
· Peace of Mind: your offering of several types of insurances to your workers relieves them from certain fears. Your workers as a result now work with relaxed mind.
· Increases self-confidence: Every human being wants his/her efforts to get acknowledgment. Employees gain more and more confidence in them and in their abilities if they receive just rewards. As a result, their performance level shoots up.
· Source of income
7.7. [bookmark: _Toc162278156][bookmark: _Toc162279508]Factors Affecting Compensation
The main factors influencing compensation levels are as follows:
· Demand for and Supply of Labor: Wage or salary is the price for the services rendered by a worker. Forces of demand and supply of labor determine the going wage-rate. When there is no dearth of labor (as India) wages tend to below. On the other hand, executive salaries have increased in India after liberalization, due to rise in demand for professionally trained managers. 
· Ability to pay: An organization’s ability to pay its employees is an important determinant of wage level. Ability to pay depends upon the profit earning capacity of the enterprise. Multinational corporations pay relatively higher salaries due to their higher paying capacity. 
· Labor Unions: Well-organized trade unions exert pressure for higher wages and allowances. This pressure is exercised through collective bargaining, strike and other methods. Salary levels in commercial banks are relatively high due to higher bargaining power of bank unions. 
· Cost of Living: Due to inflation, the real wages decline affecting the purchasing power of workers. Therefore, dearness allowance is given according to changes in consumer price index. Labor agreements generally have a clause providing for automatic increase in pay as cost of living rises. 
· Prevailing Wage Rates: While fixing wages, prevailing wages in the particular industry/region are taken into account. This is necessary to retain and attract qualified workers. 
· Job Requirements: Basic wages depend largely on the difficulty level and physical and mental effort required in a particular job. The relative worth of a job can be estimated through job evaluation. 
· Productivity: There is an increasing trend towards linking wage increases to gains in productivity or performance of workers. In some concerns annual increment in wages is based on merit. While in other companies pay increases every year without any relation to the performance of a worker. 
· State Regulation: wage policy and laws of the Government exercise a significant influence on wage levels. 
Government has enacted laws to protect the interests of the working class. No organization can violate laws relating to minimum wages, payment of bonus. 

7.8. [bookmark: _Toc162278157][bookmark: _Toc162279509]Principles of Compensation Administration 
1. Difference in pay should be based on differences in job requirements. 
2. Wage and salary level should be in line with those prevailing in the job market. 
3. Follow the principle of equal pay for equal work. 
4. Recognize individual differences in ability and contributions 
5. The employees and the trade union should be informed about the procedure used to establish wage rates. 
6. The wages should be sufficient to ensure for the worker and his family reasonable standard of living. 
7. There should be a clearly established procedure for hearing and adjusting complaints concerning wages. 
8. The wage and salary structure should be flexible
9. Wages due to employees should be paid correctly and promptly. 
10. A wages committee should review and revise wages from time to time.
7.9. [bookmark: _Toc162278158][bookmark: _Toc162279510] Concept of Job Evaluation 
Job evaluation is an orderly and systematic technique of determining the relative worth of the various jobs within the organization so as to develop an equitable wage and salary structure. The British Institute of Management has defined job evaluation as “the process of analysis and assessment of jobs to ascertain reliably their relative worth using the assessment as the basis for a balanced wage structure”. 
Job evaluation needs to be differentiated from job analysis and merit rating. Job analysis is the process of collecting information relating to a job in terms ofduties, working conditions, supervision, etc. it provides the information for evaluating a job. 
Therefore, job evaluation is something more than job analysis. Job evaluation begins with job analysis and ends up with the classification of jobs according to their worth. A job cannot be evaluated unless and until it is analyzed. 
Job evaluation also differs from performance appraisal. Performance appraisal is the process of assessing the worth of a job holder whereas job evaluation involves assessment of the worth of a job. The purpose of job evaluation is to determine basis wage rates for different jobs whereas the aim of performance appraisal is to determine incentives, and rewards for superior performance. 

7.9.1. [bookmark: _Toc162278159][bookmark: _Toc162279511]Objectives of Job Evaluation  
· To determine equitable wage differentials between different jobs in the organization 
· To eliminate wage inequities 
· To develop a consistent wage policy 
· To establish a rational basis for incentive and bonus schemes 
· To provide a framework for periodic review and revision of wage rates 
· To provide a basis for wage negotiations with trade unions 
· To minimize wage discrimination on the basis of age, sex, ,  and region, etc 
· To enable management to gauge and control the payroll costs
7.9.2. [bookmark: _Toc162278160][bookmark: _Toc162279512]Process of Job Evaluation 
The process of job evaluation involves the following steps:
1. Gaining Acceptance: First of all, the cooperation and support of top management, employees and the trade union should be obtained through communication and participation. For these purpose conferences, letters and booklets can be used explaining the aims and benefits of job evaluation. 
2. Constituting Job Evaluation committee: It is very difficult for a single person to evaluate all jobs objectively. Therefore, a committee consisting of experienced and respected representatives of management and workers and outside experts should be constituted. Participation of employees in job evaluation will reduce their doubts and suspicion about the programme. 
3. Selecting Jobs to be evaluated: Due to constraints of time and money it may not be possible to evaluate each and every job. Therefore, some key jobs may be selected in each department. The key jobs are evaluated in detail and the other jobs are compared with the key jobs 
4. Selecting The Method of Evaluation: There are several methods available for evaluating jobs. The method most appropriate to the job and the organization is chosen. If possible more than one method may be used to increase the accuracy of evaluation. 
5. weighting Job Factors: A job is compared with other jobs in terms of significant factors which may be as follows: 
a. Skill-mental and manual 
b. Experience 
c. Efforts and initiative 
d. Working conditions 
e. Responsibilities to be undertaken 
f. Supervision required weights are assigned to each job factor and total weights for a job indicate its relative value. Different jobs are arranged in a sequence in terms of their relative worth to the company. 
6. Assigning Money Values: Each job is priced in terms of its worth. In other words, the sequence of jobs in terms of their relative worth is related to a money scale. 
7. Periodic Review: A periodic review and revision of job descriptions will help to assuage the feelings of employees who believe that their work was not properly evaluated. Moreover, it will enable management to update job description in the light of technological and other changes. For example, automation of a job reduces physical effort, but increases responsibility. 
7.9.3. [bookmark: _Toc162278161][bookmark: _Toc162279513]Advantage of Job Evaluation 
Job evaluation is the corner-stone of wage and salary administration. Its main uses are as follows: 
· Job evaluation is a logical and objective technique of ranking jobs and thereby removing wage inequities. It is helpful in developing an equitable, rational and consistent wage and salary structure. 
· It helps to improve industrial relation by reducing employee doubts and grievances arising out of wages. It increases employee satisfaction on wage differentials. 
· It helps in fitting new jobs at their appropriate places in the existing wage structure 
· It provides a clear and objective basis for wage negotiations and collective bargaining 
· It simplifies wage administration by making wage rates more uniform 
· If facilitates job redesign by re-allocating the easy and difficult tasks equally among different jobs 
· It reveals jobs which require less or more skilled workers than those already performing these jobs. In this way job evaluation facilitates better utilization of the workforce.
· Due to increasing mechanization and automation, performance depends in many cases more on the machine than on the worker. In such cases, it is unrealistic to pay workers on the basis of their output. Job evaluation is realistic basis of wage fixation in these cases. 
· Job evaluation invariably involves detailed analysis of a job. Data generated in job evaluation is very useful in selection, placement and training or employees. 
7.9.4. [bookmark: _Toc162278162][bookmark: _Toc162279514] Methods of Job Evaluation 
Various methods of job evaluation may be grouped as under  
1. Non-quantitative methods 
· Ranking or Job comparison: simplest method Job to job comparison used to rank jobs in order from highest to lowest.
· Grading or job classification: Groups’ similar positions into job classes based on pre-defined class specifications.
2. Quantitative Methods 
· Point Rating: (most widely used) Job descriptions are compared to compensable factors (defined factors and degrees). Points are assigned to the various factors that derive a total score and determine the appropriate pay level.
· Factor Comparison: Benchmark positions are identified and ranked based on compensable factors. The factors are assigned monetary values based on market rates. Pay for benchmark positions are determined based on the total monetary value of the factors. Other jobs in the organization are compared to the benchmark positions and the monetary values of the factors are summed to determine the pay for each job.
The intent for each of the job evaluation methods is the same. In choosing an approach to job evaluation, organizations need to consider the costs associated with each method, the ability of the organization to access all the information required for the method, and the value derived from a simple versus a complex system.
It may be prudent to involve a job evaluation specialist in helping to determine the most appropriate method for your organization.
For some organizations the ranking is based on hierarchical responsibilities or a point factor system, and for others the ranking is directly linked to market–based pay. Based in this analysis, a compensation matrix or comparative chart can be developed to track comparatives. With either approach, the goal is to identify what is required to ensure satisfactory performance and/or progression. Therefore, the same criteria should be used when hiring a new employee, during the establishment of goals and expectations, in recognizing achievement, or in promotion of an employee. Even if the factors used to differentiate between levels are based on academic or technical requirements, the importance is on actually achieving the target or receiving the credentials. 
Whether your philosophy is to compare to other roles within your organization or against the broader sector/market, clearly established criteria allows for fair and consistent evaluation and compensation.
7.10. [bookmark: _Toc162278163][bookmark: _Toc162279515] Check list 
Dear learners by know you have to clear understanding on the following points, if you are capable of describing put ‘√’make if you don’t ‘×’and take yourself back and revise.
· Definition of compensation 
· Types of compensation 
· Factors affecting compensation 
· Definition of job evaluation 
· Methods of job evaluation
[bookmark: _Toc162278164][bookmark: _Toc162279516]7.10.1.      SELF ASSESSMENT QUESTIONS 
1. What do you understand by employee compensation?
______________________________________________________________________________________________________.
2. Outline the external as well as internal environments of employee compensation.
__________________________________________________________________________________________.
3. Define job evaluation.
_____________________________________________________________________________________________________________________________________________________.
4. List and explain job evaluation methods.
_______________________________________________________________________________________________.




















