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UNIT:1 

INTRODUCTION OF HRM 

Performance Appraisal is the systematic evaluation of the performance of employees and to 

understand the abilities of a person for further growth and development. Performance 

appraisal is generally done in systematic ways which are as follows 

The supervisors measure the pay of employees and compare it with targets and plans. 

The supervisor analyses the factors behind work performances of employees. 

The employers are in position to guide the employees for a better performance. 

Objectives of Performance Appraisal 

Performance Appraisal can be done with following objectives in mind: 

To maintain records in order to determine compensation packages, wage structure, salaries 

raises, etc. 

To identify the strengths and weaknesses of employees to place right men on right job. 

To maintain and assess the potential present in a person for further growth and development. 

To provide a feedback to employees regarding their performance and related status. 

To provide a feedback to employees regarding their performance and related status. 

It serves as a basis for influencing working habits of the employees. 

To review and retain the promotional and other training programmes. 

Advantages of Performance Appraisal 

It is said that performance appraisal is an investment for the company which can be justified by 

following advantages: 

Promotion: Performance Appraisal helps the supervisors to chalk out the promotion 

programmes for efficient employees. In this regards, inefficient workers can be dismissed or 

demoted in case. 

Compensation: Performance Appraisal helps in chalking out compensation packages for 

employees. Merit rating is possible through performance appraisal. Performance Appraisal tries 
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to give worth to a performance. Compensation packages which includes bonus, high salary 

rates, extra benefits, allowances and pre-requisites are dependent on performance appraisal. 

The criteria should be merit rather than seniority. 

Employees Development: The systematic procedure of performance appraisal helps the 

supervisors to frame training policies and programmes. It helps to analyse strengths and 

weaknesses of employees so that new jobs can be designed for efficient employees. It also 

helps in framing future development programmes. 

Selection Validation: Performance Appraisal helps the supervisors to understand the validity 

and importance of the selection procedure. The supervisors come to know the validity and 

thereby the strengths and weaknesses of selection procedure. Future changes in selection 

methods can be made in this regard. 

Communication: For an organization, effective communication between employees and 

employers is very important. Through performance appraisal, communication can be sought for 

in the following ways: 

Through performance appraisal, the employers can understand and accept skills of 

subordinates. 

The subordinates can also understand and create a trust and confidence in superiors. 

It also helps in maintaining cordial and congenial labour management relationship. 

It develops the spirit of work and boosts the morale of employees. 

All the above factors ensure effective communication. 

1.Management by Objectives (MBO): 

This method seeks to improve the performance of the organization by setting clear goals 

agreed upon by both employees and managers. Set goals should be challenging but achievable. 

Both managers and employees must analyse past performance and identify problems. The 

information received should be used to solve the problems and needs of the organization. 

2.Psychological Appraisals: 

Psychological assessment is one of the most exciting and intuitive assessment methods. This 

approach assesses the potential for future performance rather than the past performance of 
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employees. It focuses on the emotional, intellectual, and other personal characteristics of 

employees that affect their performance.3.360 Degree Feedback: 

360-degree feedback is the systematic collection and feedback of employee performance data 

from all of their colleagues, managers, and even customers. It is one of the most commonly 

used evaluation methods. Since the involvement of managers, colleagues, and customers is 

involved, this method provides an overview of performance reviews. It helps to have different 

perspectives in the performance evaluation process. 

4.Assessment Centre Method: 

In this method, employees are judged to be participating in activities such as in-basket 

exercises, role plays, discussions, computer simulations. Their persuasiveness, communication 

skills, confidence, sensitivity to the feelings of others, mental alertness, administrative ability, 

etc.5.Behaviorally Anchored Rating Scale (BARS): 

Behaviour classification scales are designed to take advantage of both quality and quantitative 

data in the performance testing process. BARS compares a person's performance to a specific 

behavior associated with the classification of numbers. He compares a person's performance to 

a specific behaviour that is linked to a 5 to 9 digit score.6.Cost Accounting Method: 

In this method, the organization evaluates employee performance based on the monetary 

output from the inputs. It is confirmed by analysing the costs associated with retaining 

employees and the benefits they get from input. 

Why is performance appraisal important? 

Establishing compensation guidelines 

Employee pay should be directly related to productivity. Employees who exceed the call of duty 

receive higher annual allowances than employees who meet the minimum. The only way to 

continuously monitor the performance of exceptions is through the evaluation process. Regular 

one-on-one conversations about employees' performance on their jobs help them determine 

the year for those in different campuses. 

Track strengths and weaknesses 

The success of an organization does not depend on one person. Different employees can share 

their experiences and strengths and complete projects with minimal delay. Identifying the right 

candidates for the right team is an important part of successful management. The best way to 
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get the right people is to track the strengths and weaknesses of each individual. Sequential 

grading makes this information readily available when distributing new issues. 

Identifying promotion candidates 

Hiring services from within the organization strengthens the organizational memory, which 

maintains the continuity of management style. Unfortunately, not every applicant has the skills 

needed to be promoted. Quarterly or even annually, this assessment allows hiring managers to 

look at the entire applicant's history and find the best internal candidate to promote. 

 

Offer feedback: 

Constructive criticism provides employees with the information they need to improve their 

work performance. Good managers give opinions that motivate employees to strive for 

betterment. Employees who are aware of performance expectations are better equipped to 

meet the challenges of excellence. By regularly giving employees feedback on their 

performance, managers open up communication channels, allowing for good working 

relationships and fostering a spirit of collaboration. 

Introducing training programs: 

Performance reviews provide an excellent time to discuss the need for additional training and 

continuing education. Professionals need to be up-to-date on industry best practices. The only 

way to make sure this is happening is to internally track the training and deliver the programs. 

Training programs not only help employees to keep up with new policies and procedures, but 

also help employees keep up with technology. 

What are the four key elements of a good performance appraisal? 

Be relevant 

Each element of the review must be relevant to the critical responsibilities that the job 

requires. Focus your attention on the things that matter most to get the job done, not the more 

secondary ones 

 

. 
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Be consistent 

Find specific and measurable criteria. You want a process that gives consistent results 

regardless of who performs the assessment, and it applies appropriately to each employee. 

Be practical: 

The system should be able to operate without affecting other responsibilities in the business if 

your work performance testing is ineffective, if it takes so long that it negatively affects your 

other jobs. The temporal process may be more disturbing than its value, abandon it, and end 

the review process. 

Be open: 

Everyone involved in the review process, from the management to your human resource 

experts to the individual workers, should have a voice in the review process. You will help 

employees determine the standards on which they will be judged, because they understand 

better than anyone what they need to do their job.What are the Advantages of Performance 

Appraisal? 

A systematic performance evaluation system helps managers to correctly identify the 

performance of employees in a systematic way and their areas of talent and areas where they 

are lacking.It helps management to hire the right employees for the perfect job depending on 

their skills in a particular area 

It helps employees identify areas where they need to improve. Managers can use this 

information to express constructive criticism of the way employees do their work. 

Prospective employees often receive promotions based on the results of promotion reviews. 

People with high marks get promotions. They can transfer or demote employees if they do not 

meet the expectations of managers 

This creates healthy competition as employees seek to improve their performance and scores 

over their colleagues. 

Maintaining an extensive record of performance appraisals gives managers a better idea of 

what is the highest employee growth rate and what is lacking in performance. 
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Who participates in the performance appraisal process? 

Generally the employee's supervisor leads the appraisal process. Other people — the human 

resources manager, coworkers, customers — may also be involved. A growing number of 

companies invite workers to review their supervisors to increase input and validity of appraisal 

results. 

MODERN MOTHOD OF P/A. 

 1. Management by Objectives (MBO): 

The term Management by Objectives was first termed by management guru Peter Drucker in 

his 1954 book, The Practice of Management 

This method focuses on improving the organization’s performances by defining clear objectives 

both agreed by the employees and the managers. The objectives set should be challenging yet 

achievable. Both managers and employees should review past performance and pinpoint the 

problems. The information acquired then should be used to address organizational goals and 

needs. 

The practitioners of MBO believes that it helps in employee motivation and commitment. It also 

builds healthy communication between the management and employees. 

Steps in MBO (Also called MBO Process Cycle) 

In the first step, MBO emphasizes measurable, tangible, and achievable goals, keeping the 

organizational mission in mind. 

The second step is to translate these objectives into the employees. 

In the third step, the employees are allowed to plan their objectives. 

In the fourth step, the progress of the employees is monitored. 

The fifth step is to evaluate and reward employees. Honest feedback is given, and also new 

strategies for goals not achieved are established. 

2. Psychological Appraisals 

Psychological appraisal is one of the most exciting and intuitive appraisal methods. This method 

assesses the employees’ potential for future performance rather than their past one. It focuses 
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on employees' emotional, intellectual, and other personal characteristics affecting their 

performance 

This method suits the best for the workforce today. Employees now are quite vulnerable and 

often fall into the pit while balancing their work and personal life. This method understands 

that aspect and allows employees to shine in the future. 

3. 360 Degree Feedback 

360-degree feedback is a systematic collection and feedback of performance data for 

employees collected from all his/her peers, supervisors and even customers. 

This is one of the most widely used appraisal methods. Since, the participation of the managers, 

peers, customers are involved, this method gives an overview of the performance reviews 

collectively. This helps in the performance appraisal process to have a diverse outlook. 

4. Assessment Centre Method 

In this method, employees are assessed to participate in activities like in-basket exercises, role-

playing, discussions, computer simulations, etc. They are evaluated in terms of their persuasive 

ability, communication skills, confidence, sensitivity to others’ feelings, mental alertness, 

administrative ability, etc. 

This entire exercise is done under the trainer, who observes the employee behavior and then 

discusses it with the rater, which evaluates the employee’s performance. 

5. Behaviorally Anchored Rating Scale (BARS) 

Behaviourally Anchored Rating Scales are designed to bring the benefits of both qualitative and 

quantitative data to the employee appraisal process. BARS compare an individual’s 

performance against specific examples of behavior anchored to numerical ratings. 

It compares an individual’s performance against specific examples of behavior that are tied to 

numerical ratings of 5 to 9. Behaviorally Anchored Rating Scale is usually represented as a 

vertical rating graph. These behavioral anchor points are collected using Critical Incident 

Techniques (CIT), which are procedures used for documenting human behavior that is of 

significance in a particular arena. 
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6. 720 Degree Method 

In this method, the assessment is done not only by the stakeholders within the company but 

also from the groups outside the organization. These external groups who assess the 

employee’s performance are customers, investors, suppliers, and other financial institutions. 

It is one of the most crucial modern methods of performance appraisal because this is the only 

group that determines the organization’s success as a whole. 

Nowadays, companies use the modern methods of performance appraisal, which have a 

broader scope than the traditional methods and provides a more accurate and comprehensive 

evaluation of an individual. 

7. Cost Accounting Method 

JOB EVAUALTION VERSUS PERFORMABNCE APPRASIAL. 

This method evaluates the employees’ performance from the monetary output an organization 

yields from their input. This is ascertained by analyzing the cost involved in retaining the 

employees with the benefits an organization yields from their inputs. 

Performance management is a partnership between an employee and his/her supervisor to 

optimize performance, build effective feedback and communication, enhance employee growth 

and development, and develop goals that are consistent with department/college strategic 

plans. 

A performance evaluation is a part of performance management. The distinctions between the 

two are highlighted below. 

Performance Evaluation       Performance Management 

Focus is on evaluation      Focus is on employee development 

Seen as a once-a-year event Seen as an ongoing, daily process 

Discussions happen when salary increases are awarded or performance problems emerge    

Discussions happen frequently; formally at least twice a year 

Forms are designed to evaluate performance and rank employees Forms are designed to 

evaluate performance and plan for employee development 
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Feedback occurs primarily in the appraisal/review discussion  Both positive and negative 

feedback occur frequently  

Supervisors are encouraged to evaluate performance within the context of performance 

management. 

PROMOTION: 

Promotion means the advancement of an employee to a higher job involving more work, 

greater responsibility and higher status. It may or may not be associated with the increment in 

salary. 

Promotion is one of the best forms of incentives and it provides higher responsibilities, better 

salary, high morale and job satisfaction to the employees. Practically, all the employees aspire 

for career advancement and promotion is an advancement of the employee in the 

organisational hierarchy. 

Opportunities for advancement in service are one of the best incentives an organisation can 

provide to its employees. Practically, in all organisations, there are only a few employees who 

are always satisfied with their existing jobs. The desire to advance and increase one’s status is a 

basic urge in all human beings. 

Satisfaction of that desire keeps most people striving for higher status and better pay, which in 

turn improves their standard of living, morale and job satisfaction. Thus, advancement is one of 

the best forms of incentives, which generates a sense of loyalty towards the organisation and 

keeps the employees busy in investing their sincere efforts in the hope of getting further 

advancement. 

For an employee, a job may be better even if it has more favourable working hours, better 

location or working conditions. Employees do seek their placement to better jobs in these 

terms as well. But such placements cannot be called promotions. Only the advancement of a 

present employee to ajob which involves greater skill or responsibilities and higher pay is 

considered as promotion. 

Promotion means the advancement of an employee to a higher job involving more work, 

greater responsibility and higher status. It may or may not be associated with the increment in 

salary. Sometimes, salary of the employee also increases with the promotion. Sometimes it is 

not so. When an employee is promoted but his salary does not increase it is known as dry 
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promotion. Promotion means the placement of an employee on a higher post involving greater 

amount of responsibility, better status, more pay and more perks. 

DEMOTION 

A demotion refers to a permanent reassignment to a lower position than the employee had 

worked previously. The position will generally have a lower level of responsibility or required 

skill, and a lower pay grade than the previous position. 

Demotions can be either voluntary or involuntary and can occur due to poor employee 

performance, position elimination, disciplinary actions or organizational restructuring. A 

demotion can allow a company to retain an employee it deems valuable by returning him or her 

to the previous position. However, it is also possible that the employee will not respond well to 

the demotion, and if the demotion is a result of employee misconduct, it can send the message 

to other employees that the company is lax about disciplinary action. 

TRANSFER: 

Transfer is a process of placing employees in positions where they are likely to be more 

effective or where they are to get more job satisfaction. 

In transfers, there is no change in the responsibility, designation, status or salary. It is a process 

of employee’s adjustment with the work, time and place. Transfer may also be made as a 

disciplinary action. 

According to Edwin Flippo, a transfer, “is a change in job where the new job is substantially 

equal to the old in terms of pay, status and responsibilities” 

: Transfer is a movement of the employee from one job to another job or some other place 

without change in status, responsibilities and salary. 

Transfer means a change in job assignment. It refers to a horizontal or lateral movement of an 

employee from one job to another in the same organization without much change in his status 

or pay package 

Transfer causes a shift of individual from one job to another without there being any marked 

change in his responsibilities, skills and other benefits. 

Transfers must be ordered based on certain company-specific principles or dogma. Transferring 

an employee without adhering to policies or norms may lead to deteriorated industrial 
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relations. The management might think of issuing transfer orders, treating each case on its 

own merit. 

