
                                                 UNIT I: INTRODUCTION                                                                          

MEANING OF HRM: 

HRM is the art of Procuring, developing and maintaining competent workforce to 

achieve organizational goals effectively. The process of employing people, developing their 

resources, utilizing, maintaining & compensating their service in tune with the job & 

organizational requirements with a view to contribute to the goals of the organization, 

individual & the society. 

 

DEFINITION 

According to Wendell L French “The human resource management refers to the philosophy, 

policies, procedures, & practice related to the management of people within an organization. 

According to Stephen P Robbins, HRM is a process consisting of the acquisition, 

development, motivation & maintenance of human resources. 

IMPORTANCE OF HRM: 

1. Good human resource practices help in attracting & retaining the best people in the 

organization. 

2. In order to make use of latest technology the appointment of right type of persons is 

essential.  

3. The right people can be fitted into new jobs properly only if the management 

performs its HR function satisfactorily. 

4. HR planning alerts the organization to the types of people it will need in the short, 

medium & long run. 

5. Right organizational climate is also stressed upon so that the employees can 

contribute their maximum to the achievement of the organizational objectives. 

6. Effective management of HR promotes team wok & team spirit among employees. 

7. It offers excellent growth opportunities to people who have the potential to rise. 

8. It also encourages people to work with diligence & commitment. 

9. Good HR efforts lead to productivity gains to the society. 

10. It enables the managers to reduce costs, save scarce resources, enhance profits & offer 

better pay, benefits & working conditions to employees. 

 

OBJECTIVES OF HRM 

a. To manage human resources in an ethical & socially responsible manner. 

b. To ensure compliance with legal & ethical standards. 

c. To minimize the negative impact of societal demands upon the organisation. 



2. The department’s level of service must be tailored to fit the organization it serves. 

3. HRM should employ the skills & abilities of the workforce efficiently.  

4. It should aim at making the people’s strength more productive & beneficial to the 

organization. 

5. HRM should aim at providing the organization with well trained & well motivated 

employees. 

6. HRM should increase employee’s job satisfaction to the fullest extent. 

7. HRM should also meet the self-actualization needs of the employees. It should 

stimulate every employee to achieve his potential. 

8. HRM should assist the employees in achieving their personal goals, at least in so far 

as these goals enhance the individual’s contribution to the organization. 

9. HRM should develop & maintain a quality of work life.  

10. It makes employment in the organization a desirable, personal & social situation. 

Organizational performance can never be improved without the quality of work life. 

11. The HRM should also communicate HR policies to all employees. It will help the 

HRM in tapping the ideas, opinions, feelings, & the views of the employees 

 

Nature of Human Resource Management 

The nature of HRM describes its key characteristics and fundamental principles. 

Understanding the nature helps in recognizing the role HRM plays in modern organizations. 

1. People-Oriented 

HRM is primarily concerned with people at work. It deals with hiring, training, motivating, 

and maintaining the workforce. Employees are viewed as valuable assets rather than just 

resources. 

2. Goal-Oriented 

HRM aims to help the organization achieve its objectives by developing and managing 

people effectively. It also ensures that employees' personal and professional goals are met 

through their work. 

3. Integrative Function 

HRM coordinates various functions of the organization by acting as a bridge between 

different departments and ensuring all HR practices support the overall strategy of the 

business. 



4. Continuous Process 

HRM is not a one-time activity. It starts with the recruitment of employees and continues 

until their exit from the organization. It involves continuous planning, monitoring, and 

improvement of human resource activities. 

5. Universal Function 

HRM is applicable to all types of organizations—manufacturing or service, public or private, 

small or large—since every organization needs to manage its human resources. 

6. Development-Oriented 

HRM places strong emphasis on training and development. It ensures that employees are 

continuously improving their skills and competencies to meet changing business demands. 

7. Strategic in Nature 

In modern organizations, HRM is not just an administrative function. It plays a strategic role 

by contributing to long-term planning and helping the organization gain a competitive 

advantage through its people. 