[bookmark: _Toc162278165][bookmark: _Toc162279517]CHAPTER EIGHT
[bookmark: _Toc162278166][bookmark: _Toc162279518]MAINTENANCE AND INTEGRATION
At the end of this unit students will be able to:
· Understand the concept of Collective bargaining and Grievance handling
· Explain the concept of employee discipline
· The trainees should be able to understand the meaning labor relations
· Explain nature and importance of peaceful industrial relations
	            Activity
What is the meaning of maintenance and integration? What is collective bargaining and grievance handling?


8.1. [bookmark: _Toc162278167][bookmark: _Toc162279519]Introduction
Good relations between the employer and employees are essential for the success of industry. In order to maintain good industrial relations, it is necessary that industrial disputes are settled quickly and amicably. One of the efficient means of resolving industrial disputes and deciding the employment conditions is collective bargaining.
8.2. [bookmark: _Toc162278168][bookmark: _Toc162279520] What is Employee Discipline?
Disciple means orderliness, obedience and maintenance of proper subordination among employees and a check or restraint on the liberty of individual. It is at once a training that corrects molds and strengthens the individual behavior. It is also a force which prompts an individual or group to observe certain rules, regulation and procedures that are considered to be necessary for the attainment of an objective.
Discipline implies a state of order in an organization. It means proper appreciation of the hierarchical superior-subordinate-relationship. It is, in other words, adherence to established norms and regulation. It corrects improper conduct and thus acts as a force leading to the observance of rules and regulations. It is, you may say, essentially an attitude of the mind, a product of culture and environment.



8.2.1. [bookmark: _Toc162278169][bookmark: _Toc162279521] Objectives of Discipline
· To gain willing acceptance of the rules, regulations, standards and procedures of the organizations from employees.
· To develop the feeling of cooperation among employees.
· To maintain good Industrial relations in the organization
· To promote Morale and efficiency among the employees.
· To develop a sense of tolerance and respect for human dignity
8.2.2. [bookmark: _Toc162278170][bookmark: _Toc162279522]Types of Discipline
Discipline is broadly of two types- Positive and Negative
Positive Discipline: It implies a sense of duty to observe the rules and regulations. It is also called self-discipline. It involves creation of atmosphere in the organization whereby employees willingly conform to the established rules and regulations. Positive discipline can be achieved through rewards and effective leadership.
Negative discipline: It is also known as corrective or punitive discipline. Under it penalties or punishment are used to force workers to obey rules and regulations. Negative discipline action involves such techniques as fine, reprimand, demotion, layoff, transfer etc.
8.2.3. [bookmark: _Toc162278171][bookmark: _Toc162279523] Indiscipline
Indiscipline refers to the absence of discipline. Indiscipline, therefore, means non-conformity to formal and informal rules and regulations. We cannot afford indiscipline as it will affect the morale, involvement and motivation of subornments in the organization. Indiscipline often leads to chaos, confusion, and reduces the efficiency of the organization. It often leads to strikes, go-slows, and absenteeism, resulting in loss of production, profits and wages.
8.2.3.1.  Factors Leading to Indiscipline
Various socio-economic and cultural factors play a role in creating discipline in an organization. We wonder if you realize the fact that often indiscipline may arise because of poor management on your part. Insensitive and thoughtless words and deeds form a manager are potent reasons for subordinates to resort to acts of indiscipline. Defective communication by the superiors and ineffective leadership devoid of tactful human relations approach can cause indiscipline among subordinates. Indiscipline by your subordinate may be an outcome of your non-response to his grievance.
Your subordinates may indulge in acts of indiscipline because of unfair practices on your part, lime the wage differentials, unreasonable declaration of payment of bonus or non-payment of low wages is perhaps another reason for indiscipline. When the worker is paid low wages and in addition you demand more and more work from him, he becomes dissatisfied, dishonest and insubordinate. Poverty, frustration and indebtedness, generally overshadow his mind which makes him agitated and indiscipline. His mind and thought are more towards destruction than constructive discipline.
Low payment of wages also creates lack of motivation in your subordinates. After all, each individual needs responses, security, recognition and new experience. A workman joins your organization and agrees to give a certain amount of work and loyalty, fair human treatment and other kinds of support from you. If he does not get what he expected, he starts getting dissatisfied. He gradually begins to express his grievance by way of absenting himself, coming late to the office, inefficiency and insubordination.
Defective communication between you and your subordinate also leads to conflict of various kinds. Very often your subordinates get no opportunity to express their feelings and sentiment. Unless you adopt a humane and understanding approach there is more likelihood that your subordinate may take recourse to indiscipline.
In brief the causes of Indiscipline are as follows:
· Ineffective leadership.
· Lack of a well-defined code of conduct to guide behavior on both sides.
· Faulty supervision.
· Divide and rule policy of management.
· Bias or favoritism in disciplinary actions-Unfair practices.
· Lack of timely redresses of employee grievances.
· Lack of promotional opportunities causing a feeling of stagnation.
· Defective communication system.
· Victimization and excessive work measures.
· Uninteresting work.
· Low wages and poor working conditions.
8.2.3.2.  Forms of Indiscipline
Absenteeism, insubordination, violation of plant rules, gambling, incompetence, damage to machine and property, strikes, dishonestly and other forms of disloyalty teed to industrial indiscipline. These are all forms of misconduct against the management. If an act of an employee is prejudicial or likely to be prejudicial to the interests of the employer or to his reputation, it is misconduct.
The act of an employee can become misconduct in the following cases:
· Where the act of a workman is inconsistent with the peaceful discharge of his duty towards his employer;
· Where the act of the employee makes it unsafe for the employer to retain him in service;
· Where the act of the employee is to grossly immoral that all reasonable men would not trust that employee;
· Where the conduct of the employee is such as to open before him ways for not discharging his duties properly;
· Where the conduct of the employee is such that the employer cannot rely on his faithfulness;
· Where the conduct of the employee is insulting and insubordinate to such a degree as to be uncomfortable with the continuance of a superior-subordinate relationship;
· Where the workman is abusive or the disturbs the peace at the place of his employment; and
· Where the employee is habitually negligent in respect of the duties for which he is engaged.
8.2.4. [bookmark: _Toc162278172][bookmark: _Toc162279524] Disciplinary Action
For every misconduct and act of indiscipline, you as a manager will have to take a disciplinary action gains the concerned worker. However, there is no hard and fast rule to deal with indiscipline.
To institute the discipline, you must ensure that you use your authority and powers in a manner that is easily acceptable to your subordinates. To establish this kind of positive discipline among your subordinates you must ensure that:
· Rules and regulation are reasonable, legitimate and clear;
· subordinates are involved in farming rules and regulations so that they willingly accept them;
· prior and clear notice is given of the consequences of breaking rules;
· there is consistency and uniformity of punishment;
· human personality is treated with dignity; and
· You as a manager should set high standards.
In addition, you can check indiscipline through counseling and educating your subordinates. Strategies like job enrichment to increase commitment among your subordinates, effective and efficient grievance handling procedures, opportunities for development of subordinate’s potential are strategies that you may adopt to prevent indiscipline in your organization.
In order to maintain the motivation and morale of your subordinates, it is necessary that you adopt a formal system for dealing with indiscipline. The formal system often calls for a judicial approach. 
8.3. [bookmark: _Toc162278173][bookmark: _Toc162279525]Labor Relations	
8.3.3. [bookmark: _Toc162278174][bookmark: _Toc162279526] Concept of Industrial Relations
[bookmark: 0.1_graphicB8]Industrial relations mean the relationships between employers and employees in industrial organizations. According to Dale Yoder, the term industrial relations refers to the whole field of relationships among people, human relationships that exist because of the necessary collaboration of men and women in the employment process of modern industry.
8.3.4. [bookmark: _Toc162278175][bookmark: _Toc162279527] Parties to Industrial relations
The scope of industrial relations is quite wide. The main issues involved here are:
· Grievance and them
· Worker’s participation in management
· Ethical code and discipline
· Collective bargaining
· Standing orders
· Machinery for the settlement of industrial disputes.
8.3.5. [bookmark: _Toc162278176][bookmark: _Toc162279528]Objectives of Industrial Relations
The main objective industrial relations are as follows:
· To develop and maintain harmonious relations between management and labor so essential for higher productivity of labor and industrial progress in the country.
· To safeguard the interests of labor as well as management by securing the highest level of mutual understanding and good will between all sections in industry.
· To establish and maintain industrial democracy based on the participation of labor in the management and gains of industry, so that the personality of every individual is fully recognized and developed.
· to avoid all forms of industrial conflict so as to ensure industrial peace by providing better working and living standards to workers.
· To raise productivity in an era of full employment by reducing the tendency of higher labor turnover and absenteeism.
· To bring about Government control over such industrial units which are running at loses for protecting employment or where production needs to be regulated in public interest.
· To ensure a healthy and balanced social order through recognition of human rights in industry and adaptation of complex social relationships to the advancements in technology.
Thus, the maintenance of good human relationships is the main aim of industrial relations because in the absence of such relationships the whole edifice of industry may collapse.
8.3.6. [bookmark: _Toc162278177][bookmark: _Toc162279529]Causes of poor Industrial Relations
Industrial relations scene is not satisfactory and it is visible from frequent strikes, hereof, lockout and other forms of industrial disputes. Several economic, social, psychological, technological and political factors are responsible for poor industrial relations:
A. Economic Causes: Poor wages and poor working conditions are the main reason for unhealthy relations among management and labor. Unauthorized deductions from wages, lack of fringe benefits, absence of promotional opportunities, dis-satisfaction with job evaluation and performance appraisal methods, faulty incentive schemes are other economic causes. When employers deny equitable and fair remuneration and good working and living conditions to the working class, trade unions agitate and industrial peace is disturbed.
Inadequate infrastructural facilities, worn-out plant and machinery, poor layout, unsatisfactory maintenance and other physical and technical causes also contribute to industrial conflict.
B. Organizational Causes: Faulty communication system, dilution of supervision and command, non-recognition of trade unions, unfair practices, violation of collective agreements and standing orders and labor laws are the organizational causes of poor relations in industry.
C. Social Causes: Uninteresting nature of work is the main social cause. Factory system and specialization have made worker a subordinate to the machine. Worker has lost sense of pride and satisfaction in the job. Tensions and conflicts in society, break up of joint family system, growing intolerance have also led to poor industrial relations. Dissatisfaction with job and personal life cultivates into industrial conflicts.
D. Psychological Causes: Lack of job security poor organizational culture, non-recognition of merit and performance, authoritative administration and poor interpersonal relations are the psychological reason for unsatisfactory employer-employee relations.
Poor industrial relations are harmful for all. Industrial conflicts reduce productivity of labor. Quantity and quality of work suffer and costs rise. Industrial discipline breaks down and labor turnover and absenteeism increase. Working class suffers due to industrial decline. They find it very difficult to get improved wages and working conditions. Many of them loose jobs and promotions. They get frustrated and demoralized. Employers face resistance to changes in technology and organizational structure. Industry, economy and society are interdependent. Therefore, industrial strife has multiplier effect on the economy and society. Social tensions and law and order problems, drinking and gambling and other social evils tend to rise in an atmosphere of poor industrial relations.
8.3.7. [bookmark: _Toc162278178][bookmark: _Toc162279530] Suggestions to Improve Industrial Relations
The fundamental principle or requirements for sound industrial relations are given below:
1. Sound Personnel Policies: Policies and procedures concerning the compensation, transfer, promotion, etc. of employees should be fair and transparent. All policies and rules relating to industrial relations should be clear to everybody in the enterprise and to the union leaders. Top management must support them and set an example for other managers. Practices and procedures hold be developed to put personnel policies into practice. Sound policies and rules are of little help unless they are executed objectively and equitably.
2. Constructive Attitudes: Both management and trade unions should adopt positive attitudes towards each other. Management must recognize union as the spokesmen of worker’s grievances and as custodians of their interests. The employer should accept workers as equal partners in a joint endeavor. Unions and workers, on their part, must recognize and accept the rights of employers.
3. Collective Bargaining: Employers’ organizations as well as trade unions should be able and willing to deal with mutual problems freely and responsibly. Both should accept collective bargaining as the cornerstone of good industrial relations.
A genuine desire on the part of employers to bargain should assist the two sides in public interest.
Problem centered negotiations rather than a legalistic approach is desired. Widespread union management consultations and information sharing are helpful.
4. Participative Management: Employers should associate workers and unions in the formulation and implementation of personnel policies and practices. Management should convince workers of the integrity and sincerity of the company. Management should not interfere in the internal affairs of the unions. Instead of trying to win workers’ loyalty away from unions, management should encourage right type of union leadership. A strong union is an asset to the employer.
5. Responsible Unions: Unions should adopt a responsible rather than political approach to industrial relations. Union should accept private ownership and operations of industry. They must recognize that the welfare of workers depends on the successful operation of industry. A strong, democratic and responsible union alone can ensure that workers honor the agreement with their employer.
6. Employee Welfare: Employers should recognize the need for the welfare of workers. They must ensure reasonable wages, satisfactory working conditions, opportunities for training and development, and other necessary facilitates for labor. A genuine concern for the welfare and betterment of working class in necessary.
Grievance Procedure: A well-established and properly administered system for the timely and satisfactory redressed of employees’ grievances can be very helpful in improving industrial relations. It provides an outlet for tensions and frustrations of workers. Similarly, a suggestion scheme will help to satisfy the creative urge of workers. A code of discipline if properly adhered to by both the parties will help to avoid unilateral and violent actions on either side
8.4. [bookmark: _Toc162278179][bookmark: _Toc162279531]Collective Bargaining
8.4.1. Meaning of Collective Bargaining
Collective bargaining is a process in which the representatives of the employer and of the employees meet and attempt to negotiate a contract governing the employer-employee union relationship. According to Jucious, “collective bargaining refers to a process by which employers on the one hand and representatives of employees on the other, attempt to arrive at agreements covering the conditions under which employees will contribute and be compensated for their services.”1
Collective bargaining involves discussion and negotiation between two groups as to the terms and conditions of employment. It is called “collective” be causes both the employer and the employee act as a group rather than as individuals.
It is known as “bargaining” because the method of reaching an agreement involves proposals and counter proposals, offers and counter offers. Collective bargaining is a rational process in which appeals to facts and to logic, reconciles conflicting interests in the light of common interests of both parties. It is a bipartite and dynamic process.