Transfer means a change in job assignment. It refers to a horizontal or lateral movement of an 

employee from one job to another in the same organization without much change in his status 

or pay package. Transfer causes a shift of individual from one job to another without there 

being any marked change in his responsibilities, skills and other benefits. 

Transfer is the movement of an employee from one job to another. “A transfer involves a 

change of job without any significant increase in responsibility or income, and a promotion 

involves a change in which a significant increase in responsibility or income occurs.” 

However, this difference between promotion and transfer should be treated as a broadly 

conceived idea only. Sometimes, transfers may (and often do) involve some changes in 

responsibilities and duties. 

Sometimes they may involve change in pay also. For example, in permanent personnel 

transfers, an employee normally receives the rate of pay on the job to which he is transferred. 

In case of production transfers rate of the earlier job, or that of the new job whichever is 

higher, is paid. On temporary transfers, employees may continue receiving their usual rate. 

Transfers are an important source for internal recruiting. 

Transfer is a process of placing employees in positions where they are likely to be more 

effective or where they are to get more job satisfaction. In transfers, there is no change in the 

responsibility, designation, status or salary. It is a process of employee’s adjustment with the 

work, time and place. Transfer may also be made as a disciplinary action. In Government 

service, employees are transferred due to administrative reasons. Transfer is a movement of 

the employee from one job to another job or some other place without change in status, 

responsibilities and salary. 

TRANING 

Training is that process by which the efficiency of the employees increases and develops. 

Training is a specialised knowledge which is required to perform a specific job. 

Training has been defined by different scholars of management. Some important definitions of 

training are as under: 
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In the words of Dale S. Beach, "Training is the organised procedure by which people learn 

knowledge and Improve skill for a definite purpose." 

In the words of Michael J. Jucius, "Training is a process by which the aptitudes, skills and 

abilities of employees to perform specific jobs are increased." 

According to Edwin B. Flippo, "Training is the act of increasing the knowledge and skill of an 

employee for doing a particular job." 

In the words of Dale Yoder, "Training is the process by which manpower is filled for the 

particular job it has to perform." 

In simple words, to provide ability to the employee to perform a specific job is called training. 

Thus, the art. Knowledge and skill to accomplish a specific job in a specific way is called training. 

At all levels of organisation training and development programmes are needed in order to make 

qualitative improvement in the work of the employees. 

Employee Training is bifurcated into on-the-job training and off-the-job training methods 

having different sub-methods of training given for different purposes  to different types of 

employees holding or going to hold different jobs. In India At NTPC (National Thermal Power 

Corporation), is providing one  

year training program to its newly joined employees, off-the-job training by way of classroom 

method for period of six months and on-the-job training by way of job rotation method for 

remaining six months. Boston Consulting Group's (BCG) India, is providing on-the-job training 

by live case studies for its newly joined employees followed by induction programme. 

OBJECTIVES OF TRANNING 

Training is the act of increasing the knowledge and skills of an employee for doing a particular 

job.” — Edwin B. Flippo 

Training is an organized activity for increasing the technical skills of the employees to enable 

them to do particular jobs efficiently. In other words, training provides the workers with facility 

to gain technical knowledge and to learn new skills to do specific jobs. Training is equally 

important for the existing as well as the new employees. It enables the new employees to get 

acquainted with their jobs and also increase the job-related knowledge and skills. 
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Objectives of Training: 

The objectives of training are as follows: 

1.To provide job related knowledge to the workers. 

(ii) To impart skills among the workers systematically so that they may learn quickly. 

(iii) To bring about change in the attitudes of the workers towards fellow workers, supervisor 

and the organization. 

(iv) To improve the productivity of the workers and the organization. 

(v) To reduce the number of accidents by providing safety training to the workers, 

(vi) To make the workers handle materials, machines and equipment efficiently and thus to 

check wastage of time and resources. 

(vii) To prepare workers for promotion to higher jobs by imparting them advanced skills. 

Need and Importance 

i) Higher Productivity: 

It is essential to increase productivity and reduce cost of production for meeting competition in 

the market. Effective training can help increase productivity of workers by imparting the 

required skills. 

(ii) Quality Improvement:  

The customers have become quality conscious and their requirement keep on changing. To 

satisfy the customers, quality of products must be continuously improved through training of 

workers. 

(iii) Reduction of Learning Time: 

Systematic training through trained instructors is essential to reduce the training period. If the 

workers learn through trial and error, they will take a longer time and even may not be able to 

learn right methods of doing work. 

(iv) Industrial Safety: 
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Trained workers can handle the machines safely. They also know the use of various safety 

devices in the factory. Thus, they are less prone to industrial accidents. 

(iv) Reduction of Turnover and Absenteeism: 

Training creates a feeling of confidence in the minds of the workers. It gives them a security at 

the workplace. As a result, labour turnover and absenteeism rates are reduced. 

(vi) Technology Update:  

Technology is changing at a fast pace. The workers must learn new techniques to make use of 

advance technology. Thus, training should be treated as a continuous process to update the 

employees in the new methods and procedures. 

(vii) Effective Management: 

Training can be used as an effective tool of planning and control. It develops skills among 

workers and prepares them for handling present and future jobs. It helps in reducing the costs 

of supervision, wastages and industrial accidents. It also helps increase productivity and quality 

which are the cherished goals of any modern organization.. 

More clarity for learners 

The most basic advantage of learning objectives is that they enable you to clearly explain to 

your learner what the purpose of their training is. Learners take their course and are aware of 

the information and skills that they should be gaining. 

2. Creates a clear path to reaching your business’s overall learning goal 

With each course having a learning objective, you can see whether a course that’s been created 

actually meets that objective and whether it fits in with your overall training goal. If it doesn’t, 

you can then edit and adapt your training to ensure it helps to reach your target. 

3. Helps build more focused courses 

When creating your training courses, having an objective in mind helps you to tailor the content 

towards reaching it. You can hone in on building a course that only contains the information 

needed to reach the objective and give your learner the best chance of success. 

 



DNYANSAGAR ARTS AND COMMERCE COLLEGE, BALEWADI, PUNE – 45 

 

Subject: HUMAN RESOURCE PRAC.           Subject code 405                        Class: SYBBA  

 

PROF. CHHAYA KHOKRALE  www.dacc.edu.in 

 

4. Saves on resources 

Often avoided as it’s seen as a time-consuming task, in reality, establishing training objectives 

from the offset saves your training project time, money, and resources. Objectives help you 

focus on the most important content you need to create, enable you to create it quickly, and 

ensure you don’t make costly mistakes by having to re-create course content. 

How to develop learning objectives with Bloom's taxonomy 

There are a few methods that businesses can use to develop training objectives, but the most 

famous and one of our favorites is Bloom’s taxonomy. Bloom’s taxonomy simply enables you to 

create and set different objectives that are measurable for your learners. The taxonomy 

consists of 6 objectives that are knowledge-based. Each of these is also paired with action verbs 

that help you describe the activity that should be taking place. 

1. Knowledge 

This is about recognizing and remembering specific facts and statements from the material 

being learned. Knowledge is seen as the least substantial level in the taxonomy. Although 

important, regurgitating facts doesn’t necessarily guarantee your learners understand what 

they’re learning. For this stage, common action verbs would be: arrange, match, identify, 

memorize, select, and name. For certain courses, the knowledge stage works well. An example 

of this is with compliance training, recalling facts and steps is particularly important. Therefore, 

creating a course with a multi-choice or true or false quiz shows that facts have been learned. 

2. Comprehension 

While knowledge is just about remembering facts, comprehension goes a step further and asks 

learners to demonstrate an understanding of the information being presented to them. Action 

words here are: describe, explain, summarize, discuss, illustrate, and identify.   For corporate 

training, this could be done by requesting long-form answers to questions where the learner 

describes what they’ve learned. 

3. Application 

With knowledge and comprehension, your learners then need to be able to demonstrate how 

what they have learned is actually applicable to life. This is a key step. In the past, we’ve shared 

that adults are problem solvers and to learn at their best, they need to understand how they 

can use what they’ve learned in their roles. Action words for application are: use, apply, 
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demonstrate, solve, employ, and perform. Again, asking after completing a course how the 

information being provided could be used by a learner is critical here. 

4. Analysis 

In order to gain a deeper understanding, your learner needs to be able to break down each part 

of the learning and understand how they work together and the overall structure. It also 

involves establishing evidence to prove the information works. Here, action words that can be 

used are: analyze, compare, contrast, discover, and model. With corporate training, this can be 

done by asking your learners to list how their training can help, then request them to analyze 

and provide examples to back up their claims. 

5. Evaluating 

At this point, the learner should critique and judge what they’ve learned. The should be able to 

question the validity of what they have learned,  its relevance to them and what it’s attempting 

to achieve. Action words could be: Judge, critique, argue, assess, score, and evaluate. For 

corporate training, you can do this by having interactions with the instructor and encouraging 

feedback. Or through an LMS forum, where learners can critique between themselves the 

relevance of the information. 

6. Creating 

The final stage, creating, suggests learners put all the elements they’ve learned together as a 

whole. This should lead to them creating “a product, plan or proposal that is new to them.” The 

actions words here can be: create, design, construct, invent and develop. For your training, you 

can request your learners to assess a process that’s already in place and ask how they can 

design a new process or plan with the information they have learned. 

Tips for establishing training objectives 

If you’re a little overwhelmed with the idea of forming learning objectives of your own, just 

remember to keep them to the point. Training objectives should be short, concise, and easily 

understood. That way you and your learners know the exact outcome that should arise from 

completing a course. If not, then something is going wrong and you’ll need to reassess what the 

core objective for your training is. Once you’ve got your action verb and a short objective, you 

should be easily able to measure your training and assess if it’s meeting your overall training 

goals. 
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Interested in improving your learner's experience further? Read our latest eBook that shares a 

5-step engagement formula as well as proven tactics our expert Customer Success team not 

only advocate to our customers, but use themselves. 

METHODS OF TRAINNING 

|On-the-job training or internal training 

Off-the-job training or external training 

The classification of the different types of Training method is shown following chart and 

explained below; On-the-job training or internal training 

These methods are generally applied in the workplace while employees are actually working. 

This form helps particularly to develop the occupational skills necessary to manage an 

organization, to fully understand the organization’s products and services and how they are 

developed and carried out. 

Following are the on-the-job methods. 

Apprenticeship programs. 

Job instruction training (JIT). 

Planned progression. 

Job rotation. 

Creation of assistant – to positions. 

Temporary promotions. 

Committees and junior boards. 

Coaching. 

Apprenticeship programs 

People seeking to enter the skilled trades to become, for example, plumbers, electricians, 

Ironworkers are often required to undergo apprenticeship training before they are accepted to 

journeyman status. 
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Typically this apprenticeship period is from two to five years. During this period, the trainee is 

paid less than a qualified worker. 

These programs put the trainee under the guidance of a master worker. 

Job instruction training (JIT) 

JIT consists of four basic steps; 

preparing the trainees by telling them about the job and overcoming their uncertainties; 

presenting the instruction, giving essential information in a clear manner; 

having the trainees try out the job to demonstrate their understanding; and 

placing the workers into the job, on their own, with a designated resource person, who is ready 

to provide the required assistance. 

Planned progression 

It is a technique that gives employees a clear idea of their path of development. They know 

where they stand and where they are going. 

They must know the requirements for advancement and the means of achieving it. 

Job rotation 

It involves periodically moving people from one job to another.The purpose of job rotation is to 

broaden the knowledge of managers or potential managers. It also increases their experiences. 

Trainees learn about the different enterprise functions by rotating into different positions. 

They may rotate through 

(1) non-supervisory work, 

(2) observation assignments, 

(3) various managerial training positions, and 

(4) middle-level assistant positions 

Such movement prevents stagnation. 
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Other reasons for rotating people include compensating for a labor shortage, safety and 

preventing fatigue. 

Creation of assistant – to positions 

Assistant-to positions are frequently created to broaden the viewpoints of trainees by allowing 

them to work closely with experienced managers who can give special attention to the 

development needs of trainees. Managers can give selected assignments to test the judgment 

of trainees. 

This approach can be very effective when superiors are also qualified trainers who can guide 

and develop trainees until they are ready to assume full responsibilities as managers. 

Temporary promotions 

Individuals are frequently appointed as acting managers when, for example, the permanent 

manager is on vacation, is ill or is making an extended business trip or even when a position is 

vacant. 

When the acting manager makes decisions and assumes full responsibility, the experience can 

be valuable. In this way, managerial people can be trained up well. 

Committees and junior boards 

These give trainees opportunities to interact with experienced managers. 

The trainees become acquainted with a variety of issues that concern the whole organization. 

They learn about the relationships among different departments and the problems created by 

the interaction of these organizational units. 

Trainees may be given the opportunity to submit reports and proposals to the committee or 

the board and to demonstrate their analytical and conceptual abilities. 

Coaching 

On-the-job training is a never-ending process. 

A good example of on the job training is athletic coaching. To be effective, which is the 

responsibility of every line manager, must be done in a climate of confidence and trust between  
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the superior and the trainees.Patience and wisdom are required of superiors who must be able 

to delegate authority and give recognition and praise for jobs well done. 

Effective coaching will develop the strengths and potentials of subordinates and help them 

overcome their weakness. 

Coaching requires time, but if done well, it will save time and money and will prevent costly 

mistakes by subordinates; thus, in the long run, it will benefit all – superior, the subordinates, 

and the enterprise.Off-the-job training or external training 

Off-the-job training is sometimes necessary to get people away from the work environment to 

a place where the frustrations and buzz of work are eliminated. 

Training is generally given in the form of lectures, discussions, case studies, and 

demonstrations. This enables the trainee to study theoretical information or be exposed to new 

and innovative ideas. 

Advantages of Off-the-Job Training 

Off-the-job training has the following advantages : 

It does not disrupt the normal operation. 

Trainers are usually experienced enough to train, 

It is systematically organized, 

Efficiently created programs may add a lot of values. 

Disadvantages of Off-the-Job Training 

It is claimed that off-the-job training faces the following limitations: 

It is not directly in the context of the job, 

It is often formal, 

It may not be based on experience, 

It is expensive, 

Trainees may not be much motivated, 
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It is artificial in nature. 

Methods of Off-the-Job Training are; 

Lectures. 

Straight lecture. 

Discussion method. 

Demonstrations. 

Seminars and conferences. 

Reading, television and video instructions. 

Business Simulation. 

Cases presentation. 

Equipment simulators. 

Business games. 

Experimental exercise. 

Role-playing. 

Behavior Modeling. 

Computer modeling. 

Vestibule training. 

Sensitivity Training (T-groups). 

Computer-based training. 

However, there are also many off-the-job techniques for training and developing employees 

and managers such as: 

Lectures 
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The lecture is one of the oldest forms of training, second to demonstrate. In the early days, 

knowledge was transferred through demonstrations. 

Lecture may be printed or oral. It is the best used to create an understanding of a topic or to 

influence attitudes through education or training about a topic. 

The lecture is merely telling someone about something. There are variations of a lecture 

format. 