 

Scope of Human Resource Management 

The scope of HRM includes all activities related to the management of people. It covers 

various areas, each essential for building a productive and positive workforce. 

1. Human Resource Planning 

This involves forecasting the organization’s future human resource needs and preparing plans 

to recruit and retain the required talent. 

2. Recruitment and Selection 

HRM includes attracting, interviewing, selecting, and onboarding the right people for the 

right jobs at the right time. 

3. Training and Development 

Providing opportunities for employees to enhance their skills and knowledge. This includes 

orientation programs, technical training, soft skills development, and leadership training. 

4. Performance Management 

HRM involves evaluating employee performance using performance appraisals, feedback 

systems, and goal-setting techniques to improve efficiency and productivity. 



5. Compensation and Benefits 

Designing fair and competitive salary structures, bonuses, incentives, and employee benefits 

such as health insurance, retirement benefits, and paid leaves. 

6. Employee Welfare and Safety 

Ensuring the physical and mental well-being of employees by providing a safe work 

environment, health care, recreational facilities, and stress management programs. 

7. Industrial Relations 

Managing the relationship between the employer and employees or their trade unions. This 

includes handling disputes, negotiations, and maintaining labor law compliance. 

8. Legal Compliance 

HRM ensures that the organization adheres to labor laws, such as equal employment 

opportunity, wages, working hours, and employee rights. 

9. Employee Engagement and Retention 

Creating a positive work culture where employees feel valued, engaged, and committed to 

staying with the organization long-term. 

 Roles of an HR Manager 

1. Strategic Role 

In today’s competitive environment, HR managers contribute to the long-term success of the 

organization by participating in strategic planning. They are involved in workforce 

forecasting, identifying future skills, and designing strategies to attract and retain talent. 

2. Operational Role 

HR managers manage the day-to-day HR functions such as recruitment, employee 

attendance, leaves, payroll processing, and handling employee queries. They ensure smooth 

operations of HR processes and compliance with company policies. 

3. Administrative Role 

This role includes maintaining employee records, managing HR databases, ensuring timely 

documentation, and generating HR-related reports. It also includes managing government 

compliance and labor law documentation. 

 



Responsibilities of an HR Manager 

1. Manpower Planning 

HR managers analyze the current workforce and forecast future human resource needs. They 

ensure the organization has the right number of employees with the right skills at the right 

time. 

2. Recruitment and Selection 

They design job descriptions, post vacancies, screen resumes, conduct interviews, and select 

the most suitable candidates. They also ensure diversity and equal opportunity in hiring. 

3. Training and Development 

HR managers identify training needs and organize programs to upgrade the skills of 

employees. This includes onboarding for new hires and ongoing development for existing 

staff to improve performance and prepare for future roles. 

4. Performance Management 

They implement performance appraisal systems to evaluate employee performance, set goals, 

provide feedback, and identify areas of improvement. HR also supports managers in coaching 

and mentoring employees. 

5. Compensation and Benefits 

HR managers design salary structures, incentive plans, and employee benefits. They ensure 

fair and competitive compensation to attract and retain talent while maintaining internal 

equity and budget control. 

6. Employee Relations 

HR managers maintain positive employee relations by addressing grievances, resolving 

conflicts, conducting employee satisfaction surveys, and fostering a healthy work culture. 

They act as a mediator between management and employees. 

7. Compliance and Legal Responsibilities 

They ensure the organization complies with labor laws, workplace safety norms, minimum 

wage laws, and anti-discrimination policies. They also prepare reports for legal audits and 

maintain statutory records. 

8. Employee Welfare and Safety 

HR managers implement welfare schemes such as health insurance, maternity benefits, 

canteen facilities, and recreational activities. They also promote a safe and healthy working 

environment by conducting safety drills and wellness programs. 



9. Succession Planning and Career Development 

They identify high-potential employees and prepare them for future leadership roles through 

mentoring, coaching, and internal promotions. HR helps design career paths that align 

individual growth with organizational needs. 