8.4.2. [bookmark: _Toc162278180][bookmark: _Toc162279532]Objectives of Collective Bargaining
The main objectives of collective bargaining are as follows:
· To maintain cordial relations between the employer and the employees.
· To protect the interests of workers through collective action and by preventing unilateral action on the part of the employer. All employees are treated on equal footings.
· To ensure the participation of trade unions in industry.
· To avoid the need for Government intervention as collective bargaining is a voluntary process.
· To promote industrial democracy.
8.4.3. [bookmark: _Toc162278181][bookmark: _Toc162279533]Importance of Collective Bargaining
Collective bargaining offers the following advantages:
· It is a pragmatic and democratize method of regulating the terms and conditions of employment. The parties directly concerned with employment (employers and workers) who best know the problems participate in collective bargaining. It is a voluntary process without any their party intervention.
· Collective bargaining results in better understanding between employers and employees. The employer gains a better insight into the problems and aspirations of workers. Similarly, workers become better aware of the economic and technical problems of industry.
· Collective bargaining provides a flexible means of adjusting wages and conditions of employment to changes in economic, social, technological and political environment. Both the parties can meet whenever necessary and can adapt the terms and conditions of their agreement to the changing environment.
· Collective bargaining helps in establishing a code that defines the rights and obligations of each party. Basic standards are fixed and management cannot take arbitrary actions to exploit workers.
· Collective bargaining facilitates better implementation of decisions due to the direct involvement of both the parties. Parties know that the decisions are their own and nobody has imposed them.
8.4.4. [bookmark: _Toc162278182][bookmark: _Toc162279534]Conditions Essential for Successful Collective Bargaining
In order to make collective bargaining effective the following conditions must be satisfied:
1. A Favorable Political Climate: The Government and the public opinion must be convinced that collective bargaining is the best method of regulating employment conditions. The Government should remove all legislative restrictions which hamper collective bargaining. It can also confer a right to bargain collectively, lay down the form and content of collective agreement, register these agreements and assist in their enforcement.
2. Freedom of Association: Collective bargaining is not possible if employees are not free to form trade unions as they please. A strong and representative trade union is required to bargain with the employer on equal employers to interfere with the right of workers to form their unions. Trade unions must be stable and strong enough to honor the collective bargaining agreement. The union should be have enough members to justify in unions.
3. Recognition of Unions: Employers should be required by law to give recognition to representative trade unions. It is in the interest of an employer to recognize a strong union to avoid strikes and to safeguard against undercutting labour standards.
4. Willingness to Give and Take: Both employers and union leaders should bargain in a spirit of compromise and reciprocity. If the either party adopts and adamant attitude, bargaining will not be possible. Willingness to give and take does not mean that concessions made by one side must be marked by equal concessions by the other side. One party may win concessions over the other depending upon their relative strength. But exaggerated demands must be toned down to reach an agreement.
5. Fair Labor Practices: Both the employer and the trade union should avoid unfair labor practices. Collective bargaining is possible only in an atmosphere of mutual recognition and respect. Management must recognize and accept the workers’ right or organize and fight for justice. Similarly, workers and their union must recognize and accept the employer’s right to manage. In the absence of such recognition, collective bargaining is a mere trial of strength.
6. Problem Solving Attitude: The negotiating teams on both the sides must adopt a problem solving rather than a fighting approach. The teams should consist of persons with an analytical mind, objective outlook and cool temper. They must also have an intimate knowledge of operations, working conditions and other relevant factors. They must have full authority to speak and take decisions on behalf of their sides.
7. Continuous Dialogue: A dead and must be avoided and the talk should continue. At times it may be necessary to leave highly controversial issues for the time being and narrow down the field of disagreement on other matters. As long as talks continue, agreement can be possible.
8. Availability of Data: The employer must ensure that all the required records are readily available. Facts and figures concerning rates of pay, fringe benefits, manpower forecast, technological changes, etc., provide a rational basis for negotiations. But unless the trade union believes in the data and accepts the same, collective bargaining process may be hampered.
8.4.5. [bookmark: _Toc162278183][bookmark: _Toc162279535]Collective-Bargaining Process
The first step in the collective bargaining process, you call, is preparing for negotiations. This step is often extensive and ongoing for both union and management.
[bookmark: 0.1_graphicBA]After the issues to be negotiated have been determined, the two sides confer to reach a mutually acceptable contract. Although breakdowns in negotiations can occur, both labor and management have at their disposal tools and arguments that can be used to convince the other side to accept their views. It is interesting to note that successful unions – those that are growing- are unions that embrace cooperation and are more likely to avoid bargaining breakdowns. Basically, unions are giving up more ground than ever before in collective bargaining agreements because many union officials have accepted the notion that increased wages and benefits result from cooperative work efforts, team management, and overall productivity gains.
Techniques of Bargaining
No hard and fast rule can be laid down with regard to the bargaining Techniques, but the following should be kept in view.,
1. Take up one Issue at a time
2. Be a good Listener
3. Use only verified data and facts
4. Side track unrealistic demands without ridicule
5. Be factual rather than emotional
6. Use proper language which assisted in bargaining
7. Try to create an atmosphere of trust
8. Do not threaten to strike or lock out