Straight lecture 

It is an extensive presentation of information, which the trainee attempts to absorb. The 

lecture is typically thought of in terms of a person (trainer) speaking to a group about a topic. 

It is a short version of a lecture. It has the same features as the lecture but usually lasts less 

than twenty minutes if done orally. 

During a straight lecture, the trainee does little except listen, observe and perhaps take notes. It 

is useful when a large number of people must be given a specified set of information. The oral 

lecture should not contain too many learning points unless the printed text accompanies the 

lecture. 

Trainees will forget information provided orally. Short lectures are usually better. 

Longer lectures can be effective if the length is due to examples and clarifying explanations. A 

major concern about the straight lecture method is the inability to identify and correct 

misunderstandings. 

Discussion method 

The discussion method uses a lecture to provide trainees with information that is supported, 

reinforced and expanded on through interactions both among the trainees and between the 

trainer and trainees. 

It provides a two-way flow of communication. Knowledge is communicated from the trainer to 

the trainees. Quick feedback is ensured. 

A better understanding is possible. Questioning can be done by both the trainer and the 

trainees 
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Demonstrations 

A demonstration is a visual display of how to do something or how something works. To be 

effective, a demonstration should, at a minimum, be accompanied by a lecture and preferably 

by a discussion. 

Demonstrations; 

Break the tasks to be performed into smaller and easily learned parts; 

Sequentially organize the parts of the tasks; 

Complete each of the following steps for each part of the task; 

Tell the trainees what trainer will be doing so they understand what he will be showing them; 

It serves to focus on trainee’s attention on the critical aspects of the task; 

Demonstrate the task, describes what trainees are doing while the trainer is doing it; 

After demonstrating each part of the task, the trainer explains why it should be performed in 

that way. 

Following steps will increase the value of the demonstration 

Ask the trainee to talk through the task before actually doing it; 

Give the trainee opportunity to do the task and describe what he or she is doing; 

Provide feedback, both positive and negative; 

Let the learner practice. 

Lectures, Discussions, and Demonstrations: An Analysis 

Lectures, discussions, and demonstrations provide a high degree of trainer control over the 

training process and content. However, as the training becomes more interactive, control shifts 

more to the trainees. 

Trainee questions or answers to questions shape the content of what is covered. The group 

dynamics help to shape the process used by the trainer in presenting the information 
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As the objectives for knowledge acquisition increases, the amount of two way interaction 

required for learning must also increase. A disadvantage is that it decreases trainer control over 

what is learned and increases the time required for learning 

The lecture is the most useful when trainees lack declarative knowledge or show attitudes that 

conflict with the training objectives. The printed or video lecture is more effective because they 

can be studied in more depth and retained to refresh learning over time 

The discussion method is more effective than the straight lecture for learning higher- order 

knowledge, such as concepts and principles and for altitude changes 

If the training objective is skill improvement, the demonstration may be appropriat 

However, training objectives often include both knowledge and skill development; that is, 

knowledge is a prerequisite for the skill. The demonstration is also effective for complex tasks. 

The discussion method is more effective than the straight lecture at producing attitude 

changes. Because attitudes consist of a person’s belief and feelings about an object or event, 

they can be modified by new learning. The discussion can change employee attitudes by 

providing new insights, facts, and understanding. 

Lectures, discussions, and demonstrations are good at capturing trainee’s attention, at least in 

the short run. They show some strength in the area of retention, especially discussion and 

demonstrations. 

Seminars and conferences 

Conference programs may be used in internal or external training. 

During conference programs, managers or potential managers are exposed to the ideas of 

speakers who are experts in their fields. A careful selection of topics and speakers will increase 

the effectiveness of this training device. 

Conferences can be made more successful by including discussions. Two-way communications 

allow participants to ask for clarification of specific topics that are particularly relevant to them. 

Reading, television and video instructions 

Another approach to training and development is the planned reading of relevant and current 

management literature. This is essentially self-development. 
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A manager may be aided by the training department, which offer develops a reading list of 

valuable books. This learning experience can be enhanced through discussion of articles and 

books with other managers and the superior. 

Management and other topics are featured in television programs. Moreover, videotapes on a 

variety of subjects are available for the usage in the university or company classrooms. 

Business simulation 

Any training activity that explicitly places the trainee in an artificial environment that closely 

mirrors actual working conditions can be considered a simulation. 

Training games and simulations are designed to reproduce or simulate processes, events, and 

circumstances that occur in the trainee’s job. 

Trainees can experience these events in a controlled setting where they Can develop their skills 

or discover concepts that will improve their performance. Simulation activities include case 

exercises, 

equipment simulators, experiential exercises, complex computer modeling, role play, and 

vestibule training.ases presentation 

Case studies attempt to simulate decision-making situations that trainees might find on the job. 

The trainee is usually presented with a written history, key elements and the problem of a real 

or imaginary organization or subunit. A series of questions usually appears at the end of the 

case. 

Typically, trainees are given time to digest the information individually. If time permits, they are 

also allowed to collect additional relevant information and integrate it into their solutions. 

Once individuals arrive at their solutions, they may meet in small groups to discuss the different 

diagnoses, alternatives, and solutions generated. 

Then the trainees meet with the trainer, who facilitates and directs further discussions. The 

trainer should convey that no single solution is right or wrong, but many solutions are possible. 

The learning objective is to get trainees to apply known concepts and principles and discover 

new ones. 
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Equipment simulators 

Equipment simulators are mechanical devices that require the trainee to use the same 

procedures, movements, or decision process, they would use with equipment back on the job. 

Simulators train airline pilots, air traffic controllers, taxi drivers, etc. it is important that 

simulators be designed to replicate, as closely as possible, the physical aspects of the 

equipment operating environment trainees will find on their job site. 

Business games 

Business Games are simulations that attempt to represent the way industry, company, and a 

subunit of a company function. They are based on a set of relationships, rules, and principles 

derived from theory or research. 

However, they can also reflect the actual operations of a given department in a specific 

company. 

Trainees are provided with information describing a situation and are asked to make decisions 

about what to do. The system then provides feedback about the impact of their decisions and 

they are asked to make other decisions. 

This process continues until some predetermined set of the organization exists or a specified 

number of trials are completed., 

For example, if the focus is on the financial state of a company, the game might end when the 

company reached a specified profitability level or when the company must declare bankruptcy. 

Business games involve an element of competition, either against other players or against the 

game itself. Some of the purposes for which businesses games have been developed and used 

are listed below  

Strengthen executive and upper management skills, 

Improve decision-making skills at all levels, 

Demonstrate principles and concepts, 

Integrate separate components of training into an integrated whole, 

Develop leadership skills, 
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Explore and solve complex problems in a safe, simulated setting. 

Improve the application of total quality principles and develop skill in using quality tools. 

Experimental exercise 

Experimental exercises are usually short, structured learning experiences where individuals 

learn by doing. 

For example, an experimental exercise could be used to create a conflict situation where 

employees have to experience a conflict personally and work out its resolution 

After completing the exercise, the trainer typically discusses what happened and introduces the 

theoretical concepts to help explain the members’ behavior during the exercise. 

Role-playing 

Role-playing is a training technique in which trainees act out roles or parts in a realistic 

management situation. 

The aim is to develop trainees’ skills in areas like leadership and delegating. It is an enactment 

or simulation of a scenario in which each participant is given a part to act out. 

Trainees are provided with a description of the context-usually a topic area, a general 

description of the situation, a description of their roles and the problem they face. Role plays 

may be structured, and spontaneous 

PROCESS OF TRAINNING. 

. Analysing strategic training needs 

An analysis of needs may be conducted by interviewing line managers, frontline service 

employees or customers. Observing the behaviour of frontline employees and on that basis 

performing a gap analysis is also a good alternative. To best optimize the value of the program, 

it is important to align these needs with the organization’s strategic goals. 

2. Design and development of training program 

Once the needs have been identified, measurable objectives can be set. These should include 

desired behavioral changes as well as the desired organizational impact. Once these are in 

place, the training program can be designed and developed. 
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3. Delivery and implementation of training program 

The delivery of the training program is more than just employees attending a course. Effective 

training includes pre-training motivation for the course, a follow-up process with feedback on 

behavioral changes, involvement of customers and line managers in anchoring the training, and 

identification and removal of barriers to implementation of new behavior. The elements which 

are outside the actual course itself are more than 60 per cent of the success of any training 

program. 

4. Measure and evaluate training outcomes 

Measuring, tracking and evaluating the training program are key components in effective 

training program. To start off with, collecting base-line data before the beginning of the training 

is a necessity. Let’s imagine the objective of the training is to get helpdesk request accuracy to 

90 percent. To measure the improvement, you need to know which metrics to measure and 

what the current level is versus the after-training level. As part of an evaluation, you can then 

ask questions such as: Was the training effective? Did it change the behavior, improve the 

service value or any of the other strategic needs it intended? Which parts of the training were 

effective, and which were not? 

Evaluating the training effectiveness 

It is only possible to assess the effectiveness of a training program through proper evaluation. 

While most service providers say they evaluate and show processes, which include this, the 

reality is that most service providers do not execute on this step very well. 

Evaluation of training can be conducted in many ways, but only a few of them are relevant and 

contribute to effective training. Our graphic below illustrate the five dimensions of training 

evaluation:Service employee training evaluation 

These five levels of training evaluation should be understood quite literally. Whereas level 5 is 

the most effective way of evaluating a training program, level 1 is considered to be the least 

effective way, but also the most common way, of evaluating any training program. 

Level 1 – Satisfaction: 

The most basic, yet least effective level of evaluation, is to simply ask the training attendees 

whether or not they liked the training program. Typically, such study is conducted through 

written surveys, which  
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are handed out right after the course where the participants are encouraged to write 

comments. The survey will often hold questions with regard to the form of the training, 

instructors, presentations and learning environment. 

In the meantime, the problem with such surveys is that studies have shown that the correlation 

between satisfaction and learning is very close to zero. Sadly, most training programs are 

evaluated using satisfaction surveys. 

Level 2 – Measure learning: 

At this level the purpose is to examine if the employee has learned something based on the 

material. To find out, oral, written or role-playing examinations are often conducted. The test 

should be measured based on quantitative methods that are compared before and after the 

training. 

Level 3 – Behaviour: 

In terms of behaviour, it is evaluated if the employees actually use and apply the knowledge 

they have gained during the training program. Even though training is about changing 

behaviour, studies show that only 15-20 percent of people attending a course subsequently 

change any behaviour.  Five requirements must be met before changes in behaviour will occur: 

1) Desire to change, 2) knowledge of what to do and how to do it, 3) the right job climate, 4) 

help in applying what was learned during training and 5) reward for changing behaviour 

Level 4 – Organizational Performance: 

Based on the premise that the objective of the majority of training programmes is to meet 

operational standards, improve employee engagement or performance levels, it is relevant to 

evaluate the training programme against these desired organizational results. The data 

collected at this level may be a combination of interviews and data available from internal 

databases. 

Level 5 – ROI: 

The final level evaluates whether the training programme was worth the investment. 

Measuring Return on Investment (ROI) is a simple but effective way to answer this question. Is 

the benefit more worth than the initial investment? 
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Eager to know more about effective training of service employees? Download our White Paper: 

Effective training of front-line employees. For more insights on Service Management, sign up 

for our newsletter in the right-hand column. 

IMPORTANCE OF TRANNING 

raining is crucial for organizational development and success. It is fruitful to both employers 

and employees of an organization. An employee will become more efficient and productive if 

he is trained well. 

Training is given on four basic grounds: 

    1.    New candidates who join an organization are given training. This training familiarize them 

with the organizational mission, vision, rules and regulations and the working conditions. 

    2.    The existing employees are trained to refresh and enhance their knowledge. 

    3.    If any updations and amendments take place in technology, training is given to cope up 

with those changes. For instance, purchasing a new equipment, changes in technique of 

production, computer implantment. The employees are trained about use of new equipments 

and work methods. 

    4.    When promotion and career growth becomes important. Training is given so that 

employees are prepared to share the responsibilities of the higher level job. 

The benefits of training can be summed up as: 

    1.    Improves morale of employees- Training helps the employee to get job security and job 

satisfaction. The more satisfied the employee is and the greater is his morale, the more he will 

contribute to organizational success and the lesser will be employee absenteeism and turnover. 

    2.    Less supervision- A well trained employee will be well acquainted with the job and will 

need less of supervision. Thus, there will be less wastage of time and efforts. 

    3.    Fewer accidents- Errors are likely to occur if the employees lack knowledge and skills 

required for doing a particular job. The more trained an employee is, the less are the chances of 

committing accidents in job and the more proficient the employee becomes. 
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    4.    Chances of promotion- Employees acquire skills and efficiency during training. They 

become more eligible for promotion. They become an asset for the organization. 

    5.    Increased productivity- Training improves efficiency and productivity of employees. Well 

trained employees show both quantity and quality performance. There is less wastage of time, 

money and resources if employees are properly trained.E-TRANING 

entraining or e-training means training with electronic platform. Companies can use it to teach 

employees without assembling them in one location at the same time. This saves considerable 

time, effort and organisational strife and ensures that an entire workforce can be kept up to 

date with the latest procedures and policies. 

Quite simply, e-learning is electronic learning, and typically this means using a computer to 

deliver part, or all of a course whether it’s in a school, part of your mandatory business training 

or a full distance learning course 

Impact of E-Learning in Training  and  Development can be viewed as a means of delivering 

three key outcomes: improved and consistent rates of lifelong learning, improved productivity 

and improved innovation and completeness. 

Employee emphasized just in time training is the premium value added feature of E-learning. E-

learning is flexible. Employer can integrate individual learning with organizational needs and 

provide employee with the knowledge and skills  they need when they need them. E-learning is 

especially effective at linking  learning with work. Employers can design training system that use 

equipment and technology that is already part of organizational process. 

Cost effectiveness  is considered another prime reason to use e-learning especially for the 

organization that are already using information and communication technology. The other 

aspect of cost effectiveness is the value-added realized by using ICTs  for both working and 

learning. 

Through e-learning, employees  control over learning  because it provides improved access to 

learning opportunities and a safe, non-judgmental learning environment’s-learning encourages 

information sharing ,collaboration and interaction and it helps participants to exchange  

information without the dependency . The key is that the alternative and flexible learning 

allowed by technology can reduce psychological obstacles as well as the practical difficulties of 

scheduling learning activities around work periods. 
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E-learning offers  significant social and economic advantage over traditional class room 

learning. Using CDROM or internet technology e-learning can be delivered on demand, when 

and where it is needed. Because of the nature of e-learning with its visual and auditory 

reinforcement of information and  

individualized feedback mechanism, learning time is greatly reduced.Morever,it helps in 

monitoring of the learning process, community building and motivation. 

Embracing e-learning for training & development is not a just good idea, but it is necessary. E-

learning has the potential to transform how and when employee will learn. Learning will 

become more integrated with work and will use shorter, more modular, just in time delivery 

system’s-learning.,therfore,Learners can integrate learning into work more effectively. 

EXECUTIVE DEVLOPMENT  

Everything you need to know about executive development. 

