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After going through this unit you will be able to:

define the nature and concept of Human Resource Planning,
identify the importance and objectives of HRP,

highlight the different types and the approaches to HRP,
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1.1 HUMAN RESOURCE PLANNING (HRP) o
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1.2 CONCEPT OF HR PLANNING
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Human resaource pllﬂl“ng s the most |mmﬂ.ﬂt .bm.‘“ Ina '“_”M'flll hlun:n.
Fesource management system. A survey roportad that 85 per cent f Chioy Exnc gy,
listed human resource planning as one of the most critical manageme, u '

w"'fﬂhmi!
of 1980s, which Is still valid In this decade. But what do we mean by Humag R
Planning?

Human resource planning is the process by which the Organizatj,,, il

that it has right number and right kind/type of people in right places, the igh

effectively performing organizational lasks helping achievement (,
objectives.
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i dress the h, Jman
opting short 1arm,

O account the rapid changes n
technology and developments in the market

resource. Attempts are made to match ihe
S, making them Compatible with the achievement of
Organization's future needs.

résource along with other resources. The organization which ignores this resource

fails in achieving its objectives This is because Organizations are created by anc
Composed of People which are the most valuable

asset of the organization. Therefore,
SUpPly of human resoyrce Mmust be sufficient to énsure healthy operation of the
Organization and thig is Possible through proper Human Resource Planning.

(@ it helps in talent inventory, .e.. to assess the current human resource, its
skills, abilities ang potentials and to analyze how those are being used.

(®) 1t helps i workforce forecast, le., to predict future human resource
fequirements, the number and ty

P8, and prepare paople to meet the needs
of the organization,



Human Resources Planning
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It helps in preparing the action plans for proper recruitment, selection,
transfer, promotion, training and development and compensation

administration to enlarge the pool of people qualified to fill up the projected
vacancies.

It acts like a control device providing feadback on the overall effectiveness
of human resource planning through monitoring of the degree of attainment
of human resource objectives. It also helps in cost control by avoiding
excess/short supply of manpower.

IT ensures continuous supply of required human resaurce with requisite
skills during restructuring and expansion of the organization.

1.4 OBJECTIVES OF HUMAN RESOURCE PLANNING

The basic objective of human resource planning is to properly estimate the
number, type and skill required by the organization for its continuous growth. Human
resource planning is done by the organizations for fulfilling the following objectives:

)
@
&)

@

Predicting the human resource requirements for the organization to ensure
availability of right kind of people at right places in right time;

Preparing people to meet the challenges of changes in technology,
environment, socio-political scenario, legislative provisions effectively;

Using the existing human resource effectively through Human Resource

inventory which helps in cost control and minimizing the wastage of
manpower; and

Preparing effective action plans for recruitment, selection, training and

development, wage and salary administration, performance management
and separation.

« Activity A
1. Write down Remember at least two objectives of HRP.

...........

..........

...........................................................................................................

............................................................................................................

............................................................................................................

2. Write down the importance of HRP.

..........

..........

............................................................................................................

............................................................................................................

1.5 TYPES OF HUMAN RESOURCE PLANNING

There are different types of planning: Strategic, Tactical and Short-range and
Long-range planning.
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(m) Strategic Human Resource Planning: The pace of chan
strategic planning Is about changing Industry policies fo prepar
keeping pace with the changes. Itincludes:

() Defining the philosophy of the organization,

9@ I8 accelaryy,,

(il) Formulating statements of purpose and objectives,

(i) Evalugling strength and weaknesses to asses competitive positic,
organization;

(iv) Developing strategies to achieve the objectives in timg "
effectiveness; and

(v) Developing action plans and their evaluation processes,
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Strategic planning emphasizes on growth. Strategic human resource plap;
goes along with the strategic business planning. Through future orienteq o, s!;ar;ﬁmq
job analyses and expansion/ growth plans the manpower need is analyze B%ch
these external challenges like economic developments, W‘iﬁcahlegm_.jm;i ]
technological changes are analyzed and strategic plans are prepareq aw)r'd i n{;:d

(b) Tactical Human Resource Planning: This is also known a5 o ..
planning which addresses issues associated with the growth or ney r)pe%(m;na!
well as with any specific problem that might adversely affect the pace Diannifj
growth. Developing new recruitment and selection processes for attracting i, b(;st
talents, rescheduling the compensation administration, redesigning the jobs with
more freedom and challenges, restructuring the training and developmen; plans
new policies for right-sizing the manpower along with redeployment and separation
plans for redundant employees are the examples of tactical human resource plans

Human resource planning should match with business plans, as it answers the
questions like:

(a) What are the implications of strategic business plans a human resource?
(b) What internal and external problems will be faced?
(c) What can be done in the short-run to prepare for the long-run?

Short-run Plans are the tactical plans/ action plans, prepared for managing
the day-to-day and routine issues in the organization, where as long-run plans
helps in developing continuous growth-oriented strategies.

1.6 HUMAN RESOURCE PLANNING APPROACHES

The human resource planning in general theoretically has left three options
before any planner: the first option is to treat any social programme like education
health as a consumable goods and demand for such is the public (consumer) demand
for more schools/ hospitals or to provide such facilities. The second option is ©
view such programme as an investment and evaluate such an investment in terms
of return on such. The third option is to consider the skilled manpower as basic
input for production of goods or providing quality services.

» Accordingly there are three approaches for Human Resource Planning,
suchas: e Social Demand Approach

¢ Rate of Return Approach
e Manpower Requirement Approach




Human Resources Planning

1.6.1 Soclal Demand Approach

This approach refies on the assessment of the soclety's need for the programme
Itis an aggregate of individual's demand which (s not possibie to calculate Thersfore,
this approach depends on the assessment of trends and projection of social demand

for the programme. This approach is applicable to plan for the human resource of
the society in general in relation to solve a social problem.

This is a very complex system which depends on many social factors related
to the programme. For example: The educational programme although decided on
public (consumer) demand is influenced by contingent conditions like direct costs
of education, students’ grants, existing admission process and standards, etc.

Therefore, this approach suffers from the difficulties associated with any futurological
exercises.

1.6.2 Rate of Return Approach

Rate of return approach considers the soclal programme as a contributor to
productivity and facilitates investment-decisions in it. The example is: investment

in education contributes towa.rds expansion of facilities and its return through direct
monetary benefit (like extra life time earnings received which can be attributed to
the investment).

However, rate of return approach is only indicative of relative priorities. This
analysis does not take cognizance of supply and demand of skills in the labour
market. Therefore, it is doubtful whether such an approach is effective in making
investment decisions.

e Activity B

1. Point out different types of HRP.

..........................................
............................................................................
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2. What is Social Demand approach?

......................................................................................................................
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3. What is Rate of Return approach?

B o s e e P T T EY DL ERSE LR LA LE R L AR bt CLLET T AEEAEIEARE SRR RA SRR R s a e .
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& What is Man Power Requirement approach?

1.6.3 Manpower Requirements Approach

MQ.MHMWWNM -
steps rvolved in s axercise are .