8.5. [bookmark: _Toc162278184][bookmark: _Toc162279536]What is a Grievance?
Broadly a grievance can be defined as any discontent or dissatisfaction with any aspect of the organization. It can be real or imaginary, legitimate or ridiculous, stated or unvoiced, written or oral. It must, however, find expression in some form or the other.
Discontent or dissatisfaction per se is not a grievance. They initially find expression in the form of a complaint. When a complaint remains unattended and the employee concerned feels a sense of lack of justice and airplays, the dissatisfaction grows and assumes the status of a grievance.
Usually, grievances relate to problems of interpretation or perceived non-fulfillment of one’s expectations form the organization. Aggrieved employees usually manifest deviant behavior.
8.5.1. [bookmark: _Toc162278185][bookmark: _Toc162279537]Why Grievances?
Grievances may occur for a variety of reasons:
Economic: Wage fixation, wage computation, overtime, bonus, etc. Employees feel they are getting less than what they ought to get.
Work Environment: Poor working conditions; defective equipment and machinery, tools, materials, etc.
Supervision: disposition of the boss towards the employee. Perceived notions of favoritism nepotism, bias, etc.
Work Group: strained relations or incompatibility with peers, feeling of neglect, ostracisation and victimization.
Work Organization: Rigid and unfair rules; too much or too less work responsibility; lack of recognition, etc.
Study on grievance procedure and practices revealed the following as some of the main causes of employee grievances:

· Amenities-facilities 
· Nature of job
· Compensation  
· Payments
· Conditions of work  
· Promotions
· Continuity of service 
·  Safety environment
· Disciplinary action  
· Superannuation
· Fines  
· Suppression
· Leave 
· Transfers 
· Medical benefits 

8.5.2. [bookmark: _Toc162278186][bookmark: _Toc162279538]Effects of Grievances
Grievances can have several effects which are essentially adverse and counterproductive to organization purposes. The adverse effects include:
· Loss of interest in work and consequent lack of morale and commitment
· Poor quality of production
· Low productivity
· Increase in wastage and costs
· Increase in employee turnover
· Increase in absenteeism
· Increase in the incidence of accidents
· Indiscipline
· Unrest. Etc.
8.5.3. [bookmark: _Toc162278187][bookmark: _Toc162279539]The Processing of Grievances
As already discussed, there are valid reasons to have the grievances processed through a machinery or procedure. A grievance procedure can be voluntarily established by the management or installed as a result of a collective agreement to that effect.
The purpose of a grievance procedure is to:
· Let aggrieved employees know what to do if they have a grievance and where to look for or appeal to
· Check on arbitrary management decision by providing for appeals in at least three levels above the level at which such grievances occur. However, the less frequently the higher levels are used, the more effective they become.
· Promote fair and equitable treatment and personnel practices having regard to the rights of the employee. The superiors will be more careful in their arbitrary use of  power and authority
· Assist in minimizing discontent and dissatisfaction that may have adverse effects upon cooperation and productivity
8.5.4. [bookmark: _Toc162278188][bookmark: _Toc162279540]Grievance Procedure
[bookmark: _Toc162278189][bookmark: _Toc162279541]Steps in Grievance Handling
At any stage of the grievance machinery, the dispute must be handled by some members of the management. In grievance redressal, responsibility lays largely with the management. And as already discussed, grievances should be settled promptly, at the first stage itself. The following steps will provide a measure of guidance to the manager dealing with grievances:
Acknowledge Dissatisfaction: Managerial/supervisory attitude to grievances is important. They should focus attention on grievances, not turn away from them.  Ignorance is not bliss; it is the bane of industrial conflict. Condescending attitude on the part of supervisors and managers would aggravate the problem.
Define the problem:  Instead of trying to deal with a vague feeling of discontent, the problem should be defined properly. Sometime the wrong complaint is given. By effective listening, one can make sure that a true complaint is voiced.
Get the Facts: Facts should be separated from fiction. Though grievances result in hurt feelings, the effort should be to get the facts behind the feelings. There is need for a proper record of each grievance.
Analyze and Decide: Decisions on each of the grievances will have a precedent effect. While no time should be lost in dealing with them it is no excuse to be slip-shod about it. Grievance settlements provide opportunities for management to correct themselves, and thereby come closer to the employees. Horse-trading in grievance redresses due to union pressures may temporarily bring union leadership closer to the management, but it will surely alienate the workforce away from the management.
Follow up: Decisions taken must be followed up earnestly. They should be promptly communicated to the employee concerned. If a decision is favorable to the employee, his immediate boss should have the privilege of communicating the same.
Some of the common pitfalls that managements commit in grievance handling relate to
A. Stopping the search for facts too soon; 
B. Expressing a management opinion before gathering full facts;
C. Failing to maintain proper records; 
D. Arbitrary exercise of executive discretion; and
E. Settling wrong grievances.
8.6. [bookmark: _Toc162278190][bookmark: _Toc162279542]Check List 
Dear learners by know you have to clear understanding on the following points ,if you are capable of describing put ‘√’make if you don’t ‘×’and take yourself back and revise.
· Meaning of discipline 
· Meaning of industrial relation
· The concept of   Collective bargaining 
· Collective bargaining process 
· Meaning of grievance
· Procedures of grievance 
[bookmark: _Toc162278191][bookmark: _Toc162279543]         8.6.1. Self -Assessment Questions 
1. Define employee discipline
_________________________________________________________________________.
2. Define the term Industrial Relations.
___________________________________________________________________________________________________________________.
3. What is indiscipline?
__________________________________________________________________________________________________________________________.
4. Explain the concept of collective bargaining.
___________________________________________________________________________________________________________________________________________.
5. What is grievance?
__________________________________________________________________________________________________________________________.



[bookmark: _Toc162279544]CHAPTER NINE
[bookmark: _Toc162279545]PROMOTIONS, DEMOTION, TRANSFER AND SEPARATION
After going through this unit, you will be able to:
· Explain the different types of transfer, promotion and separation
· Explain the Different Types of Promotion
· Understand the Basis of Promotion and Explain a Promotion Policy
· Understand the Conditions for Demotions
· Explain the Policy and Procedure of Transfer
· Know the Different Types of Transfers
· Explain What is Meant by Separation
	        Activity 
From your experience, can you differentiate promotion and transfer? Under what conditions promotion and transfer and demotion are required? What methods are there to transfer and /or promote an employee?



9.1. [bookmark: _Toc162278192][bookmark: _Toc162279546]Introduction 
In this unit you will learn the basic concept of promotion, demotion, transfer and separation and continues explaining the different types of promotion, basis of promotion. Demotion transfer and separation will be discussed.
9.2. [bookmark: _Toc162278193][bookmark: _Toc162279547]Promotion
9.2.1. [bookmark: _Toc162278194][bookmark: _Toc162279548]Definitions of Promotion
Some definitions given by authorities on the subject are listed below:
According to Scott and Clothier, “A promotion is the transfer of an employee to a job which   pays more money or one that carries some preferred status.”
According to Prof Memoria, “Promotion is a term which covers a change and calls for greater responsibilities, and usually involves higher pay and better terms and conditions of service and, therefore, a higher status or rank.”
According to Arun Monappa and Saiyadain, “Promotion is the upward reassignment of an individual in an organization’s hierarchy, accompanied by increased responsibilities, enhanced status, and usually with increased income, though not always so.”
From the above definitions, we can say that promotion usually implies several things to the person concerned—higher status, both at work and in the community outside, more pay and fringe benefits, perhaps greater job security and a more senior position from which a person renders better service to his organization. Employees expect to be informed about ladders of promotion, how they can prepare themselves for advancement and what will be expected of them from the higher rated jobs.