10. Change Management 

HR managers play a critical role during organizational changes like mergers, restructuring, or 

technology adoption. They manage communication, reduce employee resistance, and support 

a smooth transition. 

Meaning of HR Policies 

HR policies are a set of formal written statements that define how various HR issues and 

employee-related matters will be handled within an organization. These policies reflect the 

organization's values, culture, and commitment to its workforce. 

They serve as a reference point for both managers and employees, ensuring consistent 

treatment and decision-making. HR policies cover various areas such as recruitment, 

compensation, leave, promotion, discipline, employee conduct, and grievance handling. 

Characteristics of Good HR Policies 

1. Clear and Concise: Policies should be written in simple and understandable 

language. 

2. Consistent: They should be applied uniformly across all departments and employees. 

3. Flexible: Policies should allow room for reasonable adjustments when necessary. 

4. Legally Compliant: They must follow all relevant labor laws and regulations. 

5. Aligned with Organizational Goals: Policies should support the mission and vision 

of the company. 

 

Types of HR Policies 

1. Recruitment and Selection Policy 
Outlines how the organization will attract, evaluate, and hire candidates. It ensures 

fair and transparent hiring practices. 

2. Training and Development Policy 
Describes how the company will improve employee skills through regular training 

and learning opportunities. 

3. Leave Policy 

Specifies different types of leave (casual, sick, earned, maternity, etc.) and the rules 

for availing them. 

4. Performance Appraisal Policy 
Defines the process of evaluating employee performance, including timelines, 

methods, and rewards. 



5. Compensation and Benefits Policy 
Details salary structures, bonus schemes, and non-monetary benefits such as insurance 

and retirement benefits. 

6. Disciplinary Policy 

Lays out the procedures for managing employee misconduct, including warnings, 

investigations, and disciplinary action. 

7. Workplace Safety and Health Policy 
Ensures that the work environment is safe, healthy, and compliant with safety laws. 

8. Equal Opportunity and Anti-Harassment Policy 
Promotes fairness and prohibits discrimination or harassment based on gender, race, 

age, or other protected characteristics. 

 

Meaning of HR Procedures 

While HR policies provide the “what” and “why,” HR procedures explain the “how.” 

Procedures are detailed, step-by-step instructions that guide the implementation of HR 

policies. They ensure that all employees follow the same process and that there is clarity in 

action. 

For example, a leave procedure under the leave policy would specify: 

 How to apply for leave (online form, email, or written application) 

 Whom to inform or get approval from 

 Documentation required (like a medical certificate) 

 Leave approval and rejection process 

 

Importance of HR Policies and Procedures 

1. Consistency in Decision-Making 
Policies reduce ambiguity and ensure all employees are treated equally. 

2. Legal Protection 

Well-drafted policies protect the organization from legal disputes and labor law 

violations. 

3. Improved Communication 
Clear HR policies and procedures help employees understand what is expected from 

them and what they can expect from the organization. 

4. Increased Efficiency 

Defined procedures streamline operations and reduce confusion and delays. 

5. Enhanced Employee Satisfaction 

Transparent and fair policies build trust and improve morale among employees. 

 



Steps in Formulating HR Policies and Procedures 

1. Identifying Needs: Understanding issues or gaps in current practices. 

2. Consultation: Involving department heads, legal advisors, and employee 

representatives. 

3. Drafting Policies: Preparing initial policy documents and procedures. 

4. Review and Approval: Management reviews and approves the draft. 

5. Communication: Policies are shared with employees through handbooks, emails, or 

training sessions. 

6. Implementation: Ensuring that policies are followed in daily operations. 

7. Monitoring and Updating: Reviewing policies regularly and updating them as per 

changes in law or business needs. 

 

PERSONNEL MANAGEMENT 

Meaning:- it is the process of Planning, organising, compensation, integration & 

maintenance o people for the purpose of contributing to organisational individual & 

societal goals. 

Personnel management can be defined as obtaining, using & maintaining a satisfied 

workforce. 