 

Executive development – or simply development because it refers to learning opportunities 

thrown open to managers working at various levels – is any attempt to improve managerial 

performance by imparting knowledge, changing attitudes or increasing skills. 

 

The aim of development is not just to improve current job performance of managers but to 

prepare them for future challenging roles. 

 

Executive development or management development is a systematic and continuous process 

through which the executives learn advanced knowledge and skills in managing. 

 

Executive Development Programme (EDP) is a planned and organised process of learning and 

growth designed to improve managerial behaviour and performance of executives by 

cultivating their mental abilities and inherent qualities through the acquisition and application 

of advanced knowledge insights and skills. 
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In the words of Michael Armstrong, “Executive development is eventually something that the 

executive has to attain himself. But he will do this much better if he is given encouragement, 

guidance and opportunity by his company” 

1. Introduction to Executive Development 2. Meaning and Definition of Executive Development 

3. Concept 4. Objectives 5. Need 6. Levels 7. Principles 

8. Importance 9. Process 10. Factors Influencing 11. Methods 12. Obstacles  13. Perquisites for 

Success 14. Evaluation. 

Executive Development: Meaning, Definition, Concept, Need, Importance, Factors, Methods, 

Obstacles and Evaluation 

Contents: 

Introduction to Executive Development 

Meaning and Definition of Executive Development 

Concept of Executive Development 

Objectives of Executive Development 

Need for Executive Development 

Levels of Executive Development 

Principles of Executive Development 

Importance of Executive Development 

Process of Executive Development 

Factors Influencing Executive Development Processes in Organizations 

Methods of Executive Development 

Obstacles that Hamper Executive Development 

Requisites for Success of Executive Development 

Evaluation of Executive Development 



DNYANSAGAR ARTS AND COMMERCE COLLEGE, BALEWADI, PUNE – 45 

 

Subject: HUMAN RESOURCE PRAC.           Subject code 405                        Class: SYBBA  

 

PROF. CHHAYA KHOKRALE  www.dacc.edu.in 

 

Executive Development – Introduction 

Executive development – or simply development because it refers to learning opportunities 

thrown open to managers working at various levels – is any attempt to improve managerial 

performance by imparting knowledge, changing attitudes or increasing skills. The aim of 

development is not just to improve current job performance of managers but to prepare them 

for future challenging roles.  

This would involve upgrading their knowledge, looking at things from a refreshing fresh angle or 

simply increasing their skill sets so that they can slip into complex and more demanding roles 

effortlessly. Development aims at building the competencies of people, of preparing them for 

planned career growth and is always future-focused. 

Development is different from training because it focuses on less tangible aspects of 

performance, such as attitudes and values. It is a long-term educational exercise that helps 

managers to acquire conceptual and theoretical knowledge in a systematic manner. 

The reasons for undertaking executive development in organizations may be summarized as 

follows: 

i. Change and competition are continuous features which require continuous adaptation by the 

organizations. For this, continuous upgradation of skills and competencies at all levels, 

specifically at the management levels, is necessary. 

 

ii. There is a need to hone the leadership skills of managers. Today’s organizations need leaders, 

not managers. The executive development programme (EDF) aims to address this particular 

need. 

 

iii. Continuous learning and knowledge development inform and mould managers, which also 

helps them gain the respect of their subordinates. Motivating the management towards 

learning executive development is a systematized approach. 

 

iv. Information technology (IT) has become an all pervasive phenomenon and a majority of the 

present-day organizational processes are seamlessly integrated with IT. The decision making 
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process has also been made easy with the help of IT support. It is thus necessary for the 

managers to become IT savvy to use IT for enhancing the performance of their departments. 

 

v. People management skills, along with technical skills, play a crucial role in the growth and 

evolution of managers. The EDF addresses the need for developing the human competencies of 

managers. 

 

Executive development is highly beneficial to both the organisation and the individuals. 

Employees and managers with relevant experiences and capabilities enhance the ability of an 

organisation to compete and adapt to a changing competitive environment. In the 

development process, the individuals’ careers also gain focus and evolve. The success of 

development effort, to be marked as effective depends upon the following inputs-  

Trainee’s personal characteristics, such as his intelligence and motivation to learn; his actual 

learning efforts. Development can turn out to be a fruitful venture, if the individual firmly 

believes in the exercise and seeks to undertake the explorative journey in a sincere way. All 

development is actually self-development. The motivation to change for the better should 

come from within. External factors could only facilitate the transformation process. 

Executive Development – What is Executive Development: Meaning and Definition Propounded 

by Terry, Koontz and O’Donnell, Beach, Armstrong & Flippo 

Executive development is considered as a systematic process of learning and growth through 

which executives gain and apply the knowledge, skills, and attitude to their jobs in the 

organisations efficiently and effectively. Executive development relates experience with 

learning. The main purpose of executive development is that managers should learn from their 

experiences. 

 

With the help of executive development the executives learn to improve their behaviour and 

performance. This process of learning is targeted towards the implication that there will be 

changed behaviour on the part of individual who are provided with adequate training and 

education. 



DNYANSAGAR ARTS AND COMMERCE COLLEGE, BALEWADI, PUNE – 45 

 

Subject: HUMAN RESOURCE PRAC.           Subject code 405                        Class: SYBBA  

 

PROF. CHHAYA KHOKRALE  www.dacc.edu.in 

 

Executive development or management development is a systematic and continuous process 

through which the executives learn advanced knowledge and skills in managing. Executive 

Development Programme (EDP) is a planned and organised process of learning and growth 

designed to improve managerial behaviour and performance of executives by cultivating their 

mental abilities and inherent qualities through the acquisition and application of advanced 

knowledge insights and skills. This definition points out two important elements of executive 

development.  

First, executive development will involve an improvement in the behaviour of the persons in 

the management, given the necessary training and education. 

 

Secondly, Executive development is a continuous process. It never stops. The executives keep 

on learning through job experiences and by participating in the training programme. 

 

In the words of George R. Terry, “Executive development should produce change in behaviour 

which is more in keeping with the organisation’s goals than the previous behaviour. Such a 

change frequently consists of a number of small steps resulting from the training, but the 

cumulative effect is considerable as the end result is sought. It is also basic that a terminal 

behaviour is identified before the development efforts start”. 

According to Koontz and O’Donnell, “Executive development concerns the means by which a 

person cultivates those skills whose application will improve the efficiency and effectiveness 

with which the anticipated results of a particular organisational segment are achieved”. 

  

According to Dale S. Beach, “The role of the company in management development is to 

establish the programme and the development opportunities for its present and potential 

managers”. 

 

In the words of Michael Armstrong, “Executive development is eventually something that the 

executive has to attain himself. But he will do this much better if he is given encouragement, 

guidance and opportunity by his company” 
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Flippo, “Executive Development includes the process by which managers and executives 

acquire not only skills and competency in their present jobs but also capabilities for further 

managerial tasks of increasing difficulty and scope”. 

 

Beach, “Executive development is a systematic process of training and growth by which 

individuals gain and apply knowledge, skill, insights and attitudes to manage work organizations 

effectively”. 

 

Bateman and Snell, “Executive development is teaching managers and professional employees 

broad skills needed for their present and future jobs”. 

Thus, from the above definitions, it is clear that the executive development is a systematic and 

planned process of growth and development by which managers develop their abilities to 

manage. Executive development is the result of not only participation in formal courses of 

instruction but also the result of the actual job experience.  

It aims at improving the performance of the managers by providing to them opportunities for 

growth and development. Mere classroom lectures of and class-study do not guarantee that 

the managers will develop but what is more important is the efforts of the managers 

themselves. 

Every manager should make his own contribution to his own development because others can 

create or provide only opportunities. The responsibility of the company is only to create or 

provide opportunities whereas the responsibility of the manager is to take full advantage of 

such opportunities to develop themselves. 

Executive Development VERSUS E TRAINI G 

inference # Training: 

 

1. Relevance – Training is mostly for non-managing staff and workers. 
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2. Nature – It focuses on technical and mechanical oriented operations. Training focuses on the 

current jobs. 

 

3. Emphasis – It is concerned with specific job skills and behaviour. 

 

4. Growth Opportunity – It may result in enhancement of a particular job skill. 

 

5. Motivation – In training motivation is extrinsic as it is the result of organisational initiative. 

 

6. Voluntary/Imposed – Training is usually imposed. 

 

7. Process – It is one-shot deal. 

 

8. Orientation – It is job-oriented process and is vocational in nature. 

 

9. Goals – Goals of training are short-term gains. 

 

Difference # Development: 

 

1. Relevance – The development is for managers and executives. 

 

2. Nature – It focuses on theoretical skills and conceptual ideas and prepares for the future job. 
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3. Emphasis – It is concerned with related enhancement of general knowledge and 

understanding of non-technical organisation functions. 

 

4. Growth Opportunity – It results in personal growth and development of overall personality. 

 

5. Motivation – In development, the motivation is intrinsic. 

 

6. Voluntary/Imposed – Development activities, such as those supplied by management 

development programmes, are generally voluntary. 

 

7. Process – It is a continuously on-going process. 

 

8. Orientation – It is general in nature and strives to inculcate initiative, enterprise, creativity, 

dedication and loyalty amongst executives. 

 

9. Goals – Goals of development are long-term accruals. 

 

Difference between Training and Development 

Training is often referred to as importing specific skills and behaviour. The specificity is in terms 

of learning a specific course content or skill like a computer language, machine operations, 

playing tennis, etc. The focus is on improvement in performance after training along with a 

perceptible behavioural change. In that sense, they differ slightly from conceptual or 

intellectual ones. 
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Training often caters to organizational needs. The training programme may be prompted 

because of certain changes present or anticipated in the structure and processes of 

organizations. Hence, the impact of training may be experienced and assessed by the 

organization immediately. Usually, administrative, supervisory, and technical workforce may be 

exposed to training programmes. 

 

The banks in the country in the early nineties had implemented Advanced Ledger Posting 

Machines (ALMS) and, for this purpose, they undertook extensive training of their operational 

and systems people. Similarly, now most of the public sector banks are implementing Core 

Banking Solution (CBS) and for this purpose they are training their systems, networking, and 

operational personnel. 

 

Development on the other hand is holistic, often aiming at overall personality development. 

The content of a development programme includes conceptual or theoretical inputs, 

perspective strategic thinking or focusing on behavioural aspects such as leadership skills, 

managing teams, groups, etc. 

 

The intent is to provide training in non-technical aspects so that individuals may discharge 

organizational functions more effectively in the areas of problem solving, decision making, 

people skills, etc. 

 

Thus, we may say that training is imparted to operatives, whereas development is a process of 

grooming mainly used for executives or managers. The impact of a training programme ends 

with learning the skill, while that of a developmental programme is a continuous and an on-

going process. 

 

The need for training the employees stems mostly from organizational requirements whereas 

the need to undergo a developmental programme is internal, i.e., prompted by employees  
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themselves. Nevertheless, in both instances, organizations gain in terms of increased or 

effective performance. 

 

Yet, another distinction that may be brought about is that training serves immediate 

organizational requirements while development is futuristic and aims at growth of both 

individual and organizations. 

 

Difference between Training and Development 

Difference # Training: 

1. For whom meant for – It is meant for operatives i.e. non-managerial personnel. 

 

2. Aim – Its aim is to develop some specific skill in an individual. 

 

3. Time Period – It is a short-term process. It is a one-shot affair. 

 

4. Contents – It contains technical and mechanical operations. 

 

5. Initiative – Initiative for training comes from the management i.e. initiative is external 

motivation. 

 

6. Purpose – It is a specific, job- related skill. 

7. Nature – It is a reactive process. It is mostly a preparation to meet an individual’s present 

needs. 
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Difference # Development: 

1. For whom meant for – It is meant for managerial or executive personnel. 

 

2. Aim – Its aim is to develop the total personality of an individual. 

 

3. Time Period – It is a long-term and continuous process. 

 

4. Contents – It contains theoretical and philosophical educational 

 

5. Initiative – Initiative for development comes from the individual himself i.e. initiative is 

internal motivation. 

 

6. Purpose – It is a long-term development of the whole personality. 

 

7. Nature – It is proactive process. It is a preparation to meet an individual’s future needs 

 

Difference between Training and Development 

Training: 

It is a short-term process utilising a systematic and organized procedure in which non- 

managerial personnel have technical knowledge and skills for a definite purpose. 
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Development: 

 

It is a long-term educational process utilising a systematic and organised procedure by which 

managerial personnel learn conceptual and the theoretical knowledge for general purpose. 

 

Training is the instruction in technical and mechanical operations while development is the 

philosophical and theoretical educational concepts. It desired for non-managers, while 

development involves managerial personnel. Campbell has observed that training courses are 

typically designed for a short-term, while development involves a broader education for long-

term purposes. 

 

Training and development differ on account of “what”, “who”, “why” and “when.” 

 

Difference between Training and Development: 

 

Training: 

 

1. Who? – Non-managerial Personnel 

 

2. What? – Technical and mechanical operations 

 

3. Why? – Special job-related purpose 

 

4. When? – Short-term 
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Development: 

1. Who? – Managerial Personnel 

2. What? – Technical concepts of ideas 

3. Why? – General knowledge 

4. When? – Long-term 

Difference between Training and Development 

Training refers to the training of employee in the areas of operations, technical and allied. On 

the other hand, development refers to the development of employee in the areas of principles 

and techniques of management, administration, organisation and allied areas. 

It could be easily understood through the following: 

i. The aim of training is to develop specific abilities in an individual, whereas the aim of 

development is to enhance the total personality of the individual. 

ii. Training is for the entire individuals. It means for operators or non-managers, but 

development activities are only for executive 

iii. The initiative for training largely comes from management where 

E-DEVELOPMENTxecutive development or management development is a systematic and 

continuous process through which the executives learn advanced knowledge and skills in 

managing. 

Executive Development Programme (EDP) is a planned and organised process of learning and 

growth designed to improve managerial behaviour and performance of executives by 

cultivating their mental abilities and inherent qualities through the acquisition and application 

of advanced knowledge insights and skills. 

In the words of Michael Armstrong, “Executive development is eventually something that the 

executive has to attain himself. But he will do this much better if he is given encouragement, 

guidance and opportunity by his company”. 
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UNIT2 

EMPLOYEE COMPENSATION 

EMPLOYEE COMPENATION 

Compensation is one of the most important parts of an employment contract that brings in 

people from outside and makes them members of an organization. The pull effect of an 

organization’s compensation system, however, varies from industry to industry and from 

position to position within the industry.  

Industries that are in a state of flux experiencing rapid change in technology of operation and 

fast change in business practices may find their employees very sensitive to compensation 

practices of other organizations. In contrast industries that are relatively stable both in terms 

of the way business processes are conducted and in terms of the way organizations compete 

with each other, have employees who may not show much sensitivity to difference in 

compensation with employees working in other organizations. 

Example- Employees working in IT and IT enabled service industries, and to some extent the 

banking industries show such behaviour of high concern and sensitivity to compensations rates 

of their employer. Similarly, young and fresh college graduate employees of companies show 

higher sensitivity to compensation practices of their employers than their senior managerial 

executives. 