9.2.2. [bookmark: _Toc162278195][bookmark: _Toc162279549] Types of Promotion
The different types of promotions are:
A .Limited Promotion
Limited promotion is also known as upgrading. It is the movement of an employee to a more responsible job within the same occupational unit and with a corresponding increase in pay. Thus, upgrading means an increase of pay on the same job or moving to a higher scale without changing the job.
B. Dry Promotion
Dry promotion is a promotion as a result of which there is no increase in the employee’s pay. Dry promotions are those which are given in lieu of increases in compensation. It is usually made decorative by giving a new and longer title to the employee.
C. Multiple Chain Promotion
Multiple chain promotion provide for a systematic linking of each position to several other positions. Such promotions identify multi-promotional opportunities through clearly defined avenues of approach to and exist from each position in the organization.
D. Up and Out Promotion
Up and Out Promotion often leads to termination of services. In this type of promotion, a person must either earn a promotion or seek employment elsewhere.
9.2.3. [bookmark: _Toc162278196][bookmark: _Toc162279550]Basis of Promotion
Different promotion systems are used in different organizations. Of them the following are considered the most important:
A. Promotion Based on Seniority
B. Promotion Based on Merit
C. Merit cum Seniority Promotion
D. Promotion by Selection
E. Time Bound Promotion
F. Temporary Promotion
A. Promotion Based on Seniority
Seniority based promotion systems are based on the length of service of an employee in an organization. Seniority systems put a premium on length of service and job experience. In the case of promotion based on seniority, the employees are promoted to higher positions purely based on their length of service irrespective of their qualifications, experience, performance and track record. Trades unions prefer seniority as a basis of promotion because by-offs, recalls and discharges are usually based on seniority. The seniority promotion plan is as old as civilization itself. In business, however, it is not always dependable as a promotional policy. It survives simply because no better system has been evolved. If the seniority principle is adopted, capable young men will look for better prospects elsewhere. Normally, this method of promotion policy is seen in Government services and in services of quasi-Governmental organizations. Unless the official has a very poor and bad work record, he is automatically promoted to higher position based on his service seniority.
Arguments for Promotion by Seniority
· All employees are assured of promotion which will come automatically when it is due.
· Seniority is a factor which can be measured quantitatively; it is easily explained and understood and therefore, escapes charges of favoritisms and discrimination.
· The management will have a known man. This reduces the risk associated with bringing an unknown person from outside.
· Seniority as a criterion for promotion makes its impact on reduction in employee turnover.
· Seniority is considered to contribute to the employees’ ability on the assumption that the longer a person does a job, the more he learns about it.
· Promotion by seniority satisfies the personal aspirations of the employees. This results in better morale of the employees.
Arguments against Promotion by Seniority
· If the seniority principle is adopted, capable young men are likely to become impatient and will look for better prospects elsewhere.
· The internal sources may be inadequate to meet the growing requirements of the organizations.
· If the worth of an employee is not appreciated and given due recognition, it results in frustration and low morale of the employees.
· Promotions by seniority leads to capable young men looking for better prospects elsewhere. Consequently, the organization comes to be run by second-grade people, who have stayed because they do not have sufficient caliber to move elsewhere.
· With the fast-changing world of technology it is necessary to infuse new blood into the organization. This is denied when the policy of promotion is by seniority.
B. Promotion Based on Merit
Under promotion based on merit, employees are promoted to higher positions purely on their performance and work record. Here, the management will look into the qualifications, experience, previous work record, performance capability etc. The service seniority of the employee would not be considered for promotion. In principle, it is felt that promotion should be based on merit. However, the use of merit as a basis for promotion can cause problems because what management regards as merit, trade unions may see as favoritism.
Therefore, as far as possible, merit rating should be based on operating facts.
Promotion by merit method is normally followed in majority of commercial and industrial enterprises where the main consideration for assessment is efficiency and work performance.
The argument in favor of using merit or ability as a criterion for promotion is that it enhances organizational efficiency, and maximizes utilization of talent, since only deserving employees are promoted after a thorough assessment of their abilities for the next job of higher responsibility and status.
Arguments for Promotion by Merit:
· Promotion by merit brings rewards for meritorious work. This encourages an employee to work hard and advance in the organization.
· Promotion by merit enhances organizational efficiency and maximizes utilization of talent.
· Promotion by merit acts as a motivator. This leads to increased productivity.
Arguments against Promotion by Merit:
· When management adopts merit as a basis for promotion, it must evolve controls to recognize merit objectively which will refute the allegations of favoritism. This is very difficult to achieve.
· Trade unions regard merit as favoritism. They distrust the sincerity of management when it claims the right to promote solely on merit.
· Efficiency in the present job does not necessarily predict ability to do well in a job with greater responsibility.
· The devices used for judging ability such as performance appraisal ratings and confidential reports are not above subjectivity. It is this problem of bias in judging merit that makes employees oppose merit as a base for promotion.
C. Merit cum Seniority Promotion
Promotion based on “Merit cum Seniority” would have a blend of the advantages of both the systems discussed above. Both the service seniority and work efficiency will be taking into account in promoting an employee. These two possibly conflicting factors – seniority and merit - frequently pose problems in considering employees for promotion. From the point of view of organizational efficiency, merit seems to be the logical basis of promotion and therefore, management would like it to be the only factor. Trade unions want seniority to be considered as the basis for promotion since it is an objective and impartial method of judging employees for promotion. A sound management will pursue a policy of properly balancing these two factors i.e., seniority and merit. An employee who has service seniority with the desired level of merit and efficiency would be given priority in promotion to the next cadre as compared to others having only one of them. Merit cum seniority method has been considered as the best method of promotion as it gives due weight age to the skill efficiency and better service record of the employee.
D. Promotion by Selection
Promotion by selection is a process through which employees are promoted after undergoing rigorous test and screening. The service records of all the employees due for promotion are screened and scrutinized by a committee appointed for that purpose. The Committee will scrutinize the past records, merit, qualification and experience of the employees due for promotion to a cadre. Under this system employees with service seniority or better qualifications and experience need not be promoted automatically. The employees are put to various tests and interviews before a final selection is made and some employees are promoted.
E. Time Bound Promotion Scheme
Under this method, employees would be promoted according to standards of time set for promotions to higher cadre subject to the condition that they possess the minimum qualifications required for entry into a higher position. Neither seniority nor merit will be considered here. The employees may have to pass some departmental examinations or tests for being considered for such a promotion.
F. Temporary Promotion Scheme
Also known as officiating promotion scheme, under the temporary promotion scheme, officials are promoted temporarily to higher positions in case there are vacancies and if they are due for promotion. Such temporary promotion is no guarantee for a permanent promotion, though normally temporary promotions are automatically made permanent if the service of the employee during the officiating period is satisfactory. It is like keeping the employee under some sort of probation at the higher position before he is confirmed.
9.2.4. [bookmark: _Toc162278197][bookmark: _Toc162279551] Promotion Policy
Whatever may be the type of promotion followed by the management, there should be a definite promotion policy which should be effective and protect the interests of the employees due for promotion. A concrete, comprehensive and realistic promotion policy should be evolved covering the following points:
A. Promotion Policy Statement
A corporate policy on promotion helps to state formally the organization’s broad objectives, and to formulate both the organization’s manpower and individual career plans.
B. Ratio of Internal Promotion Vs External Recruitment
A promotion policy statement must state the ratio of internal promotions to external recruitment at each level. Such a statement will help manpower planners to project numbers of internally available candidates for vacancies.
C. Decide the Basis for Promotion
A promotion policy statement must decide the basis on which promotions are to be given. Usually promotions are decided on the basis of performance appraisals.
D. Decide the Routes for Promotion
We have to identify the network of related jobs. Such an exercise will help in succession planning and also help aspirants to acquire the necessary formal qualifications or on-the-job training. This process would help in identifying promotion channels. Once it is finalized, it should be made known to the employees concerned.
E. Communicate the Promotion Policy
The organization should communicate its promotion policy to its employees. Such an exercise will help aspirants to acquire the necessary formal qualifications, encourage them to attend suitable external development programs etc.
F. Lack of Promotional Avenues
There may be some deserving candidates who will not get promoted due to lack of available positions. In such cases where employees perform adequately in their present jobs, wage increments should be forthcoming.
G. Determination of Seniority
A ticklish area in the formation of a promotional policy is the determination of an employee’s seniority. Should the seniority be plant-wise, unit-wise or occupation-wise? Generally, seniority is unit wise.
H. Relationship of Disciplinary Action to Promotion
Another area to look into while formulating a promotional policy is whether there is a relationship between any disciplinary action taken against an employee and promotion.
Does a disciplinary action cause a loss in employee seniority? If yes, then to what extent?
Advantages of a Promotion Policy
The following are the benefits of a good promotional policy:
i. A good promotion policy provides an incentive to work more effectively as it recognizes an employee who comes out with better work. It must however tell employees in advance what avenues exist for advancement.
ii. It develops employee loyalty by rewarding him and placing him in a higher position in the organization for his efficiency.
iii. It facilitates and increases job satisfaction.
iv. It increases work effectiveness in the organization.
v. It also attracts efficient employees to the organization.
vi. It increases employee interest in training and self-development.
vii. A promotion policy makes employees believe that their turn too will come and so they remain with the company. This reduces labor turnover.
9.3. [bookmark: _Toc162278198][bookmark: _Toc162279552] Demotion
Demotion is a process by which the employee is downgraded and sent to a lower position from the one he is holding at present. When an employee is moved to a job with less responsibility, status or compensation he is said to be demoted. Demotion is the reverse of promotion. It is more a punishment for inefficiency or incompetence. According to D.S
Beach, Demotion is “the assignment of an individual to a job of lower rank and pay usually involving lower level of difficulty and responsibility”. According to Arun Monappa and Saiyadain Demotion “is a downward assignment in the organization’s hierarchy to a lower level job which has less responsibility, pay and status. Because of this hierarchical repositioning it has a negative connotation and may lead to employee dissatisfaction”.
Demotions, being a serious penalty, must be handled tactfully. The usefulness of demotion as a punitive measure is questioned on many grounds. A demoted employee will be disgruntled and his dissatisfaction may spread to co-workers which will adversely affect morale, productivity and discipline of the workforce.
9.3.1. [bookmark: _Toc162278199][bookmark: _Toc162279553] Causes of Demotion
· Demotion may be used as a disciplinary weapon.
· Demotion may be resorted to when employees, because of ill health or personal reasons, cannot do their job properly.
· If a company curtails some of its activities, employees are often required to accept lower-level position until normally is restored.
· If an employee finds it difficult to meet job requirement standards, following his promotion he may be reverted to his old position.
9.3.2. [bookmark: _Toc162278200][bookmark: _Toc162279554] Conditions for Demotion
Demotions serve a useful purpose in the sense that they keep the employees alert and alive to their responsibilities and duties. Demotion will serve its purpose if it satisfies the following conditions:
· Violations of rules and regulations of the organization would subject an employee to demotion. Here it should be noted that serious violations if rules and regulations would only warrant such a drastic action. Demotion should never be made as penalty for violation of the rules of conduct, poor attendance record or insubordination.
· There should be a proper and detailed investigation of any alleged violation of rules and regulation.
· If any violations occur, there should be a consistent and equitable application of the penalty. A hasty decision should be avoided.
· There must be a provision for review.
· Demotions have a serious impact on the employees. Therefore, demotions are made infrequently.
9.4. [bookmark: _Toc162278201][bookmark: _Toc162279555] Transfer
A transfer is a change in job assignment. It does not involve a change in responsibility and status. A movement of an employee between equivalent positions at periodical intervals is called “transfer”. A transfer therefore does not involve a change of responsibility or compensation. Transfers are normally made to place employees in positions where they are likely to be more effective or where they are likely to get greater job satisfaction. Transfers may be either organization-initiated or employee initiated.
An organization may initiate a transfer to place employees in positions where they are likely to be more effective or where they are better able to meet work schedules of the organization. Employee initiated transfers also known as “personnel transfers” may be initiated for several reasons. These could range from wanting a change of boss or a change of location or to avoid interpersonal conflicts with their present colleagues or to join their friends and relatives.
Yoder has defined transfer as “a lateral shift causing movement of individuals from one position to another usually without involving any marked change in duties, responsibilities, skills needed or compensation.”
According to Arun Monappa and Mirza Saiyadain, transfer “is a change in assignment in which the employee moves to another job at approximately the same level of responsibility, demanding about the same skill and at about the same level of pay.”
According to R.S. Davar, transfer is “a lateral movement of an employee, not involving promotion or demotion. A transfer therefore does not involve a material change in responsibility or compensation.”
A transfer may be either temporary or permanent, depending upon the need, and may occur within a department, between departments and divisions, or between plants within a company.
A transfer may require an employee to change his work group, work place or organizational unit. It should be the aim of any company to change positions of employees as soon as the capacities increase and vacancies warrant.