Definition:- Acc. to Flippo “ personnel management is the planning, organizing, 

compensation, integration & maintenance of people for the purpose of contributing 

to organisational, individual & societal goals. 

Acc, to Brech “ personnel management is that part which is primarily concerned with 

human resources of organisation. 

 

DIFFERENCES BETWEEN PERSONNEL MANAGEMENT & HRM 

 

PERSONNEL MANAGEMENT HRM 

It is a traditional approach to managing 

people in the organization. 

It is modern approach to managing people 

in the organization. 

It focuses on personnel administration, 

employee welfare, & labour relation. 
It focuses on acquisition, development, 

motivation & maintenance of HR in the 

organization. 

It assumes people as input for achieving the 

desired output. 

It assumes people as in important & 

valuable resource for achieving the 

desired output. 

It undertaken for employee satisfaction. It undertaken for goal achievement. 

Job design is done on the basis of division of 

labour. 

Job design function is done on the basis of 

group work/teamwork. 



Employees are provided with less training 

& development opportunities. 

Employees are provided with more 

training & development. 

Decisions are made by the top management as 

per the rules & regulation of the organisation 

Decisions are made collectively after 

considering employee’s participation, 

authority,  decentralization,  competitive 

environment etc. 

It focuses on increased production & 

satisfied employees 

It focuses on effectiveness, culture, 

productivity & employee’s participation. 

It is concerned with the personnel 

manager. 

It is concerned with all levels of managers 

from top to bottom. 

It is a routine function. It is a strategic function. 

 

 

Environment of Human Resource Management (HRM) 

 

Introduction 

The environment of Human Resource Management (HRM) refers to the various 

internal and external forces that influence the HR practices, decisions, and strategies within 

an organization. Since HRM is a dynamic function, it does not operate in isolation. It is 

constantly affected by changes in political, economic, social, technological, legal, and 

environmental conditions. Understanding the HRM environment helps organizations adapt 

effectively and make informed human resource decisions. 

Types of HRM Environment 

The environment of HRM is broadly divided into two categories: 

1. Internal Environment 

2. External Environment 

 

1. Internal Environment of HRM 

The internal environment refers to the factors within the organization that impact HRM. 

These factors are generally under the control of the organization. 

a) Organizational Culture 

The shared values, beliefs, attitudes, and behaviors within an organization define its culture. 

HR policies and employee behavior are strongly influenced by the organization’s culture. A 

positive culture promotes teamwork, openness, and performance. 



b) Organizational Structure 

The hierarchy, departmentalization, and reporting relationships in an organization affect the 

flow of HR functions. A tall or rigid structure may slow down HR processes, while a flat 

structure encourages faster decision-making and communication. 

c) Management Style 

The leadership approach of top executives and line managers has a significant influence on 

HRM. For example, a participative management style encourages employee involvement in 

HR decisions, while an autocratic style may lead to centralized HR control. 

d) Company Policies and Procedures 

Internal rules and policies regarding hiring, compensation, promotions, and benefits shape 

how HRM functions are carried out. 

e) Employee Characteristics 

The size, skill levels, motivation, and diversity of the workforce directly impact HR planning, 

training, performance management, and engagement strategies. 

 

2. External Environment of HRM 

The external environment includes factors outside the organization that influence HR 

practices. These are generally beyond the control of the organization and require continuous 

monitoring and adaptation. 

a) Economic Environment 

Economic conditions such as inflation, unemployment, recession, and interest rates affect the 

availability of labor, wage levels, and hiring trends. During economic downturns, HR may 

focus on cost-cutting and layoffs, while in growth phases, recruitment and expansion take 

priority. 

b) Technological Environment 

Technological advances influence the way work is performed. HR must train employees to 

use new tools, adopt automation, and manage remote or hybrid work environments. 