(1 b,

» Anticipating the directions and magnitudes of the developmer,
» Ewvolving norme for employing manpower,
» Estimating manpower requirements elc

Limitation of these approaches is:

» These are based on assumptions of the distant unknown fis. .. -
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resuling m ether excess supply or excess demand. Excas, -,

these s very difficult to be managed.
This approach is more relevant for business organization.
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1.7 HUMAN RESOURCE PLANNING PROCESS

—
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spite of s unique charactenstics and specific applications, it must be inkec o~
mmmm-mmmmmﬁ-,—;
Resource Planning s @lustrated in the figure below:

Strategic Planning Operational Budgeting.
Long-range Planning Middie
Perspective range Perspective * Anrual perspec
* Corporate Philosaphy, 5 * Indvious
- . Pianned programs, formance e
Sovronments * Resource pians, .p
. m& &Fw : ﬂ i
Constrants, Strategies, i mms
* Objectves & goais, .&Wu mgm“ﬁ' * Monitorng & oo
* Sraeges ’ of results.
z'lhd Forecasting Action Plans
Meeds Recnament.
F : -Stnhruh Promoton & Trans's
& * Saffing mix Organizabonal
o Amaiyeis of * Organization and Changes.
Maragement Job design Tranng & Devecor=*
ocaors + Avatabeer projected Campensanon &
resources benefits. .
- Net requIrements Labour Relabors

Fig. 1.1 Business Planning and Human Resource Planning.
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The middie-range operational planning flows from long-range strategic planning
of the organization The short-range annual budgets mention spectfically about
timetables. allocation of resources and wayn/ standarda of implamenting the other
two plans

HumAan resounce planning looks at the issues relating to hifure business neecls,

| factors fike social trends and demograptty and measuring the intermal supply
of amployees in the long-run, at the business plan level

Al the operational level, human resource planning (8 concermad with detail
forecast of smployee supply and employee demand Specific action plana are

basing on these forecasts This Inchudes all the functional areas of huMAnN
rasource management

However, Human Resource Planning is Influenced by several axternal and
internal factors which is depicted in figure 1.2

EXTERNAL FACTORS INTERNAL FACTORS HR PLANNING
Legal Framework Strategic Business Planning| | Projected Staffing Needs
« Legislations ] |+ Corporate Philosophy "\ « No of openings
* Rules & « Environmental Scan 4
Regulations L Tipea oS00
ssessmenl of + Projectad staff
|| organizational strengths
& weaknesses avallabllity:
r Markets « Development of Strategic | M+ Skill
« Aveiability of Business Objectives « Experience
required skills
+ Reconciliation of
needs and availability
i E
— "'W"mam ] ] ] » Formulation of action
Competition Operational Planning plans for recruitment,
« Technological - Retaintion, Training,
Change Specific plans for Transfers,
« Economic policies growth, Promotions,
. Leadership acquisition, [ Separation, efc.
' diversification

Fig. 1.2 Factors Influencing Human Resources Planning
The objectives of human resource planning are to ensure the followings:
(@) to obtain and retain the human resource of required quality and quantity in
the organization in right time and at right place; and
(b) tomake optimum utilization of obtained human resource for the purpose of
The human resource planning process includes the following steps:
(1) Demand forecasting
(2) Supply forecasting
(3) Determining the Human Resource gap
(4) Formulating Action Plans
(5) Monitoring and Review
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. tages of human resource p|3nﬂing b \
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TR I rom deciding on the planning horizon. i.e. about the perio
process starts ere should be an integration with the corporate plan an— .
"M 10w

i ty. Th it}
the plan will apply 4 strategies the projection for demand for ang SUDDly of

the corporate plans an know about the difference between the estima.. "
be prepared to kKNO S S wh,,..
resource be B D esource gap. The gap may be bridged p through recr

known as human ' dundancy plan (j

training plan (if demand exceeds supply) or re cy plan (if Suppiy e

demand).

B SUSINESS OBJECTIVES and STRATEGIC PLANS ™
Market Production m
A:alysis Plans Plansg !

\ - Planning /\
r
Time Horizon (short/long) ——
] L —
{ L
HR Demand Estimating HR HR Inventory, —— |
Forecasting Gap Analysis HR supply forscsy | |
Number, Type, Skil I Intenal ~&—£‘:E‘_"____
Action Plans 1
« Recruitment ‘
+ Training
* Transfer
* Promotion |
* Redundancy ;
* Retention 1
4
Monitoring & Control T
Feedback

Fig. 1.3 Human Resource Planning Process

The steps in human resource planning process are interrelated and mary
times seen over lapping or being done at a time.

Fore_cestlng the Human Resource Demand: This step refers to the proces
of estimating the need for human resource in future in the context of corporaté

functional plans. The demand for human resource at various levels is primanfy .
to the following factors:

Exte_rnal Challenges due to economic development, socio-political an°
technological changes and competition.

oL E!;onon?Ic Developments refer to the changes due to globalization, &
Ilbe(allzahon which brought opening up of markets, capital market reforms, on-in"e’
trading, etc. along with them. This demanded for establishment and expansio” ©

manufacturing and service industries demanding f i fessionally
: or better qualified profess!
trained workers in them e 9 s

10
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2. Soclo-political and Technological Changes refer to the changes in social,
potttical and legal environment as well as technologlical advancement. The legal
provision demand for specific recruitment where as technological advancements
need specific skills and demand for least manpower.

3. Competition is the result of open market economy which brings penefits to
the customers but raises the issue of survival for the compary in the market. Labouf
cost and skill management become two major issues due to competition.

Internal Challenges:

The human resource requirements for a given level of activities/operations
vary inthe same organization over a period of time or among organizations depending
on the production technologies, processes, market analysis, etc. The plans refer to
expected changes in production or manpower levels arising due to changes in
methods and technologies. The modernization programme in Rourkela Steel Plant
of SAIL influenced the HR level.

1. Organizational Decisions: HR planning takes into account the strategic
plans, expansion strategies, sales and production forecasts into account. NTPC's
taken over of TTPS of Orissa demanded for work force restructuring and rightsizing.
Ventures into new areas demand for new skills.

2. HR Factors: Intemal HR factors like separation due to retirement, resignation,
termination, long absence, etc. also influence the demand foreca st.

1.7.2 Job Analysis

Job Analysis is the foundation of many HR functions. Human resource inventory
tells us about what employee can do where as job analysis tells us about the
fundamentals of the jobs including the behaviors required to perform these jobs.
The term job analysis refers to the process of obtaining information about the jobs.
Itis the formal study of all the aspects of jobs. It tells about the tasks to be performed
and the human characteristics needed to perform such/tasks.

The written summary of task requirements is called job description and HR
requirement is known as job specification. These are the two aspects of job analysis.
Job A?alysis

[ |

Job Description Job Specification

% Factual statement of tasks, duties, » Statement of knowledge, skills,
responsibilities to be performed by abilities required to perform the job.
the employees.

