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<• People must come to accept private enterprise 
not as a necessary evil,. qut as an affirmative 

·good." 

-EUGENE BLACK 



PRINCIPLES OF A SOUND 
PERSONNEL POLICY 

By 

S. R. MOHAN DAS * 

In the management of organised work system such as 
iudustrics, two types of resources are required to be deployed 
and eifcctively co-ordinat(:d to obtain the best productive 
results economically. They are material resources and human 
resource~. It is easier to manage material because material 
resources are 5ubject to measurement, quantification and 
predictability. Management of human resources, however, 
becomes more c:omplex because human resources are subject 
to different types of disciplines for an understanding of them 
and proper utilisation. 

Usually, the view concerning the human 1esources Is 

very simple in the under-developed societies. Very often: 
because under-developed societies have large populations,__it 
is assumed that the quantitative population can be automJ­
tically utilised to work in the industrial system. This is •. 
however, not possible because in order to work in th~ 
industrial system, the qu<mtitative population is required to 
go through a quality transform<ltion. 

* The author, Director of Industrial Relations Institute of India, i~ 

a regular contributor to the Indian Pre"s on Industrial Relations., 

This text is ba:;ecl on a talk delivered under the auspices of the 

Forum of Free Enterprise in Bombay on September 26. 1975. 



Only human resources with quality can be plared in the 
industrial system because of the need to enlarge their capabi­
lities arising out of quality factor. 

ln addition to these problems, the basic problem ot 
human resources in the organised work system involves a 
number of activities such as generating quality human re­
sources, selecting them, giving them work induction, organisa. 
tiona! induction, utilisation, training and development and 
seVerance. All these exercises constitute what we call per­
sonnel functions. The correct definition of personnel functiom 
wiil be actually human resources management. 

The human resources in the organised system have to 
work in an integrated manner m the overall crganisation. 
This is because in the work organisation, activities of every 
unit of human resource have a close link with the activities 
of other human resources in the same organisaticn. This 
n1akes it necessary that all human resources work as an 
integrated team. The necessity to work as an integr2ted team 
requires that there should be a dose and continuous rela­
tionship between all the members of the team in the orga­
nisation. This relationship will not only deal with work 
relationship, but also inter-personal and group relationship. 

While all human resources in the organisation are 
tequired to work in an integrated manner, there does also 
develop what may be called functionally conflicting interests 
amongst the various human beings in the organi~;ation. This 
is because of the nature of organisation itself. In an indus­
trial organisation, for instance, it is possible to identify deve­
loping interest groups within the integrated team work. A 
large mass of human resources in an organisation is required 
to be engaged in what is called "directed activities''. Another 
set of human resources is required to assume responsibilities 
to direct operations and also to ensure the efficient working 
cf the total organisation .. The first group of human resources 
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is called labour or workmen employees. The second group 
is called employees with management responsibilities. There 
is also a third interest group in an organisation which com­
prise the owners of the organisation. Owners may be of 
various types. They may be individual proprietary owners, 
family owners, private corporate owners. public corporate 
owners, co-cperatives or worker owners themselves. l!Tes­
pective of the nature of ownership in the organisation, owners 
represent <111 important interest group. 

As a result of these groups emerging naturally and nor­
mally in nn organisation. there develops a need for a con­
tinuous and reconciling relation between these three interest 
groups in :m organisatim1. The rok of providing such mean­
ingful and effective relationship is also that of a sound 
personnel policy. 

A sotmd personnel policy can therefore be identified 
as consisting of management of human resources in tbe 
various a;pects of both work and non-work spheres related 
to the industrial orgc-misation. 

This policy has to be sophisticated enough to perceive 
that human re8ources management does nc·t merely mean 
handling the conflicts between th~ so-called labour or work­
men group and management. This i~ so because the manage­
ment of rcbtionship in the organised system involves many 
"different interest groups" both inside the work organisation 
and outside the work organisation, involved with organisa­
tion. Such interest groups can be identified as follows: 

Inside interest groups within the organisation can br.) 
ide;ntified as mentioned earlier ~1s "owners", "employees'' 
rmd "management" within the organisation. Outside interest 
g:oups can be identified as Government of the country, 
suppliers of goods and services to the organisation, and 
clients of the organisation. All these interest groups accept 

3 



li 
1 

the significance of industry but have -:onflicting and often 
partisan interest claims to make on the organi~ation. The 
owno::rs, for instance, would like to seek maximum returns 
on their investment as 0wners. Employees in the workmen 
&nd labour category would like to obtain maximum wages 
and income for least wcrk. Similarly outside, the government 
vvould like to obtain through corporate taxes, excise levies, 
sales tax, provident fund contributions maximum revenues. 
Suppliers of materials and services would like to get higher 
and higher contract mtes. Similarly the clients of the organisa · 
tion would like to obtain maximum quantity of p10ducts or 
services with best of quality for the cheapest price. 