All in all it can be safely said that among the many policies and practices that influence a 

prospective employee’s choice of employer, compensation policies and practices rank well 

above many other areas of HR practices.  

In conventional management practice, most organizations pay their employees according to 

certain historical rates which may have been set well in the past and are adjusted based on the 

changing cost of living due to inflationary pressure. Ideally an employee should be paid what his 

or her works and services are worth in the company. But this evaluation of actual worth of an 

employee service is fraught with a number of complexities. 

Firstly, to know the actual service value an employee can rarely trade his/her services in the 

open market. Most employees’ services are traded in an internal market of the employer. 

Majority of the industrial organizations do business on a few selected number of goods and 

services which are produced from the joint efforts and services of many employees. There is 

very little revenue that a company earns which could justifiably be claimed as that due to 

efforts and labour of just one particular employee. 
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Secondly, unlike daily hired labour most organizations engage their employees over a long 

period. There is hardly any job which could be executed by a spot contract of hired labour. 

Most employees’ works and efforts are evaluated only over a period of time. And, within this 

long period there could be many changes in environmental factors that could affect the 

performance and output of those employees. And, so is the worth of their jobs. 

Apart from these job-worth-related complexities, an employee compensation decisions are 

influenced by three other factors, viz. an employee requirements of income for living, an 

organization’s ability to pay, and its long-term strategic needs. An employee chooses to work in 

a company because it is a way to earn his/her living.  

If this minimum sustenance requirements for an employee and his/her immediate family 

members are not met by the employer, then the employee’s biological renewal process could 

be in jeopardy and he/she will be in his/her own right to seek alternative means to protect 

his/her life. The result is that an employee whose sustenance is not guaranteed by an employer 

cannot be expected to show up for job the next day. 

No wonder work place absenteeism is so high among lower level factory workers. In other 

words, an employer must ensure that the wage he/she is paying to an employee is sufficient to 

meet the basic biological needs of the employee and his/her family. This sustenance issue and 

consequent salary adjustment could become complicated when inflationary pressure in the 

economy is very high or when an employer moves his/her employees across different locations 

of widely varying cost of living. 

Further, the very definition of basic needs is local environment driven and a moving target 

rather than a static universal law of nature! A basic need that was defined say in the 1950s 

could not be considered as valid in 2010. Similarly, a basic need for employees working in an 

agricultural farm could not be used as a valid package for someone working in a five star hotel 

or in a hazardous job of digging coal in underground mines. 

The company’s ability to pay is another factor that may affect its compensation rates. 

Employees working in a company that is making good profit are found to earn more than 

employees doing similar jobs in other companies which are making less profit. 
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In good times, most employers tend to make higher payment to their employees because it 

ensures better relations between management and workers and creates a sense of ownership 

and pride among rank and file employees. Such above average compensation rate also makes 

these companies a preferred place of work to job seekers which may reduce their employee 

search cost substantially. 

With fast-changing conditions of external environment of business, success requires long-term 

planning. Companies now prefer to make employment contract with long- term evaluation of 

worth of an employee rather than for his/her their current position and contribution. This 

means even if an employee’s actual worth of current contribution is not very high yet a 

company may prefer paying him/her more than his/her worth if it finds he/she is likely to be 

very useful in the near future. 

In our country, with economic liberalization and relaxation of governmental control on 

managerial compensation, the compensation system of commercial organizations in general 

and their managerial compensation in particular have been going through rapid change. Many 

of them are choosing a compensation policy not just to meet their requirements of human 

resource services for today but to get those types of employees who may be able to provide 

them competitive advantage over a period of time. 

Faced with shortage of qualified and experienced professionals, organizations are 

experimenting with various types of new compensation policies to attract and retain the best 

employees as well as to reach out a larger of pool of talented fresh graduates of reputed 

management and technological institutes. 

Employee Compensation – 10 Main Objectives 

The main objectives of employee compensation are the following:  

1. To attract well-qualified and competent personnel. 

2. To motivate them for higher levels of performance by making arrangement of incentive 

payments. 

3. To retain the present workforce by keeping their pay levels at the competitive levels. 

4. To raise the morale of workforce. 
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5. To establish internal as well as external equity. Internal equity refers to payment of similar 

wages for similar work. External equity means payment of similar wages to similar jobs in 

comparable firms.  

6. To maintain the labour and administrative costs in line with the ability of the organization to 

pay. 

7. To comply with wage legislation. 

8. To project a good image of company. 

9. To satisfy employees and to reduce the incidents of grievances, absenteeism and quitting. 

10. To reward the desired behaviour such as good performance, loyalty, dedication, etc 

Employee Compensation – Factors Influencing: External Factors and Internal Factors  

The significant factors affecting the employee compensation can be grouped together into two 

broad categories, external and internal factors. 

Objectives of compensation 

Objectives of compensation may be controlling cost, establishing fair and equitable pay 

structure, attracting and retaining competent human resources, improving motivation and 

morale, improving labor relation, improving the image of an organization and comply with the 

legal framework and policies of the organization. 

Policies of an organization 

Policies of an organization influence compensation. Compensation policy is the policy made by 

the organization. They serve as guidelines for formulating compensation. An organization can 

be leader or follower regarding pay. 

Job evaluation 

Job evaluation states job description and job satisfaction. These two factors determine the 

compensation to be required for payment. By evaluating a particular job, worth of job was 

determined. It determines the relative worth of a job in an organization. Job evaluation sets up 

a predictable and precise relationship among base pay rates for all employment. 

Years of experience and education level 
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It probably goes without saying, but the more experience and education a candidate has, the 

higher their expected compensation. So, if you’re hoping to attract job seekers with master’s 

degrees or more than 5 years’ experience, you need be ready and willing to compensate 

accordingly. 

2. Industry 

Workers with similar, or even the same job title can expect vastly different wages depending on 

what industry they’re in. There are many reasons for this discrepancy – in some cases their job 

function may be critical to a particular industry, or it may simply be a matter of one industry 

being considerably larger than the others. 

3. Location 

Cost of living, a major factor to consider when determining compensation, is largely dependent 

on location and, more specifically, the cost of housing. This is at least partially why salaries in 

large urban areas are generally higher than salaries for similar positions in more rural locations.   

4. In-demand skill sets 

When it comes to determining compensation, key skills may be an even more reliable metric to 

compare against than job title. After all, different companies may have very different 

definitions of the same job title. On top of that, many skill sets can apply to a wide variety of 

roles – all of which are effectively competing for the same talent. That’s why it’s important for 

employers to consider the value of key skills when determining compensation 

5Supply and demand 

It’s crucial to be aware of the availability of relevant talent in the geographic region where 

you’re recruiting. If you’re recruiting in an area where the demand for a certain skill sets and 

experience outweighs the supply, you should expect to pay more in order to attract talent. 

6The cost of not offering competitive pay 

You may think you’re saving money by keeping compensation rates low; however, it’s 

important to consider what it’s costing you in other areas. For instance, many employers 

overlook the costs associated with having unfilled positions for extended periods of time. 

Similarly, keep in mind the burden an unfilled position can put on your current employees, who 

may be taking on extra work to fill the gaps – not to mention what that can do to morale. 
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7What happens if you can’t pay market value? 

Luckily, it is possible to attract top talent even if you can’t offer the most competitive salary. 

Supplementing your compensation package with low- or no-cost perks, such as development 

opportunities, more vacation time and flexible hours can go a long way in retaining your current 

workforce. Another option is to recruit from areas where compensation rates are lower, and let 

employees work remotely from home or from another office closer to where the employee 

lives. 

8Take the guesswork out of determining compensation 

Unless you’re an amazing guesser, it’s important to do a little recon when it comes to 

determining competitive pay rates. Competitive intelligence is your best friend when it comes 

to determining compensation. CareerBuilder’s Supply & Demand Portal provides up-to-date 

and relevant compensation rates for even the most specific of positions. You should also be 

able to see where compensation rates may be lower or higher (if you’re considering recruiting 

in other location), and – perhaps even more intriguingly – get a peek at what your competitors 

are paying. 

METHODS OF EMPLOYEE COMPENSATION: 

Job analysis 

Job analysis is a process of knowing dimensions of the job. Job analysis is the process of 

collecting and recording information related to the job to be done by personnel in order to 

design job and make human resource plan. Job analysis requires various information about the 

job. It comprises all the activities involved in the jobs like responsibility, accountability, job title, 

duty, authority and job relationship. It includes job description, job specification, and job 

performance standard. The job description is the job requirement, job specification is person’s 

requirement who needs different qualities to do a job and job performance standard is the 

target of the job to be done. It is a profile of a job that’s why it is an overall summary of job 

requirements. They provide the basis for establishing compensation. 

Job evaluation system 

Job evaluation provides the value of job performance and accordingly, compensation is made. It 

ranks job in a hierarchy. It determines the relative worth of one job in relation to another job  
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ithin the organization. It rates job. Job evaluation methods are the job ranking method, job ding 

method, factor comparison method and point system method. Job ranking method ranks job in 

order of their difficulty from simplest to the most complex. It appraises and worth the job 

highest to the lowest. Each job is to be compared with others to determine the overall rank. Job 

grading method is the group of different jobs requiring similar skills, efforts and responsibilities. 

Each job is assigned a grade. Factor comparison is a job content different factors like 

responsibilities, skill, mental effort, working condition etc. Each factor is valued in monetary 

terms. 

Compensation survey 

This method of establishing compensation focuses on collecting information about 

compensation from the market. This provides external equity. Compensation survey provides 

the market rate of compensation. This can be done by published survey, consultants and 

agencies, advertisements and applications and informal communication. It is a market rate of 

compensation which can be determined by market rate. So, Compensation is determined on 

the basis of the information received from market or research by different experts and 

specialists. 

Pricing jobs 

This step prices job. Pricing job plays an important role in achieving the business goal. Pricing 

jobs involve grouping of different pay levels into grades. It shows pay ranges within each grade. 

It can be determined by ranking through the job evaluation process, legal factors, union 

pressures and the creation of pay grades etc. 

HUMAN RESOURCE ACCOUNTING 

Human resources are considered as important assets and are different from the physical assets. 

Physical assets do not have feelings and emotions, whereas human assets are subjected to 

various types of feelings and emotions. In the same way, unlike physical assets human assets 

never gets depreciated. 

Therefore, the valuations of human resources along with other assets are also required in order 

to find out the total cost of an organization. In 1960s, Rensis Likert along with other social 

researchers made an attempt to define the concept of human resource accounting (HRA). 
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Definition: 

The American Association of Accountants (AAA) defines HRA as follows: ‘HRA is a process of 

identifying and measuring data about human resources and communicating this information to 

interested parties’. 

2. Flamhoitz defines HRA as ‘accounting for people as an organizational resource. It involves 

measuring the costs incurred by organizations to recruit, select, hire, train, and develop human 

assets. It also involves measuring the economic value of people to the organization’. 

3. According to Stephen Knauf, ‘ HRA is the measurement and quantification of human 

organizational inputs such as recruiting, training, experience and commitment’. 

Need for HRA: 

The need for human asset valuation arose as a result of growing concern for human relations 

management in the industry. 

Behavioural scientists concerned with management of organizations pointed out the following 

reasons for HRA: 

1. Under conventional accounting, no information is made available about the human resources 

employed in an organization, and without people the financial and physical resources cannot be 

operationally effective. 

 

2. The expenses related to the human organization are charged to current revenue instead of 

being treated as investments, to be amortized over a period of time, with the result that 

magnitude of net income is significantly distorted. This makes the assessment of firm and inter-

firm comparison difficult. 

 

3. The productivity and profitability of a firm largely depends on the contribution of human 

assets. Two firms having identical physical assets and operating in the same market may have 

different returns due to differences in human assets. If the value of human assets is ignored, 

the total valuation of the firm becomes difficult. 
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4. If the value of human resources is not duly reported in profit and loss account and balance 

sheet, the important act of management on human assets cannot be perceived. 

5. Expenses on recruitment, training, etc. are treated as expenses and written off against 

revenue under conventional accounting. All expenses on human resources are to be treated as 

investments, since the benefits are accrued over a period of time. 

Objectives of HRA: 

1. Providing cost value information about acquiring, developing, allocating and maintaining 

human resources.  

2. Enabling management to monitor the use of human resources. 

3. Finding depreciation or appreciation among human resources. 

4. Assisting in developing effective management practices. 

5. Increasing managerial awareness of the value of human resources.  

6. For better human resource planning. 

7. For better decisions about people, based on improved information system. 

8. Assisting in effective utilization of manpower. 

Methods of Valuation of Human Resources: 

There are certain methods advocated for valuation of human resources. These methods include 

historical method, replacement cost method, present value method, opportunity cost method 

and standard cost method. All methods have certain benefits as well as limitations. 

Benefits of HRA:  

There are certain benefits for accounting of human resources, which are explained as follows: 

1. The system of HRA discloses the value of human resources, which helps in proper 

interpretation of return on capital employed. 

2. Managerial decision-making can be improved with the help of HRA. 
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3. The implementation of human resource accounting clearly identifies human resources as 

valuable assets, which helps in preventing misuse of human resources by the superiors as well 

as the management.  

4. It helps in efficient utilization of human resources and understanding the evil effects of 

labour unrest on the quality of human resources. 

5. This system can increase productivity because the human talent, devotion, and skills are 

considered valuable assets, which can boost the morale of the employees. 

6. It can assist the management for implementing best methods of wages and salary 

administration. 

Limitations of HRA: 

HRA is yet to gain momentum in India due to certain difficulties: 

1. The valuation methods have certain disadvantages as well as advantages; therefore, there is 

always a bone of contention among the firms that which method is an ideal one. 

2. There are no standardized procedures developed so far. So, firms are providing only as 

additional information.  

3. Under conventional accounting, certain standards are accepted commonly, which is not 

possible under this method 

4. All the methods of accounting for human assets are based on certain assumptions, which can 

go wrong at any time. For example, it is assumed that all workers continue to work with the 

same organization till retirement, which is far from possible. 

 

5. It is believed that human resources do not suffer depreciation, and in fact they always 

appreciate, which can also prove otherwise in certain firms. 

6. The lifespan of human resources cannot be estimated. So, the valuation seems to be 

unrealistic. 
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STRATEGIC HUMAN RESOURCE MANAGMENT| 

Strategic Human Resource Management is a combination of Strategy and Human Resource 

Management (HRM). According to Storey (1995), HRM is a distinctive approach to employment 

management which seeks to achieve competitive advantage through the strategic deployment 

of a highly committed and capable workforce, using an integrated array of cultural, structural 

and personnel techniques. This is a complex and descriptive definition. It states that Human 

Resource Management involves the use of different techniques. These include 

Personnel techniques, like the hiring, promoting and rewarding of employees; 

Structural techniques, like organizational design; and 

Cultural techniques, like building and maintaining high-performance work cultures. 

According to Storey, the goal of this all is to achieve a competitive advantage. A competitive 

advantage is what distinguishes an organization from its competitors. 

The second part of the definition is about “strategic deployment”. Let’s zoom in on strategy. 