But there is no standard format for such description. However, this usually
describes: the job title (name/title of the job), the job position (where is it), the job
summary (a statement of what the job is about), the job activities (the tasks
performed, materials used, machines/ equipments required, nature of supervision,
etc), the working conditions (the physical environment — light, ventilation, heat,
hazards, etc), and the social environment (interpersonal relationship, communication
system etc.).

Job specification is the process that tells about the human atributes in the
form of education (knowledge), training, experience, abiltties and skills required to
perform a particular job.

11
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te job specification helps in mo ;
ing complete and accura @ Objegy,
DW::.?':,f jgb requirements. If this is not done perfectly that makes r, J ::'Ve
asssssél:penswe. Unnecessary reflections of hlgh qualifications, trainlng :”‘
n;c:)rgrience help in reducing the number of applications leaving for limjteq ChO#f;end
e

However, accurate assessment should be the basis for sych Speci

which facilitates other processes. Job Analysis information has direct impacy o
effective planning and recruitment of HR in the organization.

lon
the,

Job Analysis Process

larly in the organization. Earliey 4
Job analysis should be done regu . : “FQue tg 5,
pace of development jobs were found to be static and were designed i, the man,:”

so that there would be no change. People were changing but jobs were rc'am:u'mrl'r
static. Now jobs are changing to accommodate the changes in techno|ogy’ Uﬂic.n(_;

management agreements and the work environment.

The pace of change in technology deman'ds for change in nature of job ag e
as skill and knowledge required to perforr:n theljob. For example, manyg typing he;s
been replaced by computers and adrqinlstratlon a!cceptmg e:-gcw'_ern;,me Systen
brought new demands for changing quallﬁcam_)ns, skill, etc. Und.er. union-mg -
agreements, the work conditions, nature of jobs and responsrbm!y factors change
which demands to rewrite the summary of the job. Also, the HR available hzg Changed
its characteristics as far as qualification, skill, experience, etc. are COncemeq
Therefore, it is essential to consider the above changing factors while going for iob

analysis.

e Activity C
1. What are the external Challenges face during forecasting HR demand?

............................................................................................................
.....................................................................................................................
......................................................................................................................

.....................................................................................................................

......................................................................................................................

......................................................................................................................

--------------------------------------------------------------------------------------------------------------------

-----------------------------------------------------------------------------------------------------------------

--------------
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The process of job analysis Involves the following steps :

(1) Organizational Analyais: It in nocossary Lo gel an overall ploture of jobs
in the organization along with Interrelationships among them and thelr contributions
towards the organizational objectives. The organization chart and process charts
give such inputs for the purpone,

(1) Developing Clarity on the uses of Job Analysis Information: Job nnalysis
information can be used for all HR tunctions, But, thare should be clarity on how this
information is going to be used

(1) Selecting IJobl for Analysis: Analysis of ench Individual job is a time:
consuming and difficult process. It is, therefore, desirable to select job, of
representative characters, for analysis,

(iv) Collecting Data: Data are necessarily collected on physical aspects and

human attributes involved with the job. Various techniques of collection of data are
discussed later.

(v) Preparing Summary for Job Description: The job description sheot Is
pmpanaq by analyzing the collected information, highlighting the tasks, duties,
responsibilities, etc. for effective performance of the job by a potential employee.

(vi) Preparing Summary for Job Specification: The written statement for
job specification is prepared using the collected information, highlighting the human
attributes like education, training, experience, aptitude, etc. required to fit to the job
for performing the same.

Job analysis, done through the above process, accurately reflects the
requirements of the job and help in other HR functions. The uses of job analysis are
discussed later.

Methods of data collection for job analysis:

There are five common methods to collect information for job analysis:
(1) Job Performance: With this method, the analyst himself performs the job,

under study, and gets firsthand exposure to what it demands in forms of actual
task, responsibilities along with the environmental, social and physical demands.

It is applicable for the jobs that can be learned in a relatively short period of
time, but this is nol appropriate for jobs that involve extensive training or that are
hazardous to perform.

(2) Observation: The analyst observes a worker or a group of workers doing
a job. The analyst records all details of the job, the tasks, activities, procedures,
pace of performance, etc. on a prescribed format.

This method is appropriate for jobs that involve manual, standardized and
cyclic activities. Direct observation helps to have a rich and deep insight into the
job to understand.

(3) Interview: In jobs where direct performance or observation Is not possible
on the part of the analyst, it is necessary to depend on interviewing workers to
narrate various requirements of the job. A standard format Is used to collect
information from the worker or workers involved in the job. Here, questions are
restricted only to job-related topics. Data collected from different workers to bring
out common and critical aspects of the job.

This method helps in getting information on all standard and non-standard
physical aspects of the job and the mental work involved in it. The problem in the
method is more due to ambiguous questions asked and inaccurate answers given

by the workers,

13
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(4) Critical incident: To get information on effective and ineffectiye
of workers, they are asked to narrate several incidents experienced l
performance of a particular job. The information regarding incidents collacteq
the employees are analyzed along with general job areas and a deta; D*cfur:
actual job requirements is drawn. o

It takes considerable time to gather, abstract and categorize the
Also, the process s difficult to derive the general job behaviour.

(5) Structured Questionnalres: The questionnaires list the tagks beh
needed for performing the jobs. These are related to what gets done anq how a»fm
is done. The ratings are done on the basis of a scoring frequency, imp anc ok
of difficulty, relationship with other job?T anc_! to the m_rerall ParOMmancs
employees are asked to give ratings to various job dimeqs;ons, mentionec
profile of job requirements is prepared analyzing the ratings.

One of the most popular behavior-oriented questionnaires is positie,, anal
questionnaire (PAQ) which contains 194 questions on the following aspects

» Information inputs: Where and how the worker gets informatiq, ;,

Incidany,

!‘?‘m!

| i’.r,
ah"ﬁ;q A

Y¥3is

do his
jobs;
» Mental processes: The reasoning, planning, and decision-makmg InVolved
in a job; )

» Work output: Physical activities as well as the tools or devices yseq:
» Relationship with other persons and jobs (positions)

» Job context: Both physical and social aspects involved in the job:

» Other job characteristics: Like work hours, responsibility, etc.

. Each of the above items is measured being given a score on a 5 point scale
according to its importance and the scale is: DNA = Does Not Apply; 1=Very minor
2=Low; 3=Average, 4=High, 5=Extreme.

This measure is cheaper and quicker to administer than other methods. This
can be administered beyond working hours. The data can be analyzed systematicaly
by using computers which ensures more accuracy.

But this method is time-consuming and expensive to develop. This may bring
confusing answers, if questions are not properly understood.

The above five methods are popularly used for job analysis. However, most
popular are the observation, interview and questionnaire methods.