9.4.1. [bookmark: _Toc162278202][bookmark: _Toc162279556] Types of Transfers
There are different types of transfers depending on the purpose for which the transfers are made. Judging from the view-point of purpose, there are nine types of transfers.
a. General                                         b. Production
c. Replacement                                 d. Shift
e. Remedial                                       f. Versatility
g. Punishment or Penal                     h. Request or Personal
I. Mutual

A. General
General transfers are normally affected during a particular period of the year wherein all employees having completed a given period of service in a post or at a place are involved.
Definite rules and regulations are to be followed in affecting such transfers. Such transfers are followed in big organizations, quasi-governmental organizations and government departments.
 B. Production
Production transfers are normally made from one department to another where the need for the employee is more. This type of transfer is made to avoid lay-off of efficient and trained employees by providing them with alternative positions in the same organization.
These changes help to stabilize employment in an organization and therefore require centralized control. Although it is called production transfer, similar situations can exist in nonmanufacturing enterprises or divisions too where an employee is transferred from one department to another for similar reasons.
C. Replacement
These are transfers of long-service employees to similar jobs in other departments where they replace or ‘bump’ employees with shorter service. Replacement transfers are affected to replace persons leaving the organization, due to resignations, retirements, dismissal or death. Quite often such transfers are affected to change a new employee who has proved to be ineffective in the organization. Even though the objective of these transfers is to retain the efficient and trained 
D. Shift
Shift transfers are transfers of workers from one shift to another on the same type of work. Workers generally dislike second or third shift as it affects their participation in community life. To minimize this, shift transfers are affected. Shift transfers also help workers to be out of routine fatigue.
E. Remedial
Remedial transfers are transfers made to remedy some situation primarily concerned with employee on the job. Remedial transfers provide management with a procedure whereby an unsatisfactory placement can be corrected. Initial placement might be faulty or the type of job might not suit his health in such cases the worker would benefit by transfer to a different kind of work.
F. Versatility
The objective of these transfers is to increase the versatility of the employee by shifting him from one job to another. In this way, the employee is provided a varied and broad job experience. This transfer is like a rotation transfers. Versatility transfers, besides resulting in greater satisfaction of the workers through job enlargement, also creates a work force which can be conveniently shifted to other jobs in time of necessity.
G. Punishment or Penal
This transfer is made as punishments to erring employees. Quite often the employees are transferred from one place be another so that they are made to work in a situation of risks and hazards. Employees are posted to such places as a matter of punishment for the errors and omissions they have committed.
Sometimes, transfer is used as a concealed penalty. A trouble-maker may be transferred to a remote branch where he cannot continue his activities.
 H. Request Transfers
This type of transfer is done on the request of the employee. It is normally done on humanitarian grounds to help the employee to look after his family and personal problems.
I. Mutual Transfers
When transfers turn out to be mutual between two employees they are referred to as mutual transfers. Usually the organization concedes to request of employees for transfer if another employee is willing to go to the other place.

9.4.2. [bookmark: _Toc162278203][bookmark: _Toc162279557] Transfer Policy
It is clear that transfers are made for a number of reasons and are initiated by either the supervisor or the subordinate. If transfers are left entirely to the discretion of supervisors or employees, a number of problems are likely to occur such as favoritism or victimization.
To avoid these problems, it is necessary that every organization evolve its transfer policy. Every organization should have a just and impartial transfer policy which should be known to each employee. It is, therefore, important that the company should formulate a policy to govern the administration of all types of employee transfers, rather than decide each case solely on the characteristics of that case. The absence of a well-formulated transfer policy will breed a state of uncertainty amongst the employees. For a successful transfer policy, proper job description and job analysis should be done. Further, care should be taken to ensure that frequent or large-scale transfers are avoided by laying down adequate procedures for the purpose. 
A systematic transfer policy should provide for the following:
· A transfer policy should clarify the types and circumstances under which transfers will be used. The organization should specifically clarify the types of transfers and the conditions under which these will be made.
· The transfer policy must locate the authority that may initiate and implement the transfer. In other words, it should indicate who would be responsible for initiating and approving the transfers.
· A transfer policy should indicate whether the transfer could be made only within a sub-unit or also between departments, divisions and plants.
· The transferability of both jobs and individuals needs should be examined in terms of job descriptions, streams of specialization and individual background and training.
· A transfer policy should indicate the basis for transfer. Should it be seniority or skill and competence?
· A transfer policy should prescribe whether, when an employee is transferred, his previous seniority credit will be retained.
· The transfer policy should indicate to the transferee the pay scales, the exact wages and perquisites that he would receive in the transferred job. If there is any difference, it should be specified.
· A transfer policy should provide for timely communication of the transfer decision.
            The transferee should be intimated of the transfer well in advance.
· A transfer should be in writing and duly communicated to all concerned.
· Transfers should not be made frequently.
Industrial practices vary and each organization must formulate its own policy and rules in connection with transfers. In making transfers, it is advisable for the organization to pay to the employee the actual cost of moving the household to the place of transfer. A transfer policy will help effective employee redeployment and protect employees from arbitrary transfers.
9.4.3. [bookmark: _Toc162278204][bookmark: _Toc162279558]Transfer Procedure
A. Intra-departmental Transfers
Transfers may be from one section to another in the same department. Such cases of transfer are decided upon by the Plant Manager and oral order is enough there is no need to issue a transfer letter to the employee. It is however desirable that the personnel manager be informed of such transfers.
B. Inter-departmental Transfers
Transfers may be from one department to another within the same organization. Such transfers are known as Inter-departmental transfers. These are made by mutual consultations between the Plant managers concerned. If such a transfer is permanent, a letter of transfer should be issued communicating to the employee concerned that he has been transferred.
Written orders, signed by the personnel manager are issued to the employee from the organization.
C. Branch Transfers
Transfers may be from one branch to another or from head office to branch or from branch to head office. Since this type of transfer involves transferring a worker to a new working environment, they should be discouraged. Branch transfers involve a considerable change in working conditions for the employees. It is also very costly from the point of view of the organization. In case of such a transfer, advance notice should be served to the employee.
9.5. [bookmark: _Toc162278205][bookmark: _Toc162279559] Separation
Separation means cessation of service of agreement with the organization. Separation can be the result of:
A. 
B. Resignation 
C. Discharge
D. Dismissal                         
E. Retrenchment
F. Lay-off
G. Golden handshake                
H. Retirement