Technology also changes HR operations (e.g., HRIS systems, e-recruitment, online 

performance appraisals). 

c) Political and Legal Environment 

Government policies, labor laws, industrial relations acts, wage laws, and health and safety 

regulations impact how HRM functions. HR managers must ensure legal compliance in 

hiring, employee rights, workplace safety, and grievance handling. 



d) Socio-Cultural Environment 

Society's attitudes towards work, gender roles, education, family values, and diversity affect 

HR policies on equality, inclusion, and work-life balance. Organizations must respect social 

norms and cultural practices in their HR planning. 

e) Demographic Environment 

Changes in population age, gender composition, literacy levels, and migration trends 

influence HR decisions on recruitment, succession planning, and workforce diversity. 

f) Global Environment 

Globalization has led to international competition, multicultural workforces, outsourcing, and 

overseas assignments. HRM must adapt to global standards and manage cross-border teams, 

differing labor laws, and cultural differences. 

Importance of Understanding the HRM Environment 

1. Better HR Planning: Helps forecast future HR needs and challenges. 

2. Improved Decision-Making: Enables HR managers to make informed and strategic 

decisions. 

3. Legal Compliance: Reduces legal risks by adapting to changes in labor laws and 

regulations. 

4. Employee Satisfaction: Aligns HR practices with employee expectations and cultural 

values. 

5. Competitive Advantage: Helps the organization stay ahead in dynamic and uncertain 

business environments. 

6. Adaptability: Facilitates quick response to changes in the business environment. 

 

Concept and Scope of Strategic Human Resource Management (SHRM) 

 

Introduction 

Strategic Human Resource Management (SHRM) is an advanced approach to managing 

people in an organization. It involves linking human resource practices directly with the 

organization’s long-term goals and strategies. Unlike traditional HRM, which focuses on 

routine HR functions, SHRM plays a proactive and integral role in shaping organizational 

direction. It emphasizes aligning the HR department’s objectives with overall business 

strategies to gain a competitive advantage. 

 

Concept of Strategic Human Resource Management (SHRM) 

Strategic Human Resource Management refers to the design and implementation of HR 

systems that are aligned with the organization’s strategic goals. It ensures that human capital 



contributes directly to the success of the business. SHRM integrates HR policies—such as 

recruitment, training, performance appraisal, and employee retention—with the strategic 

planning process of the organization. 

In simple terms, SHRM means thinking of employees as strategic assets. It involves planning 

for future workforce needs, managing talent, and fostering a work culture that supports 

innovation, adaptability, and growth. 

 

Key Features of SHRM 

1. Alignment with Organizational Goals 

SHRM ensures that HR strategies support the business goals of the organization. 

2. Long-Term Focus 

It looks beyond day-to-day operations and prepares the organization for future 

challenges. 

3. Proactive Approach 
SHRM anticipates future HR needs and prepares strategies in advance rather than 

reacting to problems. 

4. Integrated Decision-Making 

HR decisions are integrated with decisions made in finance, marketing, operations, 

and other departments. 

5. Focus on Performance and Competitiveness 
SHRM helps build a high-performance culture and gain competitive advantage 

through people. 

 

Scope of Strategic Human Resource Management 

The scope of SHRM includes a broad range of strategic HR functions and activities that 

contribute to the long-term success of an organization. These include: 

1. Strategic Workforce Planning 

SHRM involves analyzing future HR needs and preparing the organization to meet those 

needs. This includes forecasting employee numbers, required skill sets, and succession 

planning. 

2. Talent Acquisition and Retention 

SHRM focuses on attracting high-quality candidates who fit the organizational culture and 

values. It also ensures that strategies are in place to retain top talent through career 

development, recognition, and job satisfaction. 



3. Performance Management Systems 

Strategic HRM establishes performance management practices that align employee goals 

with organizational goals. This includes performance appraisals, key performance indicators 

(KPIs), and rewards systems. 

4. Training and Development 

SHRM ensures that employee development programs are aligned with strategic needs, such 

as leadership development, digital skills, innovation training, and adaptability to change. 

5. Succession Planning 

SHRM identifies and develops internal employees to fill future leadership roles. This ensures 

continuity and reduces dependency on external hiring. 