Uses of Job Analysis

As job analysis provides a deeper understanding of the behavioral requirements
of the jobs it makes HRM functions easier. The uses of job analysis are shown I
the figure below:

14
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Orp, analysis
& job
definition

HRIS
design

Man
machine
system

Succession
planning \*
Selection &
\ placement
\ Job
Evaluation

Performance
Standard
& reward

Fig. 1.4 Uses of Job Analysis

Organizational Analysis and Job Definition

Job requirement analysis helps in getting information on responsibilities and
interrelationships among jobs which help in assigning authority and accountability
for the jobs. Decisions regarding organizational structure, hierarchical positions,

integration, etc. become easier due to these analyses.

HR Planning: Job analysis provides basic information that help in HR planning
(forecasting the need for HR in terms of skills and expertise).

Recruitment: Recruiter needs a full knowledge of the job, the aspects involved
in it for its smooth and effective performance. _

Selection: A forecast of job performance provides the basis for selection by
understanding the job expectations.

Placement: Job analysis provides a clear understanding on job requirements
and ability of individuals to perform that helps in placing the right man at the right
job.

Job Evaluation: Job analysisis a prerequisite for evaluating the jobs, ranking
them in terms of their relative worth, which help in deciding the pay structure.

Performance Appraisal and Reward System: Job analysis gives the idea on
key performance areas and key result areas against which the employee performance

can be measured and employees can be rewarded.

15
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Orientation and Training: Job analysis explains the job requirementy .
help in identifying training neads and the process deals with specific ag Ie,

By
jobs.

Career Planning and Development: Job analysis providag b
understanding on various opportunities involved in terms of career path
planning Information are obtained through this. Job analysis alse heips in i
other functions including job classification, safety, job design, workfores g, “ ::w’

r

A
L r‘qrq‘v

1.7.3 Work Study

Work study technique is appropriately used for the jobs which car, ;
and for which standardized norms can be fixed and number of people

be quantified,
This technique is more appropriate for direct production workers thy,
any other category of employees and this technique is used in CONjunctiey, W:,,
other techniques. This is otherwise known as workload analysis. The simple o h
of workload analysis/ work study s given below: ple

h mm' Irag
B Lirae o

._—_“'"““—-ﬁ- —
Planned output for the year 20,000 units/piec - :
T
Standard hours per piece 1% hours
—_— |
Planned hours required 30,000 hours ,
__-—‘_""“"-—-—o
Productive hours per person per year 1,000 hours
(allowing absenteeism, idle hours, etc) (on annual basis)
No. of workers required 30 workers ]
It the span of control is 10 per office, 3 officers are required

—

Fig. 1.5 Workload Analysis (Example )
There are three methods for demand forecasting which are described below

(1) Managerial Judgment: Under this method senior experienced managers
prepare guidelines for departmental managers with approval from top managemen:
These guidelines indicate set targets and desirable changes in flow of work.

Taking cue from these, the department managers prepare forecasts with ihe
help from personnel, or work study experts. Simultaneously personnel departmen
prepares another forecast of the company wide demand. The two sets are comparec
reconciled and reviewed by senior managers for the final forecast.

(2) Simple Statistical Methods: Most common statistical method is ranc-
trend analysis. It indicates ratios between number of regular and contractual workers
the number of workers and officers, etc. Future ratios are forecast on time senes

exploration. Then the number of employees required for different groups/ skill levels
efc are calculated.

(3) Mathematical Models: Based on certain assumptions concerning possibié
changes in future, models may be developed to show how an organization looks iz
in term of its staffing pattern. The modeling techniques include succession analyss.
probabilistic analysis and regression analysis.

In succession analysis the unit is the data concerning the individual. |
probabilistic analysis the unit is the group of employees, classified according ©©
organizational units, job categories, places, levels/ grades, etc. Here the probabilty
of employees moving from one group to another is considered. A matrix or tabe o

16
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HR flows Is determined at specified intervals of future time. HR programmes and

past trends provide useful data on promotions. transf
' :]
the basis of such analysis, rs, saparations, etc. to form

Regnassim? analysis is used 10 measure relationships between one or more
indapem:lma e:(tj \;anabies to explain a dependent variable. In HRP, regression analysis
can be used lo correlate personnel requirements with output, revenue, etc, This
xzshi”;gg';sﬁ:fi;l:agnauve scenarios in personnel needs. But the relationship is

purpose of analysis is not to :
quantitative forecasts. y present the management with

o Activity D
1. Write down different uses of job analysis?

.......................................
........................
.............................
..........................
...................................
..........
-------------------------------------------------------------------------
.....................

...................................

..............................................................

------------------------------------
..................................................................................

......................................................................................................................

3. What is supply forecasting?

----------------------------------------------------------------------------------------------------------------------

1.7.4 Supply Forecasting
Supply forecasting is about internal and external supply of workforce/ Iapoqr to
ﬂleagmbaﬁon.Theﬂgwebebwillumtasme HR flows in and out of an organization.

17
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Fig. 1.6 Manpower flows in an organization

Palicies relating to each of these HR aspects need to be analys

' " reunanx y
assess their possible effects on HR supplies to the organization. yio

Forecasting Internal Workforce Supply:

Internal supply forecasts relate to conditions inside the organization, 5cn as
the age distribution of workers, terminations, retirements and new hires the it
classes. A reasonable starting point for projecting a firm's future Supply of labgur
its current supply. For this, preparation of HR inventory with the help of the HR
information system is essential. This provides information on the profile of the
employees in terms of age, sex, education, experience, job level, performance eve:
efc.

Manpower need arises out of organizational growth, diversification or due 1o
movement of employees because of promotion, transfer, separation, etc. The o

profile of the vacant one can be matched with workers’ profile and the need can te
fulfilled.

The replacement charts or succession plans are the simplest type of internal
supply forecast. These may be developed by setting a planning horizon, identifying
replacement of candidates for the positions to be vacated due to above reasons
assessing the current performance and readiness for promotion, identifying career
development needs, and integrating career plan of individuals with the organizational
goals. The overall objective of this exercise is to ensure availability of compstent
talent for future or in time of emergency/ immediate needs. Frequent HR inventory
may be carried out for knowing about available talents.

Forecasting External Workforce Supply:

The recruiting and hiring of new employees are regular activities into the labov
market are necessary. This is particularly done when the organization does not i
the talent internally from among the available manpower.

Organizations in both public and private sectors look at the projections
external labour market to prevent deficits of employees. When the firm beoom:
successful in anticipating its outside recruitment needs and identifying the possi®

18
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sources of supply from the labour market, recrulting the right number of paople in
right time becomes easier

Several agencies requlary make projections of extarmal labour market conditions
and provide information on supply of labour to be avallable in ganeral catagories
Also, professional agencies have started these for other catagories of HR.

Region specific causes influence the external supply forecasts. Specifically,
the migration rate, educational level, technological davelopments, demand for specific
skills, unemployment situation, government polices, industry image, etc. are the
factors that influence the supply forecast.

1.7.5 Determining the HR Gap

The existing number of HR and available skill being compared with the required
number and skill brings out the information on HR gap in the form of deficits or
surpluses in the future. The reconciliation of demand and supply of HR helps us in
knowing the number of people need o be recruited or made redundant as the case
may be. This demand and supply forecast may be made for 3 to 5 years forming the
basis for HR planning.