A. Resignation
A resignation is a voluntary separation. When a termination is initiated by the employee himself, it is termed a resignation. Resignations may be put in voluntarily by the employees on grounds of marriage especially in case of young girls, health, physical disability, better opportunities elsewhere, or maladjustment with company policy and affairs. The personnel department should investigate the real reasons behind such resignations. A study of exit interviews over a period of time may disclose a fiscal pattern suggesting improvements in the personnel management functions.
Resignation may also be compulsory when an employee is asked to put in his papers if he wants to avoid termination of services on the ground of gross negligence of duty or some serious charge against him.
B. Discharge
A discharge involves permanent separation of an employee from the organization because of poor performance, violation of rules or poor code of conduct. A discharge becomes necessary when:
i. The business volume is reduced thereby reducing the employment opportunities in the organization,
ii. The employee fails to work according to the requirements of the job, or
iii. The employee forfeits his right to a job.
Discharges are generally made in accordance with the standing orders. The action taken should be bonfires and nor a punitive measure or a case of victimization.
C. Dismissal
When the termination is initiated by the organization, it is termed as dismissal. A dismissal is the termination of the services of an employee by way of punishment for some misconduct, or for prolonged absence from duty. A dismissal is a drastic step. Therefore, it must be supported with a just and sufficient cause. It is generally done as a last resort after all attempts at reconciliation have failed. Before an employee’s services are terminated, he should be given an opportunity to explain his conduct and show cause why he should not be dismissed. The principle of natural justice should be followed to ensure that the punishment is in proportion to the offence. As a safeguard, responsibility for dismissal should not rest on the immediate supervisor. The approval of the next higher authority should generally be taken and the personnel manager should be consulted. Dismissals can be on the ground of unsatisfactory performance, misconduct, or want of qualifications for the job, or excessive absenteeism.
 D. Retrenchment
Retrenchment is termination of service due to redundancy. It is a permanent termination of the services of an employee for economic reasons in a going concern. It must be noted that termination of services as a punishment given by way of disciplinary action or superannuation or continued ill health does not constitute retrenchment. The term retrenchment is applied to continuing operations where a part of the workforce is found to be superfluous. Retrenchment has many unsterilized effects. It influences the attitudes and contributions of other employees who become disturbed by rumors, gossips, resentment and a sense of insecurity about their own fate. The principle in the procedure of retrenchment is that the last person employed in each category must be the first person to be retrenched. For this purpose, the employer prepares a list of all the workers in the category where retrenchment is contemplated, arranged according to the seniority of service of the employees in that category. When vacancies arise after retrenchment, the organization gives an opportunity to the retrenched workers to offer themselves for re-employment; and they are given preference.
E. Layoff
A layoff is “the failure, refusal or inability of an employer, on account of shortage of coal power or raw materials, or the accumulations of stocks or breakdown of machinery for any reason, to give employment to a workman whose name is borne on the muster roll of his individual establishment and who has not been retrenched”. According to this definition, a lay off refers to an indefinite separation of the employee from the pay roll due to factors beyond the control of the employer. The employee is expected to be called back in the foreseeable future. The laid-off employee is not a discharged employee and is still carried on the roll as an employee. Layoff is resorted to by the employer for factors beyond his control. Such factors could be:
· Fluctuations in the market resulting in loss of sales.
· Shortage of raw materials or power.
· Accumulation of stock.
· Breakdown of machinery.
· Production delays.
F. Golden Handshake
It is a method of retrenchment wherein the employees with a certain minimum service can opt for voluntary retirement and get a fat lump sum in return. Golden handshake is usually offered by the government to reduce the size of the bureaucracy and close down chronically loss-making public sector enterprises. Many thinkers on the subject are of the opinion that golden handshake is the fallout of the new economic policy followed by the government of India. In the 1992–93 Union Budget, the Government had provided Rs. 450 crones for the Voluntary Retirement Scheme (VRS) for its employees.
G. Retirement
Retirement is the point where a person stops employment completely. A person may also semi-retire by reducing work hours.
9.6. [bookmark: _Toc162278206][bookmark: _Toc162279560]CHECK LIST 
Dear learners by know you have to clear understanding on the following points, if you are capable of describing put ‘√’make if you don’t ‘×’and take yourself back and revise.
· 
· Definition of promotion
· Definition of demotion
· Condition for demotion  
· Types of promotion 
· Definition of transfer and separation 
· 
· Types of separation 
9.6.1. [bookmark: _Toc162278207][bookmark: _Toc162279561]SELF ASSESSMENT QUESTIONS
1. Define promotion.
______________________________________________________________________________________________________________________________________________________
2. State the different types of promotion.
______________________________________________________________________________________________________________________________________________________
3. What are the different bases of promotion?
______________________________________________________________________________________________________________________________________________________
4. Define demotion.
______________________________________________________________________________________________________________________________________________________
5. What are the causes of demotion?
___________________________________________________________________________________________________________________________________________________________________________________________.
6. Define transfer.
______________________________________________________________________________________________________________________________________________________
7. What are the types of separation?
________________________________________________________________________________________________________________________________.



















[bookmark: _Toc162278208][bookmark: _Toc162279562]CHAPTER TEN
[bookmark: _Toc162278209][bookmark: _Toc162279563]SEXUAL HARASSMENT IN WORK PLACE, E- HUMAN 
                                  RESOURCE MANAGEMENT AND DEVELOPMENT
After completing this unit, you will be able to: 
· Understand the Equal Employment Opportunity
· Identify and describe types of sexual harassment in work place
· Identify prevalence of sexual harassment 
· Identity the effects of sexual harassment
· Identify the tips on E- human resource management 
· Understand the work force diversity management, HIV and work place and work force empowerment 
	           Activity 
At your workplace, did you observed employees who have been harassed and/or discriminated? What are those discriminations? What are the effects of these harassments and discriminations on the employees? 


    
10.1. [bookmark: _Toc162278210][bookmark: _Toc162279564]Introduction 
This section begins with a discussion of diversity and then discusses harassment and other forms of gender-based discrimination. The equal employment opportunity commission (EEOC) has issued guidelines designed to curtail sexual harassment.
10.2. [bookmark: _Toc162278211][bookmark: _Toc162279565] Diversity and Equal Employment Opportunity
 Definition
[bookmark: _Toc162278212][bookmark: _Toc162279566]Nature of Diversity

  The workforce today is composed of individuals of differing races, ages, cultural and geographic origins, abilities and disabilities, and genders. In addition, varied lifestyles, personalities, family arrangements, and other factors affect individual performance. In summary, people do differ from each other; diversity recognizes that people have different characteristics.
The existence of diversity is apparent in most organizations, and it has both positive and negative consequences.
· On the positive side: it provides organizations opportunities to tap a broader, more diverse set of ideas and experiences of people.
· On the down side: diversity may initially lead to increased tensions and conflicts in the work place. Communication difficulties and conflicts between workers may occur with greater frequency when greater diversity of people is introduced into organizations.
Consequently, organizations must be proactive in addressing diversity concerns by existing employees, as well as providing support for individuals with differing backgrounds and heritages. Probably the worst response to diversity is to ignore it.

[bookmark: _Toc162278213][bookmark: _Toc162279567]Demographics and Diversity

· Women into the workforce. The influx of women into the workforce has major social and economic consequences.
· One major consequence of having an increased percentage of women in the workforce is that balancing work and family issues will continue to grow in importance.
· Some of the implications for HR activities of more women working include the following:
· Greater flexibility in work patterns and schedules to accommodate women with family responsibilities, part-time work interests, or other pressures.
· More variety in benefits programs and HR policies, including child-care assistance and parental leave programs.
· Job placement assistance for working spouses whose mates are offered relocation transfers.
· Greater employer awareness of gender-related legal issues such as sexual harassment and sex discrimination.
· Racial/Ethnic Diversity in the workforce. The fastest growing segments of the US population are minority racial and ethnic groups, especially Hispanics, African Americans, and Asian Americans. Much of the growth in the various racial and ethnic groups is due to immigration from other countries. Implications of the increase in racial and ethnic cultural diversity are as follows:
· The potential for work related conflicts among various racial and ethnic groups will increase.
·  Extensive employer-sponsored cultural awareness and diversity training will be required to defuse conflicts and promote multicultural understanding.
· Training in communication skills for those with English as a second language will increase, and job training will have to accommodate the different language abilities of a multicultural workforce.
· Employees skilled in more than one language will be vital, particularly in service industries in certain geographic locales.
· Greater cultural diversity in dress, customs, and lifestyles will be permitted by employers.
· Aging of the workforce. Most of the developed countries are experiencing an aging of their populations – including Australia, Japan, most European countries, and the United States. In the United States, the median age will increase from 31.5 in 1986 to 39 by 2000. This increase is due in part to people living longer and in part to a decrease in the number of children, particularly in the 16-24 age brackets. 
· One of the implications of the age shift is that employers such as hotels, fast-food chains, and retailers will continue to face significant staffing difficulties. Employers are attracting older persons to return to the workforce through the use of part-time and other scheduling options.
· As a result, it is likely that the number of older workers interested in working part-time will increase and that they will work more hours than previously.