Strategic Human Resource Management became increasingly popular in the 2000s. This was 

triggered by Dave Ulrich’s challenge for the HR profession. HR had become “often ineffective, 

incompetent, and costly; in a phrase, it is value sapping  

We started off pointing out that the push for Strategic HRM originated with Ulrich’s critique of 

the lack of strategic contributions of HR. This doesn’t mean that HR should only focus on its 

strategy, there are other elements to focus on. 

Ulrich defined 4 HR roles. These include HR strategy, enabling change, efficient administration, 

and developing and engaging employees 

.The risk of Strategic HRM is that we focus too much on the HR strategy while forgetting other 

tasks. Tom Haak points this out beautifully in the following clip. 

As Haak points out, the focus of HR shouldn’t be too much on strategy. Once the strategy is set, 

the power lies in its execution. HR should not forget to focus on flawless employee operations 

and employee intimacy. 
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5. Taking an outside-in approach 

A critical next step to being strategical is taking an outside-in HR approach. Who are the 

customers of HR? These are sometimes employees. However, they are also other stakeholders, 

including shareholders and customers. 

According to Ulrich, it is HR’s task, to not only look at strategy as a mirror for what HR has to do. 

It has to look at it as a window that shows how we can do our jobs better for outside 

stakeholders. 

These outside stakeholders include customers, investors, key suppliers, government agencies, 

and communities. HR can become a lever for those external factors 

This requires further integration. Not only are different HR practices aligned with strategy, but 

the strategy is also aligned with these outside stakeholders. 

The best way to do this is by focusing on value creation. HR shouldn’t focus on what it does but 

on what it creates. 
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UNIT:3 

WORKERS PARTICIPATION IN MANAGEMENT 

WORKERS PARTICPATION IN MANAGEMENT 

Like other behavioural terms, WPM means different things to different people depending upon 

their objectives and expectations. Thus, WPM is an elastic concept. For example, for 

management it is a joint consultation prior to decision making, for workers it means co-

determination, for trade unions It is the harbinger of a new order of social relationship and a 

new set of power equation within organisations, while for government it is an association of 

labour with management without the final authority or responsibility in decision making 

Let us also go through some important definitions of WPM. 

According to Keith Davis, “Workers’ participation refers to the mental and emotional 

involvement of a person in a group situation which encourages him to contribute to group 

goals and share in responsibility of achieving them”. 

In the words of Mehtras “Applied to industry, the concept of participation means sharing the 

decision-making power by the rank and file of an industrial organisation through their 

representatives, at all the appropriate levels of management in the entire range of managerial 

action”. 

A clear and more comprehensive definition of WPM is given by the International Labour 

Organisation (ILO). 

According to the ILO:  

“Workers’ participation may, broadly be taken to cover all terms of association of workers and 

their representatives with the decision-making process, ranging from exchange of information, 

consultations, decisions and negotiations to more institutionalized forms such as the presence 

of workers’ members on management or supervisory boards or even management by workers 

themselves as practised in Yugoslavia”. 

In Yugoslavia, WPM is governed by the Law on Workers’ Management of State Economic 

Enterprises and Higher Economic Association. The Act consists of a three-tier participation 

structure: collective bargaining, workers’ council, and hoard of management. 
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In fact, the basic reason for differences in perception of WPM is mainly due to the differential 

pattern of practices adopted by various countries while implementing workers’ participation in 

management. 

 

For example, in Great Britain and Sweden, WPM is in the form of Joint Consultation through 

Joint Consultative Committees, Works Committees in France, Co-determination Committees in 

West Germany, Joint Work Council in Belgium, Workers’ Council and Management Board in 

Yugoslavia and Union Management Co-operation in USA.  

In India, WPM is in the form of, what we call Labour Management Cooperation and Workers’ 

Participation in Management. It is implemented through the agencies like Works Committees, 

Joint Management Councils (JMCs) Shop Councils, Unit Councils and Joint Councils. 

Notwithstanding, these different forms of WPM differ only in degree, not in nature. 

Be the perceptual differences as these may, WPM is a system of communication and 

consultation, either formal or informal, by which the workers of an organisation are kept 

informed, as and when required, about the affairs of the undertaking and through which they 

express their opinion and contribute to decision-making process of management. 

Characteristics: 

The following are the main characteristics of WPM: 

1. Participation implies practices which increase the scope for employees’ share of influence in 

decision-making process with the assumption of responsibility  

2. Participation presupposes willing acceptance of responsibility by workers. 

 

3. Workers participate in management not as individuals but as a group through their 

representatives. 

 

4. Worker’s participation in management differs from collective bargaining in the sense that 

while the former is based on mutual trust, information sharing and mutual problem solving; the 

latter is essentially based on power play, pressure tactics, and negotiations. 
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5. The basic rationale tor worker’s participation in management is that workers invest their 

Iabour and their fates to their place of work. Thus, they contribute to the outcomes of 

organization. Hence, they have a legitimate right to share in decision-making activities of 

organisation. 

Objectives: 

The objectives of WPM are closely netted to the ration-able for WPM. Accordingly, the 

objectives of WPM vary from country to country depending on their levels of socio-economic 

development political philosophies, industrial relations scenes, and attitude of the working 

class. 

  

To quote, the objective of WPM is to co-determine at the various levels of enterprises in 

Germany, assign the final to workers over all matters relating to an undertaking in Yugoslavia, 

promote good communication and understanding between labour and management on the 

issues of business administration and production in Japan, and enable work-force to influence 

the working of industries in China, for example. 

In India the objective of the government in advocating for workers’ participation in 

management, as stated in the Industrial Policy Resolution 1956, is a part of its overall 

endeavour to create a socialist society, wherein the sharing of a part of the managerial powers 

by workers is considered necessary. 

The objective of WPM, as envisaged in the Second Five Year Plan of India is to ensure:  

1. Increase in productivity for the benefit of all concerned to an enterprise, i.e., the employer, 

the employees and the community at large. 

2. Satisfaction of worker’s urge for self-expression in the matters of enterprise management. 

3 Making employees better understood of their roles in the organisation. 
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In ultimate sense, the objective of WPM in India is to achieve organizational effectiveness and 

the satisfaction of the employees.  

Accordingly, the objectives of WPM in India are to: 

1. Promote mutual understanding between management and workers, i.e., industrial 

harmony..  

2. Establish and encourage good communication system at all levels. 

3. . Create and promote a sense of belongingness among worker 

4. Help handle resistance to change. 

5. Induce a sense among workers to contribute their best for the cause of organisation.  

6. Create a sense of commitment to decisions to which they were a party.Levels of 

Participation: 

Having known the objectives of WPM, the question then is to what extent workers can 

participate in decision-making process. In other words, it is important to know the 

extents/levels of co-determination in an organisation. 

Viewed from this angle, Mehtras has suggested five levels of workers’ participation ranging 

from the minimum to the maximum. Since these levels of workers’ influence the process and 

quality of decision making in an organisation. We are therefore highlighting here these levels 

briefly ranking them from the minimum to the maximum level of participation. 

Informative Participation: 

This refers to management’s information sharing with workers on such items those are 

concerned with workers. Balance Sheet, production, economic conditions of the plant etc., are 

the examples of such items. It is important to note that here workers have no right of close 

scrutiny of the information provided and management has its prerogative to make decisions on 

issues concerned with workers. 

Consultative Participation: 

In this type of participation, workers are consulted in those matters which relate to them. Here, 

the role of workers is restricted to give their views only. However the acceptance and non-

acceptance of these views depends on management. Nonetheless, it provides an opportunity to 

the workers to express their views on matters involving their interest. 
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Associative Participation: 

Here, the role of the workers’ council is not just advisory unlike consultative participation. In a 

way, this is an advanced and improved form of consultative participation. Now, the 

management is under a moral obligation to acknowledge, accept and implement the 

unanimous decision of the council. 

Administrative Participation:  

In the administrative participation, decisions already taken are implemented by the workers. 

Compared to the former three levels of participation, the degree of sharing authority and 

responsibility by the workers is definitely more in this participation.Decisive Participation: 

Here, the decisions are taken jointly by the management and the workers of an organisation. In 

fact, this is the ultimate level of workers’ participation in management. 

| Suggestion Method:  

Under this method the suggestions from the workers are invited as regards improvement in 

working, how to avoid accidents, cleanliness etc. The best suggestion from the worker is 

rewarded and a certificate to that effect is given to the worker so that others can make better 

suggestions in future. Management receives novel suggestions from the workers. This increases 

the importance of the workers with the management. This is a method of encouraging workers’ 

interest in the industrial establishment. This method is adopted in many organizations in India. 

2. Co-partnership: 

It is a means of workers’ participation in management and is viewed as leading to industrial 

democracy. Co-partnership allows workers to participate in decision making. Under this method 

the employees get shares of the company and establish their ownership. This is made possible 

because the share of profit is not paid in cash but company shares are allotted to the workers. 

Being shareholders of the company they are entailed to participate in management. This 

increases the status of workers and leads to improvement in their attitude as they realize their 

responsibility and relations between workers and management become smooth. They also 

receive dividend on their shares.Co-partnership suffers from limitations. Employees are not 

interested in co-partnership and want their share of profit in cash and refuse to accept shares 

of the company. They prefer to remain wage earners rather than to become partners in the 

business. 
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3. Representation on Board of Directors:  

Under this method one or two representatives of the workers are nominated on the Board of 

Directors of a company. They enjoy same privileges and have the same authority as other 

directors have. They participate in the decision making process as regards policies and 

procedures. This is one of the most effective methods of ensuring workers’ participation in 

management. Here the representatives of the employees to be nominated are elected or 

suggested by the unions of the employees. 

4. Works Committees: 

The Industrial Disputes Act 1947 provides for establishing works committees in every 

establishment employing hundred or more workers. This is made compulsory to ensure 

workers’ participation through legislation. The work committee consists of equal number of 

members of workers and employer. The object of establishing works committees is to promote 

healthy industrial relations. However these committees so far failed to achieve the objects as 

both workers and employers could not change their outlook. 

5. Joint Management Councils: 

Industrial Policy 1956 of government of India has stressed on joint consultation between 

management and workers to maintain industrial peace and to promote better industrial 

relations in the prime sector of industries. The joint management councils received recognition 

during second five year plan. Under this system consultative committees are set up consisting 

of representatives of employees and employers both. They are advisory in nature. 

These committees discuss the matters relating to workers and the working conditions. The 

representatives of workers and employers discuss these problems. The managements consider 

their decisions sympathetically and implement them though not mandatory.  

The committees discuss matters relating to canteen facilities, prevention of accidents, general 

precautions and safety measures, drinking water facilities, rules and regulations, absenteeism, 

training, discipline etc. After taking decisions regarding the above matter, recommendations 

are made to the management. 

It is not mandatory on the part of the industries to establish joint management councils. These 

committees are set up with the consultation of recognized union of the establishment. These 

committees are usually formed at plant level. The members of management are nominated by 



DNYANSAGAR ARTS AND COMMERCE COLLEGE, BALEWADI, PUNE – 45 

 

Subject: HUMAN RESOURCE PRAC.           Subject code 405                        Class: SYBBA  

 

PROF. CHHAYA KHOKRALE  www.dacc.edu.in 

 

the top management and the representatives of workers are elected or nominated by the 

recognized trade union of the undertaking. 

Though a good venture of setting up of joint management councils, they could not come up to 

the expectations. Earlier it received a positive response and one hundred joint management 

councils were set up. The joint management councils failed to promote mutual understanding 

between employees and employers. Only union leaders get the opportunity to participate in 

the council meetings a common employee is far away from the deliberations. 

Many a times union leaders use this opportunity to bargain by pushing up their various 

demands defeating the sole purpose of the joint management councils. In 1975 the 

government looking at the ineffectiveness of joint management council, introduced shop 

councils 

Shop Councils: 

Under this system the industrial units having employees 500 or more have to set up shop 

councils in all shops and departments. The members of management and of workers have equal 

representation. The total number of members should not be more than twelve. 

The decision of the shop council is to be implemented within a month’s time. The tenure of the 

council is for two years. The council should meet at least once in a month. The shop council 

must make efforts to increase the productivity, to avoid wastages and to make maximum use of 

machines and manpower and recommend the steps to remove absenteeism. 

Joint Councils:  

In order to ensure effective workers’ participation, joint councils were introduced. Every 

undertaking employing 500 or more employees should set up a joint council at the unit level. 

Organisation of the joint council was the same as of shop council. The joint council should meet 

at least once in three months. It has a chairman, Vice Chairman and secretaries who receive all 

the facilities required to perform their functions. 

 

It deals with optimum production, fixation of productivity norms, matters unresolved by the 

shop councils. Some of the state governments extended this scheme to the undertaking having 

less than 200 employees. The scheme was implemented in about 1500 undertakings of public 
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and private sectors. Shop councils and joint councils were the schemes implemented during 

emergency in 1975 but after the lifting of emergency the schemes have lost their effect. 

Merits of Worker’s Participation: 

Workers’ participation in management is a tool which promotes better industrial relations and 

establishes industrial peace. It is important concept for both management and workers. The 

need is to implement it honestly to reap its merits in the form of mutual understanding, 

increased efficiency of workers, increased production etc. Workers’ participation in 

management has several advantages. 

1. Mutual Understanding: 

The employees and employers nurture two different conflicting interests. Surprisingly both lack 

the knowledge of the problems faced by them. Workers’ participation in management brings 

both the parties together. This togetherness enables them to understand each other’s problem. 

This minimizes conflicts and promotes mutual understanding. 

2. Efficiency of Workers Increase:  

The workers become the partner in decision making process. Whatever decisions are taken, 

they are their own and hence they have to abide by them. They become enthusiastic and put 

lot of hard work while working. This helps in increasing the overall efficiency of workers. 

3. Increase in Production: 

Increase in efficiency of workers, better understanding between workers and employers lead to 

mutual cooperation which results in increased productivity and increase in total production of 

the enterprise. 

4. Establishes Industrial Peace: 

Workers participate in decision making process. Whatever decisions good are bad taken 

workers are the party to it and hence they cannot evade the responsibility. Employers and 

workers understand each other better and conflicts are minimized. Each dispute is solved with 

mutual understanding. In this way disputes are eliminated and industrial peace is restored. 
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5. Promotion of Industrial democracy: 

Participation of all the parties’ employees and employers in the management of the industries 

which works to safeguard the interests and betterment of all is industrial democracy. Workers’ 

participation in management helps in promoting industrial democracy. 

6. Welcomes Changes: 

Some if not all the changes are resisted by the workers. But workers’ participation in 

management helps in arriving at a unanimous decision whether to accept or reject any change. 

The changes which bring more benefits than the costs incurred on them, are accepted. Hence 

the changes are welcomed by the employees. 

7. Personal Development: 

Participation helps workers to express their creative instinct and they respond favourably to the 

challenges at the workplace as regards performance of the job. They feel free in doing so. It is 

possible as participation brings industrial democracy. 

8. Reduces Misunderstanding:  

Participation reduces misunderstanding regarding the managements’ outlook. This increases 

the organisational balance. 