1. No. required at the beginning of the year

2. Changes to requirements forecast during the year T Demand

3. Total requirements at the end of the year (1+2)

4. No. available at the beginning of the year
5. Addition from promotion/transfers e Supply
6. Separations (resignation, retirements/ termination)
7. Total available at the end of the year (4+5+6)

8. Deficit or surplus (3-7)
9. Losses of those recruited during the year
10. Additional no. needed during the year (8+9)

—_— HR required

Fig. 1.7 Determinations of HR Requirements

1.7.6 Formulating HR Plans
Organizations are dynamic and adopt changes whenever necessary. Because

of technological, economical and social changes the plans and programmes change.
anges in products/ production methods,

These influence the HR requirements. Ch .
union agreements, competitive actions, strategies demand for change in HR needs.
Once the needs are analysed and found out, the HR plans relating to recruitment,
redeployment, redundancy. selection training, productivity, retention, etc. could be

drawn up.
i le required, when
Recruitment plan will indicate the number and type of peop
they are needed, special planstomcrwtﬂghtpeop!eand how they are to be managed

and the recruitment programme to be adopted.
Selection plan is followed by the recruitment programme and will help in finding

out the best out of the available HR.

19



18

Human Resources Planning g Bs
Ve;on
Mn,

-

sdeployment plan will descrio® i ORI X S o "Bty
Rede

for new jobs.
people lan will indicate who is redundant, where and — N
RBdUﬂdBnCY“f;e. p RS, retrenchment, etc. -
retraining, if possiDIe,
Training plans will dec ‘
as well as existing employees, the n
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roductivity plans will indica _ FOdey;

with er:fectlil\: a":;:) management through work simiphficaton studise, m

and automation, productivity bargai

redesigning, etc.
Retention plans will indicate reasons for employee turnover ang g, s 1,

avoiding/ reducing the same. Necessary changes are 'n’fgfczf; in compenssy,.
and policies; induction and training; changes in work p 868 and raq,

and improving work conditions.
1.7.7 Monitoring and Evaluation of HR Planning

The purpose of monitoring andlevaluation is to guide HR plannin, .. -
and making it perfect. For measuring the peﬁormances we need At
Quantitative and qualitative objectives play |mport'arrt roles in Hp Zhanning
Quantitative objectives make the control and evaluation process mor. ffective
objective and precise. Qualitative process makes the system more §Ub;m\,g and
demand forecasts will base on more “hunches” than on factual information, Therefors
HR planners need to follow :

» The assessment of plans to know to what extent they are tuneq 15 .
workforce problems and opportunities and clarify the priorities:

> Assessing the working relationships among HR specialists and the e
managers;

f'”'

jans for V .
the number and types of training for M
S ew courses to be developeq or reen

h
, gchﬂl'?l}m_‘j. !
ning, incentive and profit showing 8Cherme, i

1.0

.‘Jrf

Hang
Mars.

> Assessing the integration of business plan and HR plans, anc
recommendation; and

> How planners perceive on the importance of HR plan.

Systematic comparison of objectives and action plans with measuz:

performance helps in monitoring and evaluation. The important factors need 1o e
compared are:

> Actual staff position against the forecast requirements ;

» Actual labour Productivity against anticipated level;

» Actual HR flow rates against planned rates;

> Actual implementations against planned programmes;

> Labour and action programmes costs against budgetary provision; and

» Ratio of action Programme benefits to action program costs.
Effective HR Planning

As observed from various studies Indian organizations are not so much efficef

in HR planning due to poor HRIS and frequent changes in technological, politica’

social and economic cycles. But the ] : _ o
guidelines are followed: Problems can be minimized, f the foll
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1. Integrated Objectives: There must be integration of HR plan and
organizational objectives. The organizational culture, climate, work conditions,
employee relationships, etc. must be kept in mind during HR planning.

2. Top Management Support: For introducing anything new or continuity of a
programme needs top management's support which Is also true in case of HR
planning.

3. Employee Skills Inventory: This should be done objectively and accurately
to provide proper feedback to the plan.

4. Human Resource Information System (HRIS): All relevant data must be
there in HRIS to support the system with facts and figures.

5. erﬂlnathn: HR planning may be done by a separate wing in the
organization to coordinate among various functional units.

When changes are obvious for the organization, the very nature of work changes
demanding changes in number and types of jobs. Therefore, to reduce uncertainty
and increase efficiency attention must be given on careful analysis of jobs and
proper HR planning.

« Activity E

Draw a HR planning system for the organization, where you work or with which
you are acquainted with.

......................................................................................................................

......................................................................................................................

......................................................................................................................

s Activity F
Analyse the job of a university teacher in detail.

......................................................................................................................
----------------------------------------------------------------------------------------------------------------------
----------------------------------------------------------------------------------------------------------------------

......................................................................................................................

21



1.10 SELF ASSESSMENT QUESTIONS

What is HR planning?

How HR planning is important for an organization?

Describe the objectives of HR planning.

Describe the types of HR planning.

Which approach of HR planning is appropriate for a business orgarz=c
Describe the process of HR planning.
Wi@m?hibmﬂhhm’!
Mmmmmmmmmmm

N RN
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Objective
After going through this unit you will be able:
« to define the importance and types of HRIS,
« 1o identify the sources and process of HRIS,

= 1o highlight the importance of human resource reporting, human resource
audit and human resource accounting in the organization.

Structure:
21 Human Resource Information System (HRIS)
22 Importance of HRIS
23 Types of information, Needed in HR and Related Activities
24 Process of HRIS
25 Human Resource Reporting
26 Human Resource Audit
27 Human Resource Accounting
2.7.1 Why Human Resource Accounting?
2.7.2 Approaches to Human Resource Accounting
28 Summary
28 KeyWords
210 Self Assessment Quesitons

2.1 HUMAN RESOURCE INFORMATION SYSTEM (HRIS)

~ Human Resource Information System (HRIS) is an all-inclusive computer based
information system designed to provide users the information on human resource
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for decision-making. It is the total integration of all HR records and files to provide
information in time. The characteristics of HR are :

1. A common data base for HR and other subsystems in the organization
which help in reducing data duplication and storage requirements and the
cos! of the tolal ayatem;

2. Perlodic reports and speclal information are made avallable, as and when

required, and
3. Up-to-date data are also available, as the data base is modified through
regular monitoring and evaluation of the internal and external events,

2.2 IMPORTANCE OF HRIS

HRIS is important for an organization because it helps the same by ensuring
proper storage, up gradation and availability of information for its purposes. Because
of HRIS the difficulties relating to manual record systems are avoided. The
shortcomings like maintenance cost, accuracy, fragmentation, misplacement,
duplications and difficulty in analysis which are with the manual system are not
there with HRIS. HRIS is important because of the following reasons :

1.1tis Cost-effective: HRIS becomes important because it offers an option to
be considered when personnel/ HR department faces pressures to provide information
with a cut back on administrative overhead costs. The cost of hardware is less than
appointing clerical staff for different record keeping purposes.