· Individuals with Disabilities in the Workforce. Another group adding diversity to the workforce is composed of individuals with disabilities. The number of individuals with disabilities is expected to continue growing as the workforce ages.
A “differently ambled “person cannot be discriminated against in employment if that person can performs the essential job duties when reasonably accommodated by the employer.
[bookmark: _Toc162278214][bookmark: _Toc162279568]Management of Diversity
· All of these changes have led organizations and HR professionals to make management of diversity part of their change processes.
· Diversity management is concerned with developing organizational initiatives that value all people equally, regardless of their differences.
· A growing number of employers have taken steps to address diversity issues and incorporate management of diversity throughout their organizations.
· By addressing diversity issues and managing them effectively, organizations benefit in various ways. Conflicts within the organization can be ameliorated, better productivity can result, and the organization can be more attractive to potential applicants and current employees.

10.3. [bookmark: _Toc162278215][bookmark: _Toc162279569] Diversity, Equal Employment, and Affirmative Action

· It is very easy to state that diversity exists, and most people recognize that there are differences between themselves and others. However, acceptance of diversity is another matter when the rights of an individual are affected by someone else because of such differences. To assist in identifying the issues involved in workplace diversity, it is critical that terminology often used generally and incorrectly be clarified.
In managing diversity, efforts are made by both the organization and the individuals in it to adapt to and accept the importance of diversity. Organizations can also address diversity issues in more restricted ways: equal employment opportunity and affirmative action. These levels are discussed as follow.
· Equal Employment Opportunity: is a broad concept holding that individuals should have equal treatment in all employment-related actions regardless of race, color, religion, sex, or national origin. Various laws have been passed to protect individuals who share certain characteristics, such as race, age, or gender.
· Those having the designated characteristics are referred to as a protected class or as members of a protected group. 
· A protected class is composed of individuals who fall within a group identified for protection under equal employment laws and regulations.

· Affirmative Action: Occurs when employers identify problem areas, set goals, and take positive steps to guarantee equal employment opportunities for people in a protected class. 
· Affirmative action focuses on hiring, training, and promoting of protected-class members where they are underrepresented in an organization in relation to their availability in the labor markets from which recruiting occurs.
· Sometimes employers have instituted affirmative action voluntarily, but many times employers have been required to do so by government laws.
· Those employees who are not members of any protected class have claimed that they are being discriminated against in reverse. Reverse discrimination is said to exist when a person is denied an opportunity because of preferences given to a member of a protected class who may be less qualified.
10.4. [bookmark: _Toc162278216][bookmark: _Toc162279570] When Does Illegal Discrimination Occur?
· Equal employment laws and regulations address concerns about discrimination in employment practices. The word discrimination simply means that differences among items or people are recognized. Thus, discrimination involves discriminating (choosing) among alternatives. For example, employers must discriminate among applicants for a job on the basis of job requirements and candidates’ qualifications. However, discrimination can be illegal in employment-related situations in which either: (1) different standards are used to judge different individuals, or (2) the same standard is used, but it is not related to the individuals’ jobs.
· When deciding if and when illegal discrimination has occurred, courts and regulatory agencies have had to consider the following issues:
· Disparate Treatment and Disparate Impact. It would seem that the motives or intentions of the employer might enter into the determination of whether discrimination has occurred – but they do not. It is the outcome of the employer’s actions, not the intent, which will be considered by the regulatory agencies or courts when deciding if illegal discrimination has occurred.
Two concepts used to activate this principle are disparate treatment and disparate impact.
          a).Disparate treatment: disparate treatment occurs when the members of a protected   
              class receive unequal treatment because of their membership in that class, unequal 
              treatment also occurs when different standards are applied to different groups.

          b).Disparate impact:  disparate impact occurs when the results of employer's actions 
               have a different and negative impact on one or more protected classes.  All actions 
               must be related to a business purpose and not be discriminatory in intent or result. 




10.5. [bookmark: _Toc162278217][bookmark: _Toc162279571]Harassment and types of sexual harassment in work place

· Many countries have adopted laws that prohibit discrimination in employment on the basis of sex. This section begins with a discussion of sexual harassment and then discusses other forms of sex discrimination.
Harassment
Harassment is behavior, verbal or physical, that unreasonably interferes with work or creates an intimidating, hostile, or offensive work environment. It can take many different forms, including intimidation or sexual harassment. 
· Intimidation: includes physical or verbal abuse; behavior directed at isolating or humiliating an individual or a group, or at preventing them from engaging in normal activities. Behaviors that might constitute intimidation include, inter alia:
· Sexual harassment: refers to unwelcome sexual advances, request for sexual favors, and other verbal or physical conduct of a sexual nature. Sexual harassment can occur between boss and subordinate, among coworkers, and among nonemployees who have business contracts with employees. Two types of sexual harassment are defined as follows:
· Quid pro quo harassment: occurs when an employer or supervisor links specific employment outcomes (including pay raises, promotions, assignments of work and work hours, performance appraisals, disciplinary actions and many others) to the individual’s granting sexual favors.
· Hostile environment harassment: occurs when the harassment has the effect of unreasonably interfering with an individual’s work performance or psychological well-being or when intimidating or offensive working conditions are created. Commenting on dress or appearance, telling jokes that are suggestive or sexual in nature, allowing centerfold posters to be on display, or making continual requests to get together after work can lead to the creation of a hostile work environment.	
Remedies
When compliance results from a conciliation agreement or court order, remedies are: 
· Cease and desist from practices that caused disparate treatment or impact. 
· Hire, train, and promote those in protected classes who are allegedly discriminated against 
· Make financial payments to compensate for past discrimination in order to “make whole" those affected.
10.6. [bookmark: _Toc162278218][bookmark: _Toc162279572]Effects of sexual harassment
(I). Sexual harassment can affect both an individual’s mental and physical wellbeing, with those who experience it suffering physical illness such as headaches, nausea, an inability to sleep and weight loss, as well as well as mental illness such as depression and anxiety
(II). Those who have been sexually harassed also report the experience having an effect on both job performance and job satisfaction reporting a lack of commitment, poor performance, absenteeism and resignation as a result. Individuals are likely to experience a loss of self-confidence, decrease self-esteem   and moral and also negative emotions such as shock, fear and anger as a result of being sexually harassed.

(III). Sexual harassment can reduce organizational performance, damage public image, and can be costly and public reputation may have a negative impact on recruitment, and public confidence.
(IV).The impact of sexual harassment is also likely to extend to the culture of the organization. Employees who see sexual harassment happening may develop negative assumptions about the organization’s attitude to fairness and justice, perceiving an organization that does not care about its employees, and may form incorrect opinions about what constitutes normal and acceptable behavior at work.

(V). The professional and personal relations with colleagues and superiors at work can also be negatively affected by sexually harassment and in particular, investigation of companies can lead to a divide between staffs. This in turn can increase the stress and negative consequences experienced by the person who made the report, increasing the risk of turnover intentions.
Prevention of Sexual Harassment
There are a number of ways in which employers and employees can avoid situations that may lead to sexual harassment claims. For one, employers should stress that all personnel are to keep their hands to themselves. This does not mean that people in your office can’t shake hands. However, context and personal judgment should make it fairly obvious what sort of physical contact is acceptable in an office environment. Sexual humor should be avoided. Again, people
should use their judgment here. Encourage people to know their audience. What may be funny to one person is not necessarily funny to someone else.
As for deciding whether something could be considered sexual harassment, there are a few helpful rules of thumb.
Encourage individuals in your office to ask themselves questions such as –If an employee offends another person in your office, he or she should be urged to apologize and agree to avoid acting in that manner again. This sounds like a simple solution, and, to a large degree, it is. An apology and assurances from the individual that the behavior will not continue could prevent a formal sexual harassment complaint or lawsuit in the future. Similarly, if someone acts in an offensive way, the offended party should be encouraged to voice his or her concern. More importantly, encourage the offended party to report the situation to someone else in the office. This not only helps to diffuse situations before they escalate, but also fosters a non-retaliatory culture within the workplace.

Finally, employers and employees must use common sense. This is something that all of us possesses, but don’t always use. Encouraging those in your nonprofit workplace to rely on their common sense will go a long way in preventing sexual harassment incidents.
10.7. [bookmark: _Toc162278219][bookmark: _Toc162279573]CHECK LIST 
Dear learners by know you have to clear understanding on the following points ,if you are capable of describing put ‘√’make if you don’t ‘×’and take yourself back and revise.
· Definition of sexual harassment
· Equal employee opportunity
· Workforce diversity management
· Types of Sexual harassment
10.7.1. [bookmark: _Toc162278220][bookmark: _Toc162279574]SELF ASSESSMENT QUESTIONS
1. Define sexual harassment.
______________________________________________________________________________________________________________________________________________________
2. State the different types of sexual harassment in work place.
______________________________________________________________________________________________________________________________________________________
3. Explain equal employee opportunity

______________________________________________________________________________________________________________________________________________________
4. Discuss workforce diversity management

______________________________________________________________________________________________________________________________________________________
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