9. No Outside Help to Sort-out Disputes: 

Employees themselves are participating in the decision making with the employers. They 

therefore realize workers as well as managements’ problem better hence disputes are resolved 

by understanding the difficulties of each other. So in case of industrial dispute no outside help 

is taken they are sorted out within the plant itself by the employees and employers themselves. 

Demerits of Workers’ Participation: 

In spite of above advantages of workers’ participation there are certain disadvantages. 
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Following are the demerits of workers’ participation 

1. Workers are not Enthusiastic: 

The workers are not enthusiastic about the scheme and employers believe that they being 

incompetent cause delay in decisions. Some of the good decisions cannot be implemented for 

lack of support from the workers. 

2. Weak Trade Unions: 

In India trade unions are not strong enough. There are multiplicities of trade unions and they 

are dominated and led by political leaders. This makes trade unions weak. They cannot show 

solidarity of workers. There should be one strong union so that they can elect competent 

representatives for participation. Moreover there are certain problems require specialized 

knowledge which workers do not possess hence such problems cannot be solved through 

participation. They cannot even understand the gravity of situation. 

FORMS OF WORKERS PARTICIPATION IN MANAGEMENT 

Co-Ownership: 

Workers are made shareholders by allotting those shares in the company. They are employees 

as well as owners of the business concern. Thus, their participation in the management is 

automatically guaranteed. 

2. Seat On Board Of Directors: 

In this case the workers’ representative is given a seat on the boards of directors. In advanced 

countries like Britain and U.S.A., trade unions have already rejected this idea. It is generally felt 

that the workers do not understand the intricacies of management. 

Moreover, their representatives being in minority may not have much say in the decision 

making whereas that decision will be applicable to all the employees. By remaining out of the 

board, they can keep a better check on the management. 

The Sachar Committee studied the problems of workers’ participation in management and 

observed “Conditions must be created where the worker directors are able to play a helpful 

and effective role. It is apparent that as a member of the board, the worker director will 

familiarise himself with subjects with which he was not associated before. The training of the 

employees must, therefore, be immediately taken in hand”. 
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3. Works Committee:  

These committees have been regarded as the most effective social institution of industrial 

democracy. The need for their constitution has been emphasised as early as 1931 by the Royal 

Commission on Labour. 

It was again emphasised by the Industrial Truce Resolution on 1947, which recommended their 

constitution in each industrial undertaking for the settlement of any dispute which may arise in 

future. 

This recommendation was given effect to in the Industrial Disputes Act of 1947. Section 3 of the 

Act provides for these bodies in every undertaking employing 100 or more workmen. 

These committees are consultative bodies. Their functions include discussion of conditions of 

work like lighting, ventilation, temperature and sanitation etc., and amenities like water supply 

for drinking purposes, canteen, medical services, safe working conditions, administration of 

welfare funds etc.  

The works committee should not deal with matters connected with collective bargaining which 

are exclusively reserved for trade unions. 

4. Joint Management Councils: 

Joint committees for settlement of grievances or specific problems may be set up for promoting 

workers’ participation in management. Workers representatives sit with the management 

across the table to discuss matters which fall within its purview. 

The main object of such councils is to give an opportunity to workers to understand the working 

of the industry and satisfy their urge for self-expression. 

Should Joint Councils control policy? A policy is formulated against a background of numerous 

factors most, of them being out of the control of the management. In fact, the real interest of 

the workers participating in such councils is to see that its claims are given due weightage along 

with the claims of government, consumer and shareholders.  

The participation is, therefore, on the job itself (formation of autonomous work group’s 

determination of production standards, control of pace and rhythm etc.) rather than in the 

policy making. 
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The origin of joint councils can be traced back to the First World War in Britain. To deal with the 

strikes, British Government appointed Mr. J.H. Whitley as the Chairman of the Committee for 

suggesting ways and means for bringing industrial peace. 

It suggested workers’ participation in management as the only means for improving industrial 

relations. Under this scheme works councils, district councils and national councils were set up. 

These councils are popularly known as ‘Whitley Councils’. 

The Eighth Annual Conference of the Indian Institute of Personnel Management summed up 

the prerequisites for success in joint consultation as follows:  

(a) Works committees should be recommendatory in function; 

(b) Some provision should be made to include supervisory levels in these consultative bodies; 

 

(c) Information about the work done in a consultative body should be widely disseminated and 

steps should be taken to assure that the supervisory levels are not short-circuited; 

 

(d) Subjects discussed in joint consultative bodies should not encroach in any way, on such 

spheres as are normally the subject of management-union negotiations;  

(e) It is desirable that workers’ representatives in consultative bodies should be the employees 

of the organisation concerned; 

 

(f) Measures like making it compulsory that the chairmanship of a joint consultative committee 

should go to employees’ representative and a management representative alternately, should 

be avoided. 

 

Joint Management Councils must not indulge in collective bargaining. Certain issues like wages, 

bonus etc., should not be discussed in such councils. Usually their area of operation includes 

welfare and safety measures, vocational training, working hours and breaks, holidays etc. 
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5. Profit Sharing: 

Workers feel involved in the management especially when they are given a share in profits of 

the business. 

6. Suggestion Scheme: 

Suggestion scheme may also be introduced for creating interest in the work by announcing a 

suitable reward for original and useful suggestions. Employees can put their suggestions in the 

suggestion boxes which are installed in the various departments. 

WORKERS PARTICIPATION IN INDIA | 

Workers Participation in Management in Indian Industries 

Workers’ participation in Management in India was given importance only after Independence. 

Industrial Disputes Act,1947 was the first step in this direction, which recommended for the 

setting up of works committees. The joint management councils were established in 1950 

which increased the labour participation in management. Since July 1975 the two-tier 

participation called shop councils at shop level and Joint councils were introduced. 

Workers’participation in Management Bill, 1990 was introduced in Parliament which provided 

scope for up liftment of workers. 

Reasons for failure of Workers participation Movement in India: 

1.Employers resist the participation of workers in decision-making. This is because they feel 

that workers are not competent enough to take decisions. 

2Workers’ representatives who participate in management have to perform the dual roles of 

workers’ spokesman and a co-manager. Very few representatives are competent enough to 

assume the two incompatible roles. 

3Generally Trade Unions’ leaders who represent workers are also active members of various 

political parties. While participating in management they tend to give priority to political 

interests rather than the workers’ cause. 

4Schemes of workers’ participation have been initiated and sponsored by the 

Government.However, there has been a lack of interest and initiative on the part of both the 

trade unions and employers. 
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5In India, labour laws regulate virtually all terms and conditions of employment at the 

workplace. Workers do not feel the urge to participate in management, having an innate feeling 

that they are born to serve and not to rule. 

6The focus has always been on participation at the higher levels, lower levels have never been 

allowed to participate much in the decision-making in the organizations. 

7The unwillingness of the employer to share powers with the workers’ representatives, the 

disinterest of the workers and the perfunctory attitude of the government towards 

participation in management act as stumbling blocks in the way of promotion of participative 

management. 

Measures for making Participation effective: 

Employer should adopt a progressive outlook. They should consider the industry as a joint 

endeavor in which workers have an equal say. Workers should be provided and enlightened 

about the benefits of their participation in the management. 

Employers and workers should agree on the objectives of the industry. They should recognize 

and respect the rights of each other. 

Workers and their representatives should be provided education and training in the philosophy 

and process of participative management. Workers should be made aware of the benefits of 

participative management. 

There should be effective communication between workers and management and effective 

consultation of workers by the management in decisions that have an impact on them. 

Participation should be a continuous process. To begin with, participation should start at the 

operating level of management. 

A mutual co-operation and commitment to participation must be developed by both 

management and labour. 

Modern scholars are of the mind that the old adage “a worker is a worker, a manager is a 

manager; never the twain shall meet” should be replaced by “managers and workers are 

partners in the progress of business” 
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Forms of Workers Participation in Management in India 

Forms of workers’ participation in management 

The various forms of workers’ participation in management currently prevalent in the country 

are 

Suggestion schemes: Participation of workers can take place through suggestion scheme. Under 

this method workers are invited and encouraged to offer suggestions for improving the working 

of the enterprise. A suggestion box is installed and any worker can write his suggestions and 

drop them in the box. Periodically all the suggestions are scrutinized by the suggestion 

committee or suggestion screening committee. The committee is constituted by equal 

representation from the management and the workers. The committee screens various 

suggestions received from the workers. Good suggestions are accepted for implementation and 

suitable awards are given to the concerned workers. Suggestion schemes encourage workers’ 

interest in the functioning of an enterprise. 

Works committee: Under the Industrial Disputes Act, 1947, every establishment employing 100 

or more workers is required to constitute a works committee. Such a committee consists of 

equal number of representatives from the employer and the employees. The main purpose of 

this committee is to provide measures for securing and preserving amity and good relations 

between the employer and the employees. 

Functions: Works committee deals with matters of day-to-day functioning at the shop floor 

level. Works committees are concerned with: 

Conditions of work such as ventilation, lighting and sanitation. 

Amenities such as drinking water,canteens, dining rooms, medical and health services. 

Educational and recreational activities. 

Safety measures, accident prevention mechanisms etc. 

Works committees function actively in some organizations like Tata Steel, HLL, etc but the 

progress of Works Committees in many organizations has not been very satisfactory due to the 

following reasons: 

Lack of competence and interest on the part of workers’ representatives. 

Employees consider it below their dignity and status to sit alongside blue-collar workers. 
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Lack of feedback on performance of Works Committee. 

Undue delay and problems in implementation due to advisory nature of recommendations. 

Joint Management Councils: Under this system Joint Management Councils are constituted at 

the plant level. These councils were setup as early as 1958. These councils consist of equal 

number of representatives of the employers and employees, not exceeding 12 at the plant 

level. The plant should employ at least500 workers. The council discusses various matters 

relating to the working of the industry. This council is entrusted with the responsibility of 

administering welfare measures, supervision of safety and health schemes, scheduling of 

working hours, rewards for suggestions etc. 

Wages, bonus, personal problems of the workers are outside the scope of Joint management 

councils. The council is to take up issues related to accident prevention, management of 

canteens,water, meals, revision of work rules, absenteeism, indiscipline etc. the performance of 

Joint Management Councils have not been satisfactory due to the following reasons: 

Workers’ representatives feel dissatisfied as the council’s functions are concerned with only the 

welfare activities. 

Trade unions fear that these councils will weaken their strength as workers come under the 

direct influence of these councils. 

Work directors: Under this method, one or two representatives of workers are nominated or 

elected to the Board of Directors. This is the full-fledged and highest form of workers’ 

participation in management. The basic idea behind this method is that the representation of 

workers at the top-level would usher Industrial Democracy, congenial employee-employer 

relations and safeguard the workers’  

interests. The Government of India introduced this scheme in several public sector enterprises 

such as Hindustan Antibiotics, Hindustan Organic Chemicals Ltd etc. However the scheme of 

appointment of such a director from among the employees failed miserably and the scheme 

was subsequently dropped. 

Co-partnership: Co-partnership involves employees’ participation in the share capital of a 

company in which they are employed. By virtue of their being shareholders, they have the right 

to participate in the management of the company. Shares of the company can be acquired by  



DNYANSAGAR ARTS AND COMMERCE COLLEGE, BALEWADI, PUNE – 45 

 

Subject: HUMAN RESOURCE PRAC.           Subject code 405                        Class: SYBBA  

 

PROF. CHHAYA KHOKRALE  www.dacc.edu.in 

 

workers making cash payment or by way of stock options scheme. The basic objective of stock 

options is not to pass on control in the hands of employees but providing better financial 

incentives for industrial productivity. But in developed countries, WPM through co-partnership 

is limited. 

Joint Councils: The joint councils are constituted for the whole unit, in every Industrial Unit 

employing 500 or more workers; there should be a Joint Council for the whole unit. Only such 

persons who are actually engaged in the unit shall be the members of Joint Council. A joint 

council shall meet at least once in a quarter. The chief executive of the unit shall be the 

chairperson of the joint council. The vice-chairman of the joint council will be nominated by the 

worker members of the council. The decisions of the Joint Council shall be based on the 

consensus and not on the basis of voting. 

In 1977 the above scheme was extended to the PSUs like commercial and service sector 

organizations employing 100 or more persons. The organizations include hotels, hospitals, 

railway and road transport, post and telegraph offices, state electricity boards. 

Shop councils: Government of India on the 30th of October 1975 announced a new scheme in 

WPM. In every Industrial establishment employing 500 or more workmen, the employer shall 

constitute a shop council. Shop council represents each department or a shop in a unit. Each 

shop council consists of an equal number of representatives from both employer and 

employees. The employers’ representatives will be nominated by the management and must 

consist of persons within the establishment. The workers’ representatives will be from among 

the workers of the department or shop concerned. The total number of employees may not 

exceed 12. 
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UNIT :4 

ORGANSATIONAL DEVLOPMENT 

ORGANSATIONAL DEVLOPMENT 

Workers Participation in Management in Indian Industries 

Workers’ participation in Management in India was given importance only after Independence. 

Industrial Disputes Act,1947 was the first step in this direction, which recommended for the 

setting up of works committees. The joint management councils were established in 1950 

which increased the labour participation in management. Since July 1975 the two-tier 

participation called shop councils at shop level and Joint councils were introduced. 

Workers’participation in Management Bill, 1990 was introduced in Parliament which provided 

scope for up liftment of workers. 

Reasons for failure of Workers participation Movement in India: 

Employers resist the participation of workers in decision-making. This is because they feel that 

workers are not competent enough to take decisions. 

Workers’ representatives who participate in management have to perform the dual roles of 

workers’ spokesman and a co-manager. Very few representatives are competent enough to 

assume the two incompatible roles. 

Generally Trade Unions’ leaders who represent workers are also active members of various 

political parties. While participating in management they tend to give priority to political 

interests rather than the workers’ cause. 

Schemes of workers’ participation have been initiated and sponsored by the 

Government.However, there has been a lack of interest and initiative on the part of both the 

trade unions and employers. 

In India, labour laws regulate virtually all terms and conditions of employment at the 

workplace. Workers do not feel the urge to participate in management, having an innate feeling 

that they are born to serve and not to rule. 

The focus has always been on participation at the higher levels, lower levels have never been 

allowed to participate much in the decision-making in the organizations. 

The unwillingness of the employer to share powers with the workers’ representatives, the 

disinterest of the workers and the perfunctory attitude of the government towards 
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participation in management act as stumbling blocks in the way of promotion of participative 

management. 

Measures for making Participation effective: 

Employer should adopt a progressive outlook. They should consider the industry as a joint 

endeavor in which workers have an equal say. Workers should be provided and enlightened 

about the benefits of their participation in the management. 

Employers and workers should agree on the objectives of the industry. They should recognize 

and respect the rights of each other. 

Workers and their representatives should be provided education and training in the philosophy 

and process of participative management. Workers should be made aware of the benefits of 

participative management. 

There should be effective communication between workers and management and effective 

consultation of workers by the management in decisions that have an impact on them. 

Participation should be a continuous process. To begin with, participation should start at the 

operating level of management. 