2. It Improves Accuracy: HRIS updates the data regularly. A good software
system not only ensures storage of voluminous information but makes them edited
and valid for all purposes.

3. It Avoids Duplication: Manually data were being maintained by different
departments with duplication which has been avoided due to HRIS that reduces the
HR and other overhead costs.

4. It makes Data Readily Available for Decision-making: HRIS makes
data easily available, as and when required by the subsystems of the organization
for decision-making.

5. It Helps Providing Returns: HRIS becomes helpful in providing information
to government and other public agencies regularly as a routine matter and aiso
when required, very promptly.

HRIS improves the efficiency of HR department in storing, maintaining and
providing information on employees and HR activities. Basically, the system has
major contribution towards HR planning and managerial decision-making. For example,
the tumover analysis, appraisal analysis, potential analysis, etc. can be done very
easily and quickly than any manual method.

2.3 TYPES OF INFORMATION, NEEDED IN HR AND RELATED
ACTIVITIES

The information explosion and extensive use of computer is seen in
organizations. Some important information used by HR professionals for different
purposes are described below :
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HR Planning :
For HR planning the information required are:
(1) HRinventory,
(2) Existing and required performance standards:
(3) Location and matching of skills, etc,
Recruitment and Selection :
HRIS provides valid information on
(1) Existing ability, skill
(2) Valid measures of selection
(3) Costs of recruitment and replacement

pevelopment of People

(1) Valid dataon performance appraisal/ evaluation
(2) Training and development (costs and benefits analysis)
(3) Career and succession planning

Compensation Management

(1) Wage and salary administration

(2) Determining impact of money on employee motivational productivity
(3) Analysing employee cost in terms of tumover;

(4) Investigating the cost of separations

(5) Investing money in voluntary separation

Economic factors® Environmental Factors in - Govt. Regulations
Political factors—> HR Decisions « Civil Rights Laws
Socio-Cultural factors— « Labour Laws
Competitors—= l
Tools and Technology «Physical Resources
‘;a!ue Syst:mv;- Organizationa, factors in ki Reii::'ls a
nngers: & Workers-> HR Decisions A s
Work Groups & Informal tradition
Organizations - Productivity inducing
Personnel process
System
» Career path planning
{ - Employee motivation
Job analysis & HRM Data base - Skill training &
Biographical Data Retraining
Evaluatiu!'l SEICEE « Pay and benefits
HR planning Skills Data - Incentive program
Recruitment & Selection » Performance Appraisal
1. Job data Productivity maintaining
j process
2. Compensation data Performance
M forecasts Appralsal Das - Mgnagemmt
A R ey datn Compensation & Development
. Recruitment Benefits = Organization
5. Skills data Development
* Health & safety
6. Biographical data + Labour Relations
7. Testing data * Communications
8. Performance data PROCESS = Counseling & Discipline
= Personnel Research
Personnel
Policy

Fig. 2.1 HRIS Cycle
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All data irrespective of their nature or volume are expected to be availabje i,
the data base designed to handle various applications, as shown in the above mode

The processes — productivity inducing and productivity maintaining — are oriente
towards different organizational issues. The objective of the model is to use curren
upto date information from the data base and other sources to utllize human resoure,,
most effectively with the least cost in time, effort and money. Computer data base
can be used for all HR processes to make them more effectiva in the organization

The computer based data are also used for employee information, collective
bargaining, tale-raining, etc.

2.4 PROCESS OF HRIS

1. Inception of Idea :

This is the first step of HRIS where the HR manager has the objective of
implementing HRIS in the Organization. In the first step it will be discussed how
HRIS can assist the management in decision making process.

2. Feasibility Study :
In the second step the manager analyzes the cost benefit analysis and the
accuracy of HRIS in the organization.

3. Selection of the Project Team :

The project team has to be selected by the manager. The team members must
know the basic affairs of the business and should be well versed with the data base

management system(DBMS).
4. Defining the Requirement :
In the fourth step detail reports are to be prepared as per the requirement of the
organization to check whether it matches the organizational needs.
5. Vendor Analysis and Contract Negotiation :

After selecting the project team it has to select the vendor that will supply the
hard wares and soft wares. Other negotiations are to be done regarding the price,
delivery, vendor's responsibility, installation, annual maintenance and training with

the project team.
6. Training :

Proper training is to be conducted for the project team members with the
assistance of the vendor.

7. Tailoring the System :

It involves the necessary changes to be made in the soft ware to best fit with
the organizational needs.

8. Collection and Entry of Data:

All the manual records and data from different functional departments are 0
collected and need to be stored in the soft ware.
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9. Testing and Starting up the System :

This step includes testing the viability of the report and avaluating whether the

report solves the purpose of the organization, The errors fou
. nd during the proun be
shorted out before starting of the system. SIS

10. Running in Parallel :

Just for the security the new system should run paraliel with the old systern till
people gain confidence in its operation.

« Activity A
1. Write down at least two objectives of HRIS.

---------------------------------------
..........................................................................
.........................................
........................
.....................................................
.....................................
.......................
..........................................................

-------------------------------------------------------
.............................................................

......................................
...............................................................................
..............................................
........................................................................
.......................................
...............................................................................

...................................................
...................................................................

3. What are the different sources of is to be collected during the implementation of
HRIS in the organization?

.....................................................................................................................
......................................................................................................................

......................................................................................................................

25 HUMAN RESOURCE REPORTING

Records and reports must be there with Human resource managers regarding
the position of the workforce. Those must be updated time to time so that managers
become aware of the strengths and weaknesses of the work force to prepare itself
for facing every situation. Human Resource Reports also help in assessing the
effectiveness of different Human Resource Programmes and action plans in the

A reported document when prepared as a written document to provide well
prepared information and evidence for future reference is'called as record. Human
Resource records provide information on functional areas I:kp training. performance,
turnover, wage and salary, absenteeism status, personal information, etc. These

are preserved in computers, files, etc.
i i red on a situation, a
A report is a written statement which is specially prepa ’
mamn?:d a project, etc. to mention about what has happened and what is

27



Human Aesources Planning & D""%,
—

26

jve and qualitative aspects, it forn,,

n quantitat
happening. It provides information on g Res0Uros NECOMS.

the basis for preparation of personnel / Human

Objectives of Human Resource Reports

Human resource reports nead (o be properly developed and managed to fuif
the following objectives

1. To keep a detall account of progress : Keeping r::ﬂfd' ih@oh proper
reporting system helps the organization lo a8868 the progress;

2 to help in comparison of the planned achlevernents and the r:'ﬂm
based progress and also comparison of achievements ng

periods of time. This also helps in improving productivity and efficiency
business operations,

To facilitate detection of errors acting as a control device;

To comply the legal requirements by providing information and retumns as
required under different legislative provisions; etc.