6. Organizational Culture Building 

A strong organizational culture is a key strategic asset. SHRM promotes values, behaviors, 

and practices that support strategic priorities such as innovation, customer service, and 

collaboration. 

7. Change Management 

In times of organizational change (e.g., mergers, digital transformation), SHRM helps 

manage employee transitions, reduce resistance, and support smooth implementation. 

8. Employee Engagement and Motivation 

Strategic HRM focuses on creating a work environment where employees feel motivated, 

valued, and aligned with the organization’s mission. 

9. HR Metrics and Analytics 

SHRM uses data and HR analytics to make evidence-based decisions related to hiring, 

promotions, training effectiveness, and turnover reduction. 

Benefits of SHRM 

 Aligns people with business strategy 

 Enhances organizational flexibility and innovation 

 Builds a high-performance workforce 

 Reduces employee turnover and improves retention 

 Increases employee engagement and job satisfaction 

 Supports long-term growth and sustainability 

 

 

 



HRM as a Competitive Advantage in the VUCA World 

Introduction to the VUCA World 

The term VUCA is an acronym that stands for: 

 V – Volatility (rapid and unpredictable changes) 

 U – Uncertainty (lack of predictability or clarity) 

 C – Complexity (many interconnected factors) 

 A – Ambiguity (confusion about cause and effect) 

The modern business environment is highly dynamic, fast-changing, and unpredictable due to 

globalization, technological disruption, and changing workforce expectations. In this VUCA 

world, organizations face constant challenges that require agility, innovation, and resilience. 

This is where Human Resource Management (HRM) plays a vital role in helping 

organizations navigate change and gain a competitive advantage. 

 

Meaning of Competitive Advantage 

A competitive advantage refers to the edge an organization has over its competitors, 

allowing it to produce greater value for customers or operate more efficiently. In the VUCA 

world, the ability to manage and develop human capital becomes a key source of this 

advantage. 

 

How HRM Provides Competitive Advantage in the VUCA World 

1. Building an Agile and Adaptive Workforce 

HRM helps in recruiting and training employees who are adaptable, innovative, and open to 

change. Flexible HR policies, job rotations, and cross-functional teams enable organizations 

to respond quickly to market changes. 

2. Talent Acquisition and Retention 

In a competitive and uncertain world, attracting the right talent is crucial. HRM uses strategic 

talent acquisition methods, employer branding, and strong employee value propositions 

(EVPs) to attract skilled professionals. Retention strategies like career growth opportunities, 

recognition, and employee engagement help retain top performers. 

3. Developing Leadership at All Levels 

HRM designs leadership development programs and succession planning initiatives to 

prepare employees for future challenges. Strong leadership is essential for guiding 

organizations through uncertain times. 



4. Promoting Innovation and Learning Culture 

In a VUCA world, innovation is a necessity. HRM fosters a culture of continuous learning 

through training, upskilling, and knowledge sharing. Learning and Development (L&D) 

programs make the workforce future-ready. 

5. Employee Engagement and Well-being 

Employee motivation and mental well-being are critical in times of uncertainty. HRM plays a 

major role in designing wellness programs, maintaining work-life balance, and enhancing job 

satisfaction—all of which increase productivity and commitment. 

6. Diversity and Inclusion (D&I) 

A diverse and inclusive workplace is more resilient and innovative. HRM promotes inclusive 

hiring practices and ensures equal opportunities, creating a positive and competitive 

workplace culture. 

7. Use of HR Analytics and Technology 

HRM uses data analytics to make informed decisions about hiring, performance, turnover, 

and training. Technologies such as Artificial Intelligence (AI) and HR Information Systems 

(HRIS) streamline HR operations and improve decision-making. 

8. Effective Change Management 

Organizational change is frequent in the VUCA world. HRM assists in managing change by 

communicating effectively, reducing employee resistance, and providing support during 

transitions like restructuring, digital transformation, or mergers. 
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