A mutual co-operation and commitment to participation must be developed by both 

management and labour. 

Modern scholars are of the mind that the old adage “a worker is a worker, a manager is a 

manager; never the twain shall meet” should be replaced by “managers and workers are 

partners in the progress of business” 

Forms of Workers Participation in Management in India 

Forms of workers’ participation in management 

The various forms of workers’ participation in management currently prevalent in the country 

are: 

Suggestion schemes: Participation of workers can take place through suggestion scheme. Under 

this method workers are invited and encouraged to offer suggestions for improving the working 

of the enterprise. A suggestion box is installed and any worker can write his suggestions and 

drop them in the box. Periodically all the suggestions are scrutinized by the suggestion 

committee or suggestion screening committee. The committee is constituted by equal 
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representation from the management and the workers. The committee screens various 

suggestions received from the workers. Good suggestions are accepted for implementation and 

suitable awards are given to the concerned workers. Suggestion schemes encourage workers’ 

interest in the functioning of an enterprise. 

Works committee: Under the Industrial Disputes Act, 1947, every establishment employing 100 

or more workers is required to constitute a works committee. Such a committee consists of 

equal number of representatives from the employer and the employees. The main purpose of 

this committee is to provide measures for securing and preserving amity and good relations 

between the employer and the employees. 

Functions: Works committee deals with matters of day-to-day functioning at the shop floor 

level. Works committees are concerned with: 

Conditions of work such as ventilation, lighting and sanitation. 

Amenities such as drinking water,canteens, dining rooms, medical and health services. 

Educational and recreational activities. 

Safety measures, accident prevention mechanisms etc. 

Works committees function actively in some organizations like Tata Steel, HLL, etc but the 

progress of Works Committees in many organizations has not been very satisfactory due to the 

following reasons: 

Lack of competence and interest on the part of workers’ representatives. 

Employees consider it below their dignity and status to sit alongside blue-collar workers. 

Lack of feedback on performance of Works Committee. 

Undue delay and problems in implementation due to advisory nature of recommendations. 

Joint Management Councils: Under this system Joint Management Councils are constituted at 

the plant level. These councils were setup as early as 1958. These councils consist of equal 

number of representatives of the employers and employees, not exceeding 12 at the plant 

level. The plant should employ at least500 workers. The council discusses various matters 

relating to the working of the industry. This council is entrusted with the responsibility of 

administering welfare measures, supervision of safety and health schemes, scheduling of 

working hours, rewards for suggestions etc. 
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Wages, bonus, personal problems of the workers are outside the scope of Joint management 

councils. The council is to take up issues related to accident prevention, management of 

canteens,water, meals, revision of work rules, absenteeism, indiscipline etc. the performance of 

Joint Management Councils  

have not been satisfactory due to the following reasons: 

Workers’ representatives feel dissatisfied as the council’s functions are concerned with only the 

welfare activities. 

Trade unions fear that these councils will weaken their strength as workers come under the 

direct influence of these councils. 

Work directors: Under this method, one or two representatives of workers are nominated or 

elected to the Board of Directors. This is the full-fledged and highest form of workers’ 

participation in management. The basic idea behind this method is that the representation of 

workers at the top-level would usher Industrial Democracy, congenial employee-employer 

relations and safeguard the workers’ interests. The Government of India introduced this 

scheme in several public sector enterprises such as Hindustan Antibiotics, Hindustan Organic 

Chemicals Ltd etc. However the scheme of appointment of such a director from among the 

employees failed miserably and the scheme was subsequently dropped. 

Co-partnership: Co-partnership involves employees’ participation in the share capital of a 

company in which they are employed. By virtue of their being shareholders, they have the right 

to participate in the management of the company. Shares of the company can be acquired by 

workers making cash payment or by way of stock options scheme. The basic objective of stock 

options is not to pass on control in the hands of employees but providing better financial 

incentives for industrial productivity. But in developed countries, WPM through co-partnership 

is limited. 

Joint Councils: The joint councils are constituted for the whole unit, in every Industrial Unit 

employing 500 or more workers; there should be a Joint Council for the whole unit. Only such 

persons who are actually engaged in the unit shall be the members of Joint Council. A joint 

council shall meet at least once in a quarter. The chief executive of the unit shall be the 

chairperson of the joint council. The vice-chairman of the joint council will be nominated by the 

worker members of the council. The decisions of the Joint Council shall be based on the 

consensus and not on the basis of voting. 
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In 1977 the above scheme was extended to the PSUs like commercial and service sector 

organizations employing 100 or more persons. The organizations include hotels, hospitals, 

railway and road transport, post and telegraph offices, state electricity boards. 

Shop councils: Government of India on the 30th of October 1975 announced a new scheme in 

WPM. In every Industrial establishment employing 500 or more workmen, the employer shall 

constitute a shop council. Shop council represents each department or a shop in a unit. Each 

shop council consists of an equal number of representatives from both employer and 

employees. The employers’ representatives will be nominated by the management and must 

consist of persons within the establishment. The workers’ representatives will be from among 

the workers of the department or shop concerned. The total number of employees may not 

exceed 12. 

Organizational development can be defined as an objective-based methodology used to initiate 

a change of systems in an entity. Organizational development is achieved through a shift in 

communication processes or their supporting structure. Studying the behavior of employees 

enables professionals to examine and observe the work environment and anticipate change, 

which is then effected to accomplish sound organizational development. 

 

Benefits of Organizational Development 

Increasing productivity and efficiency comes with many benefits. One of the best ways to 

encourage positive results in these metrics is by using a well-thought-out organizational 

development structure. Organizational development is used to equip an organization with the 

right tools so that it can adapt and respond positively (profitably!) to changes in the market. 

The benefits of organizational development include the following: 

. Continuous development 

Entities that participate in organizational development continually develop their business 

models. Organizational development creates a constant pattern of improvement in which 

strategies are developed, evaluated, implemented, and assessed for results and quality. 

In essence, the process builds a favorable environment in which a company can embrace 

change, both internally and externally. The change is leveraged to encourage periodic renewal.  

2. Increased horizontal and vertical communication 
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Of considerable merit to organizational development is effective communication, interaction, 

and feedback in an organization. An efficient communication system aligns employees with the 

company’s goals, values, and objectives. 

An open communication system enables employees to understand the importance of change in 

an organization. Active organizational development increases communication in an 

organization, with feedback shared continuously to encourage improvement.  

3. Employee growth 

Organizational development places significant emphasis on effective communication, which is 

used to encourage employees to effect necessary changes. Many industry changes require 

employee development programs. As a result, many organizations are working toward 

improving the skills of their employees to equip them with more market-relevant skills.  

4. Enhancement of products and services 

Innovation is one of the main benefits of organizational development and is a key contributing 

factor to the improvement of products and services. One approach to change is employee 

development – a critical focal point is a reward for motivation and success. 

Successful engagement of employees leads to increased innovation and productivity. Through 

competitive analysis, consumer expectations, and market research, organizational development 

promotes change. 

5. Increased profit margins 

Organizational development influences the bottom line in many different ways. As a result of 

increased productivity and innovation, profits and efficiency increase. Costs come down 

because the organization can better manage employee turnover and absenteeism. After the 

alignment of an entity’s objectives, it can focus entirely on development and product and 

service quality, leading to improvements in customer satisfaction. 

Organizational Development Process 

A conventional approach in the organizational development process is the action research 

model. This model is used by many organizations to guide the OD process. It entails what its 

name describes – research and action. 
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However, there is much more to the OD process than just research and development. There are 

multiple loops used to transmit feedback, which makes an organization more responsive to 

change  

Components of the Action Research Model 

The action research model comprises six key components: 

1. Problem diagnosis 

The organization development process begins by recognizing problems. The method of 

diagnosis usually takes the form of data gathering, assessment of cause, as well as an initial 

investigation to ascertain options.  

2. Feedback and assessment 

The feedback and assessment step often involves proper investigation of identified problems so 

that there is a deep understanding of the challenge at hand. This can include an appraisal of 

documents, focus groups, customer or employee surveys, hiring consultants, and interviewing 

current employees. Information gathered is used to re-evaluate the challenges in the first step. 

3. Planning 

Once an organization defines and understands its challenge, an action plan is put together. The 

plan lays down all the intervention measures that are considered appropriate for the problem 

at hand. Usually, the measures include such things as training seminars, workshops, team 

building, and changing the makeup or structure of teams. Additionally, measurable objectives, 

which define the expected results, form an integral part of the overall plan. 

4. Intervention and implementation 

Once a plan is in place, the intervention phase commences. Since the organizational 

development process is complicated, implementation processes are a key element of the 

model. As an example, if training classes are preferred over other methods, test results will 

form the basis upon which the training process is evaluated. The objective at this point is to 

ensure the required changes take place. If that is not the case, feedback is assessed and used to 

bring about the required change. 

 

 



DNYANSAGAR ARTS AND COMMERCE COLLEGE, BALEWADI, PUNE – 45 

 

Subject: HUMAN RESOURCE PRAC.           Subject code 405                        Class: SYBBA  

 

PROF. CHHAYA KHOKRALE  www.dacc.edu.in 

 

5. Evaluation 

As soon as the intervention plan is complete, the outcome of the change in the organization is 

assessed. If the required change does not take place, the organization looks for the cause. 

Adjustments are made to ensure the obstacle is eliminated. 

6. Success 

Success denotes that the desired change took place. A proper plan and efficiency standards are 

put in place to ensure that the new switch is sustainable. Ongoing monitoring is needed to 

ensure that implemented changes last. Furthermore, as markets and organizations change, new 

problems can arise, leading to the push for further development. Great organizations evolve 

continuously. 

OBJECTS OF ORGANSATIONAL DEVLOPMENT 

. To apply behavioral science theories: The first objective of organization development is to 

apply some behavioral science theories in the organization. By applying these theories 

organization development practices hope for development.  

2. To improve organizational performance: Another objective of organization development is to 

improve the overall performance of the organization. Thus the organization can be established 

as one of the important institutions in human history. 

3. To ensure proper use of individual efforts: Individual performance should be improved. This 

is possible by using individual efforts properly. Organization development ensures proper use of 

human efforts and commitment. 

4. To create awareness: Organization development creates awareness among the people 

working in the enterprise. They feel the need for change in comparison with other 

organizations. 

5. To encourage people to solve problems:  Every organization has many problems and 

challenges. Organization development encourages people to solve these problems and face 

challenges in the present and future. 

6. To establish and maintain interpersonal relations: Organization development activities may 

be implemented with a view to establishing and at the same time maintains interpersonal 

relations among the people of the organization. This can ensure continuous growth. 
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Objectives of Organization Development 

Objectives of Organization Development 

7. To create & maintain a work environment: The working environment must be favorable in 

the organization. Organization development practitioners create a favorable working 

environment and maintain the same for smooth functioning in the future. 

8. To increase knowledge & skills: Knowledge of the latest methods and skills can streamline 

the growth of any organization. Organization development intends to increase the knowledge 

and skill levels through training. 

9. To minimize resistance to change: In most of the cases, every change is resisted, it hampers 

goal achievement. Organization development helps minimize the resistance to change in a 

positive mood so that management becomes more alert. 

10. To create job satisfaction: Job satisfaction encourages people to work hard with joy. 

Organization development creates job satisfaction for employees who are involved in 

organization development activities. 

11. To increase motivation level: Motivation creates interest for work among the employees. 

Therefore another important objective of organization development is to increase motivation. 

12. To create supportive values: Every organization and employee has some values and norms. 

The values and norms can help the organization to uphold its own culture. Organization 

development creates supportive suitable values and norms. 

ORGANSATIONAL DEVLOPMENT INTERVENTION 

Organizational Development (OD) Interventions are structured program designed to solve a 

problem, thus enabling an organization to achieve the goal. These intervention activities are 

designed to improve the organization’s functioning and enable managers and leaders to better 

manage their team and organization cultures. These OD interventions are required to address 

the issues that an organization might be facing ranging from process, performance, knowledge, 

skill, will, technology, appraisal, career development, attrition, top talent retention and the list 

can actually be pretty exhaustive. 
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There are 3 types of interventions that an organization should be able to identify and plan to 

implement. 

1.      Individual: Interventions pertaining to an individual. 

2.      Group: Interventions pertaining to a group. 

3.      Organization: Interventions related to the organization’s strategy and policy. 

An organization should be able to identify the kind of OD intervention required. Once the 

intervention is identified the organization should then plan to address or eradicate the issue at 

hand in an effective manner. Below mentioned are the OD intervention process that an 

organization should have to address any intervention. 

1.      Entering and Contracting: Here we establish the fact that yes we do require OD 

intervention to address an issue. 

2.      Diagnosis: In this process we identify the intervention and establish the root cause of the 

issue. 

3.      Designing Intervention: In this process we design the approach to address the issue or 

intervene to sort the issue out and bring value to business. 

4.      Leading and Managing Change: Here we establish a focus group with management buy in 

and implement the designed intervention. OD intervention is a structured programme driven 

from top to bottom. 

5.      Evaluating and Institutionalizing Interventions: Here we evaluate the course of actions 

implemented and see if we are on track or if we need to re-design the approach so that the 

objective if met. 

There are 4 buckets in which the OD intervention process can be bundled together. 

1.      Human Process: Human process related activities are tagged under this group viz. 

a.      Job Analysis. 

b.      Team Building Activities. 

2.      Strategic : Activities related to organizational strategies and policies are grouped under 

this bucket. 
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3.      Human Resource Management: Human resource related activities are grouped under this 

bucket viz. 

a.      Reward and Recognition. 

b.      Appraisal. 

c.      Career Development. 

Organizational learning is important for all companies, as the creation, retention and transfer of 

knowledge within the organization will strengthen the organization as a whole. 

Organization ensures that the knowledge gained from this process is retained within the 

organization and is transferable. Knowledge retained by individuals cannot be properly 

retained, as individuals can leave, taking their knowledge with them. Embedded knowledge can 

be kept within the organization and shared with all individuals. 

To define organizational learning is to understand the importance of creating a learning culture 

within an organization. This type of learning benefits both individuals, teams, and the 

organization as a whole. There are also positive intra-organizational benefits to this approach. 

What is organizational learning theory? 

The theory of organizational learning focuses on the creation of knowledge and the use of that 

knowledge within an organization Organizational learning theory stresses the importance of 

developing a learning culture within an organization. 

According to this theory, organizations should: 

Develop a culture that prizes knowledge sharing 

Why is organizational learning important? 

The importance of organizational learning is shown by the various benefits that occur in 

organizations that develop a learning culture: 

Increased employee job satisfaction 
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Lower turnover rates 

Increased productivity, profits and efficiency 

Developing leaders at all levels 

Enhanced adaptability throughout the organization 

When organizations dedicate time and resources to developing a learning culture and 

implementing organizational learning, they are more competitive. 

This increased ability to react quickly to fast-changing market conditions is just one of the 

reasons why organizational learning is important. 

An organization that embraces the lessons that can be learned from failure and studies its own 

processes will be an organization that contains more knowledge about best practices, and will 

be much more able to adapt. 
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