A Good Report Is always Based on the Following Factors:

1. It must conform to organizational objectives’
2. It must be prepared on facts and figures and without any biasness;

3. It must be prepared with simple words and sentences so that the reader
can understand it.

4. It should be prepared in time (within the time limits).

» Activity B
1. Remember at least two objectives of HR Reporting.

...........................................
.......................................
....................................

....................................................................................................................

2. What are the key points to be remembe red during the preparation of the report
pertaining to the HR?

......................................................................................................................
......................................................................................................................

----------------------------------------------------------------------------------------------------------------------

2.6 HUMAN RESOURCE AUDIT

In financial accounting audit refers to official examination of accounts where
as HR audit refers to review, or evaluation of HR programmes. This is done with the
objective to identify the errors/ deviations from the plan and their causes. It means

examination of HR policies and programmes to determine the effectiveness of human
resource management,
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From the above discussion, it is clear that HR audit includes the followings:
» Assessment and evaluation of HR policies and programmes;

» Finding out the gaps between planned objectives and performance/ progress.
and

» Deciding the future course of action in terms of what should or should not
be done.

2.6.1 Objectives of HR Audit

The basic purpose of HR audit is to know about the functioning of the units to
meet the policies and procedures and finding out the gaps between planned objective
and the performance.

The Specific Objectives of HR Audit are:
» To assess the effectiveness of various HR policies and programmes;
» To review the efficiency of HR subsystem to attract, maintain, develop and
motivate the required HR;

» To analyze the functioning of HR subsystem to assist achieving the
organizational objectives, knowing how various units are functioning
implementing various personnel/ HR policies;

» To provide feedback on deviations from plans for continuity or modification
of the plans.

When the organization has specific goals, norms or basis for comparison with
other firms it can use goal oriented, normative or comparative audit system.

Compliance audit can also be used to know how and to what extent the
organization is complying with the legal requirements, union agreements and with
policies, principles, etc.

Benefits
Audit on a continuous basis or at regular intervals (bi-annual, annual basis)
» Helps HR department know its contribution to the organization;
» Helps in simplification and standardization of policies and procedures;

» Helps in identifying the blind spots of HR programmes and removing them
improves the image of HR department;

» Helps encouraging members of HR Department to accept more responsibility

with better professionalism,;

» Helps in rationalization of HR policies and practices;

» Ensures timely compliance with legal requirements and other contractual

provisions :

HR audit should focus on study and analysis of each functional area of HR
department. This includes the areas like planning, staffing, training and development,
motivation, performance management, etc.

There is no specific approach to HR audit. But the effectiveness improves if
the following questions are answered:

1. Which functional areas are to be covered? This depends on the thrust areas
and problem areas. However, regular auditing improves effectiveness.

29

27



Human Resources Planning & Devaiogr,,

—

2 Audﬂtnbodommvﬂn’nprupocﬂva?ﬂutobidﬂddm&nam"
s 1o be done from employer, employse or union, of CUSIOMErs or puti.
prospective

2 What woulkd be the level of analysis? whather unit level, group level, funciion,
l«vdmmmﬂunawshdmmnﬂonmmmshmﬂdbcdcddad_

q Wh&nhwﬁlhedmn?MalwmﬂdbemOWSMmubngnm.,
gnpmnymﬂbehokm:lmmmw.ﬂhoﬂ—mm.

5 Which data are required? Whether only facts are neeaded or opinion 1o he
collected? To maemmmmmmwwq
with facts and figures become effective.

2.6.2 HR Audit Process

HR Audit is based on deeper study and analysis of HR policies, programmes,
philosophy and practices, comparing them with the standards and the HR records
and reports. This process includes both factual information (recorded data) and
perceptual information (opinion survey) The steps are :

1. |dentification of indices and indicators,

2. Examining variations during the period comparing the progress during
previous corresponding period,
3. Comparing vanations and finding out reasons of such variations; and

4. Preparing the final report and submitting the same to the top management
for necessary action.

This audit can be done by any intemal or external agency. HR audit is a
cumbersome process, as no fixed rule is there on how to do it. Therefore, most of
the times it becomes only a fault-finding in stead of fact-finding process.

Surver Feedback
Survey feedback is a part of HR research. It is investigation and analysis o
any aspects of HR management in a systematic way.
Objectives of Such Research/ survey:
1. Tomeasure current situation in HRM
2 To measure the effectiveness of current policies and programs
3. To suggest ways for improving the effectiveness
4. To suggest revision of existing policies, it required.

Method

The method is based on opinion survey of employees, where they are 3
opportunity to voice their opinions about specific HR function, i.e., effective HRC
climate, employee empowerment, performance appraisal, working environment, #

The following example clarifies the survey feedback system and its effec"
use in organizations.

We know, for proper HRD and operational level “Development ciimat® *
required. Such a climate is characterized by:

» Atendency at all levels, especially at the organization to trédt
people as the most important resource; i
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» Managers to belleve that developing competency of employees is their
responsibilities;

Faith on employees that they can improve their abilities at any stage,
Open, communication,

Encouraging risk-taking,

To help employees to know their strengths and weaknesses;

A general climate of trust

Team spirit

Supportive personnel policies

Development-oriented appraisals, training, rewards, job-rotations, career
planning programmes.

To study collecting information from employees through structured questionnaire
is HRD climate survey.

vV V V V V Vv V ¥

Administration of Survey

A questionnaire, prepared on 5 points scale bearing different items broadly on
the points mentioned above, is administered among employees. Let us say that if
20 questions are there, the score will range from 80 to 0. T.V.Rao, the father of HRD
movement in India proposed a 38 item questionnaire. He mentioned that companies
getting score closer or above 150 have excellent HRD climate, scores above 114
indicates good climate and score below 76 indicates that there is scope for
improvement.

Model Questionnaire with Statements:

Please give your assessment on the HRD climate in your organization by
rating your organization in each statement using the following 5 point scale :
4=Almost always true, 3=Mostly true, 2=Sometimes true, 1=Rarely true and 0=Not
at all true.

1. The top management comes with policies and programmeses to make
employees enjoy their work.

2 The top management believes that employees are important resource in
the organization.

3. Development of subordinates is considered as important part of the job of
managers.

4. managers take active interest with subordinates ensuring them leam their

jobs.

People are helpful to each other.

Seniors help juniors to prepare them for future responsibilities.

Performance appraisal is based on objective assessment not on favouritism.

Employees are given freedom to experiment with new methods and try out

creative ideas.

9. Weaknesses of employees are communicated with a non-threatening way.
10. Team spirit is of high order in the organization.

11. People trust each other in the organization.
12. Employees are afraid of expressing their feelings with the superiors.

BN e O
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13, Organization’s future plans are made known to the employees.

14. Job rotation facilitates employee development.
15. Career opportunities are pointed out by seniors to junic.)rs.
The employees opinion collected through a detailed questionnaire is analysed

systematically to know about HRD climate of an organization. Sim‘;ar survey
feedbacks also help the organization to know about the effectiveness other HR

programmes.