The role of professional management, and personnel 
management is to understand the complex nature of human 
behaviour in the organised setting of an industrial system 
and by application of the proper perspectives and operCJtional 
methods in the organisation, obtain the best possible creative 
performance from the human resources at work. This requires 
first and foremost a view that human resources are quality 
resources which are scarce. Like all scarce resources. they 
have to be viewed as investment and not as costs alone. If 
they arc viewed as investment, then logically it becomes 
necessary to apply the scarce skill> to obtain the best possible 
returns on the investment. If, however, the view is taken 
that human resources are just costs, the approach becomes 
negative and only crmsumption oriented and not investment 
oriented. 

The second aspect of good Personnel Management func· 
tion is to deal with quality human resources not merely in 
their individual identity but more significantly in their collec­
tive and group identities. This requires skills in understanding 
the nature of organisations, their characteristics nnd how· t<> 
generate quality organisational characteristics. 

Very often .. personnel people do not understand the fact 
that all human resources in the industrial system come with 
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three <;cparale identities in th~ same individual. The first 
identity is the socio-cultural identity relating to their race, 
language, religion, caste and so on. The second identity is 
:m occupational identity in the c)rganisational system such as 
a turner. fitter. stenographer. typist, or even a manager. The 
third identity is a c(;Jiective identity as a member of an 
intert~t or profes~iona I group. Industrial reJ.atiDns require 
that the relationship factor be conditioned to deal with 
human re';ources ;n all these three separate identities without 
mixing up one idcnt ity factor with the other. 

The first a;1d foremost exercise reguired for an organisa­
tion in the management of its human ;-esources is a structured 
policy which will provide the guidelines for activities and 
operations. The absence of a policy generates ad hnc and 
uncoordinated piecemeal exercise~; which result in a lot of 
confusion. The policy, therefore, i.'; a perspective tool which 
provides common guidelines and standards for all people in 
the organisation to adjust themselves to. The following 
represent the components of such a policy: 

il) The uhjectives of industrial relations : 

The indwtri:-~1 relations objectives arc reqt;i;·ed to be 
perl'ormance-ori,:ntecl ancl nm merely peace or harmony 
oriented. rf hi.'; is bee<! USC the performailC':: factor is the 
core requirement for the effectiveness of an industrial 
system. Very often there is a mistaken view that the 
objectives of industrial relations are to have peace and 
harmonicus rclation~hip forgetting that in reality the 
industrial system with it; dynamism and complexities i;; 
a tension-generating and conflict-prone system. Ten­
sions and conflicts iil the inuustrial system are normal 
and natural ari,;ing out of the dynamic nature of the 
industrial system. EvaSing this factor produces the dis­
torticns of merely trying to purchao:e peace and no~ 

striving to r.,enerate performance and creativity. 
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(2) Since all relationships in the organised system of industry 
cannot be of a piece-meal or individualistic basis. the 
relationship is required to be organised with proper 
standards and guidelines. Therefore, this is referred to 
as an exercise in organisational behaviour and not merely 
individual relations. All positions of human resources 
in the organised system are representative role positions 
in the organisation and not merely individual styles. 
Whether one be a· work(!r or a manager, both are 
required tc have relationship with each other on a role 
basis a!ld not as merely individuclls. This is much more 
signiftcant in organisational relationship between interest 
groups such as owners as represented by the board of 
directors, the management as represented by the mana­
gers, and non-managerial employees required to do 
directed activities. In this type of a situation, the rela­
tionship i~ to be between the organisation of employees, 
the organisation of management and organisation of 
owners. Since all organisations operate on the basis of 
their organisational power.. industrial relationship is also 
called as a power relationship involving power balance. 

(3) In modern societies, the role relationship of one human 
factor with another human factor in the industrial system 
is based on contracted arrangements which involve 
implicit or explicit mutuality and reciprocity. The indus­
trial sy~tem cannot be operated on the over-simplified 
"comm~md and obedience" or what is called "master­
servant" relationship that prevr.iled in the felldal times. 
This is because in industrial work, the human resources 
are not supposed to merely mechanically obey orders, 
but perform functions using their own discretion at 
various levels. This is a conuJlex process which involves 
developmental. and promotional exercises and not blind 
control exercises. The worst results will inevitablv 
emerge if the human resource in the industrial syste~ 
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decides lo mechanically obey all orders given from the 
top. It is this logic that brings out the concept of 
mutuality and reciprocity in the relationship process. 
Under this concept the resources are viewed as quality 
adult personalities and not dependent children to he 
either looked after benevolently or ~panked as und when 
required. 