2.7 HUMAN RESOURCE ACCOUNTING

For any organization, human resources are the most wtatandng asset. Bm
this asset is not reflected in company balance sheets. This is believed that this
asset unlike other physical resources, are not being owned, rw or ufilized at
the pleasure of management/ organization. Also, it is argued that it sha.ld not be
equated with machines. It was, therefore, not being considered for accounting. During
the last few decades efforts have been made to measure valuation of human assets
in financial terms.

Human resource accounting may be referred to as a process of identifying,
measuring and communicating information about human resource in financial terms
to assist in human resource planning and controlling human resource costs.

2.7.1 Why Human Resource Accounting?

Human Resource Accounting is needed for the following reasons :

1. Human Resource Management is no more based on philosopﬁy, emotions
or beliefs. Organizations invest money and time to improve quality of human
resource. This involves performance management, training and development.
motivation, counseling and many other financial benefits. These must be
cost effective. Cost consciousness in human resource management
demands for human resource accounting.

2 Procedures have now been developed to valuate the jobs systematically
and compare the cost involvement and performance of employees.

3. Whether human resource of the organization is appreciating or depreciating
over a period of time needs to be analyzed.

4. Cost of hiring, maintaining, developing and motivating human resource =
important for making the organization cost-effective.

5. Human resource accounting provides information for deciding on further
allocation of Funds for investment on human resource.

2.7.2 Approaches to Human Resource Accounting

Several approaches for valuation of human resource have been deveiopec
Broadly, they are: monetary and non-monetary measures.

Ma_netary Measures: These measures focus on value of human resourcs ©
economic terms. These include:

(a) Historical Cost of Acquisition : The cost ployee is calculated "
the basis of expenditure incurred for recruitment, sel:;t;: (:rmalnm al: development
etc. The one-time investment on recruitment, selection mduct:on etc. is amortz=
over the expected tenure of the employee whereas the tempor'aty af'd freque™
investments on training and development are amortized over a short period.
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(v) R"P“'@"‘BN Costs : This speaks about the cost of replacing an existing
employee which includes the cost of recruitment, induction, training and development.
opportunity cost in the gestation period till the employee reaches the lavel of

productivity of the replaced employee. This also includes the differential costs in
wage and salary.

(c) Opporlunlty Costs : When the employee possesses the skill not commaon
but extraordinary and that is needed by the organization there will be a bid (offers) to
be offered by the organization reflecting the price of payment to be made to the

employee. This t.’id price is determined based on actual or assumed rate for
capitalization of differential earnings.

(d) Economic Value : Expected future eamings of the employee and the
expected productivity are taken into account to calculate the future contributions of
the employee. This contribution is discounted with a suitable discounting rate to
arrive at the present economic value of the employee to the organization.

(e) Discounted present value of future wages and salaries: Employees
are categorized and grouped under age, skill, experience, nature of job,
responsibilities, skill/ unskilled, technicall non-technical, etc. The present value of
future eamings of employees till retirement is taken as the value of human resource.

A}?hough th_e earn'lr.\gs increase in a geometric progression the present value is
determined by discounting the future earnings in a suitable rate

Non-Monetary Measures: Behavioral scientists suggested a model for
measuring changes in the effectiveness of individuals, groups and the organization.
Rensis Likert proposed three sets of variables — causal, intermediate and output- as
useful for determining effectiveness over a period of time.

It is a fact that contributory factors (causal variables) like leadership style,
commitment to objectives, motivation and morale, etc. affect the output variables
like production, sales, profit, etc. Therefore, non-monetary measures need to be
measured.

The non-monetary measure used in Human Resource

Accounting are :
(a) Expected realizable value, based on skill, ability, attitudes, etc.
(b) Discounted net present value of future eamings;

(c) Value of employees based on attitude scores in respect of knowledge,
skill, etc. and the annual learnings.

« Activity C
1. Remember at least two objectives of HR accounting.

......................................................................................................................
............ -._...4.............-..---......---.-.-.....-.4.--.-....."--.-.--..u--.......u...--..-.n--..u..--..u-

...................................................................................................................
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Evaluation of different Approaches

As we discussed above the costs may be historical, rapboa!wf!orm
costs. From among these, historical costs can be cqlcplatad easily wher
other two are difficult to calculate, as they are dynamic in nature.

Also, the prevailing approach relating to cost and \falue has its own m
This is because, most measures use employee earnings which have
bearing on the individual’'s worth/ value to the organization.

Assignment of economic value to the behavior'al aSped_s :s also v_eltreyfdrﬂif:s:
a process. Since the measurement processes are difficult, this is not quite feasi

a process.

Most of these processes suffer from problenTs in classification, aggregation,
statistical estimation and inference and interpretation of results.

However, large manufacturing companies Iike._ ACC, BI-!EL, ONGC and NTPC
have began to take interest in extending financial reporting system to human
resources in India.

e Activity D

Observer the HRIS system of your organization or of any organization you are
acquainted with to know about its use and effectiveness.

......................................................................................................................
.....................................................................................................................
......................................................................................................................

...........................................................................................................

o Activity E

Observer how HR auditing and accounting are different from financial auditing
in an organization.

..................................
------------------------------------------------------------------------------
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2.8 SUMMARY

Human resource inioanation system is very important for every organization,
not only because of collection, implication or storage but due to easy availability for

Wtﬁonal procass. This is a cost effective and systematic process to manage
all the information on human resource.

Humen resource reporting is also essential function to assess the effectiveness
of programmes relating to HR, Reporting on specific issues and situations help in
HR planning and purifying HR subsystem in the organization.

Human resource fmdit gcts as the review programme to see the HR activities
oorrplig the o:gmaahon objectives. This is a check and balance system to examine
HR functions being performed as planned.

The process of valuation of human assets in the organizations has been initiated
through human resource accounting. The process helps in human resource planning
and controlling the human resource costs in the organizations. This process is yet
1o take momentum in Indian organizations.

2.9 KEY WORDS

Human Resource Information System
Human Resource Accounting

Human Resource Reporting
Human Resource Auditing
Survey Feedback

HR Historical Cost of acquisition
HR Replacement Cost

210 SELF ASSESSMENT QUESTIONS

What is HRIS? How it is useful for an organization?

Describe the HRIS process in an organization?

Highlight on any type of data found in the HRIS?

What is HR reporting? Describe its use in the organization?

“HR audit is different from financial audit and it is effective when done

objectively by organization.” Elaborate.
6. Describe HR accounting system and its uses in the organization?

BRI .
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Courses Offered Under CBCS

at DDEK, Utkal University

MANAGEMENT PROGRAMME
MBA (8 Yoam)
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Hind| Hens,
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B.Gem Hens,
Assounting Hens,
Managemant Hens,
POBTORADUATE (DIBTANGE) PROGRAMME,
MA Esonomies
MA, Education
MA, English
M.A, Hind|
M.A, History
MA, Odia s
M.A, Political Bolence
M.A. Public Administration
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M.A, Boclology
Master In Boalal Work (M8W) L
Master In Gommeree (M.Gom.)
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