(4) Since all relationships in a dym·mic situation involve 
continuous activity, industrial relations are defined as 
a continuous relationship and not just a piece-meal 
relationship. Again the relationship cannot be restricted 
only to top levels, but must have widespread constitu­
ency involvement. Therefore. it is described as a multi­
level relationship right from the shop floor to the highest 
levels involving workers at all levels and managerial 
personnel <Jt all levels. 

(5) Indu:itrial relations <Jlso -::onstitute an apprenticeship in 
development of leadership skills, problem processing 
ability, generation of sclf-confide.ncc and wider pers.pec­
tives amongst all groups by inter-action through prob­
lems. It can, therefore, be described as an exercise in 
the quality development of manpower. 

(6) Industrial relations are designed to convert the nature 
of ,conflict into a g<:~me type of a conflict instead of a 
guerilla warfare type of a conflict. In a game type of a 
conflict, there is an <J bsolute need for playing the game 
between strong opponents. In a gueriiJa warfare the 
tendency is to liquidate the "hated enemy". 

The above constitute the perspective and policy approach 
to industri<JI relations. The operative method of the above 
policy requires that the entire organisation of management 
should .,be involved in industrial relations. This means that 
the line supervisors and line man<Jgers have to be as much 
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inv.oived in the relationship exercise as the specia1ists. No 
industrial relations can be really creative if it is restricted 
to a high degree of specialisation such as personnel managers 
or legal people tJying to handle the complexities of industrial 
relations in the over-simplified litigatory or law terms. 

The industrial relations system must als:o deal with a 
proper structure for handling individual grievances of em­
ployees in the organisation in an eflicient and equitable 
manner. This is done by setting up a time-bound, decision­
oriented grievance procedure. 

Another important part of industrial relations exen:ist: 
requires regular communication and information system to 
all the constituency groups in the organisation and the facility 
for receiving the communications and information from the 
various groups to the organisation. 

These constitute some of the basic and essential require­
lnents of an effective personnel policy. 

The views expressed in this booklet are not necessarily the views 
of the Forum of Free Enterprise. 
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CODE OF CONDUCT* 

PRODUCERS and distributors owe it to the consumers 
of their products that they shall always be of the highest 
quality and available at reasonable cost. They shall maintain 
fair measure and guard against adulteration. Customers are 
entitled to courtesy, promptness and good service, and every 
endeavour shall be made to see that they receive them. 

EMPLOYERS owe it to labour to recognise that welfare 
is not conceived in terms of philanthropy, but as a social 
obligation. Men and ~omen engaged in productbn shall do 
so with dignity, honour and a sense of security. Fair wages 
should be paid for work done. Working conditions shall be 
as pleasant as possible. Opportunities should be made avail­
able for the worker to gain technical skills and better hi' 
economic prospects and social status. Procedures should be 
instituted for the removal of legitimate grievances so that 
the employee is satisfied that he gets a fair deal. The 
employers should welcome the existence of stable and demo­
cratic 1rade unions. They should recognise that in the sphere 
of employee-management relations, as in other spheres, 
checks and balances are essential for the working out of 
rational and democratic solutions. They should accept the 
role of labour as one of creative co-operation anc1 recognise 
the need for providing increasing opportunities for consulta­
tion of employees and their progressive association with 
Management to help in the promotion of increased produc­
tivity from which all will benefit. 

MANAGEMENT owes it to those who in vest in their 
enterprise that they receive a fair return on their investments 
commensurate with the risk they take. At the same time, 

* In the context of Mr. Mohan Das' reference to various interest 
groups, the above excerpts from the Code of Conduct expounded 
by the Forum of Free Enterprise in 1957 will be of interest. 

9 



~!!..,~ ______ .. 

I 
I 

I'· 
·I 

I 

\ 

' 
j 
l 

\ 
1 

reserves must be created for expansion and modernisation 
of the plant and machinery and in their utilisation the 
Management remains accountable to the investor. Money 
must also be provided for research. The earning by the 
shareholder of a fair return or profit by the entrepreneur 
under competitive conditions and after payment of fair wages 
must be regarded as a legitimate reward for the risk and 
the work of promotion and development which the commu­
nity urgently needs. Certain malpractices have crept into 
the system of company management. They are to be con­
demned and should be removed. Hoarding, black-marketing 
and profiteering are anti-social and evil. Honest business 
practices can' ·be promoted and encouraged by an honest 
and efficient administration in a democratic State. 

PROFESSIONAL MEN-lawyers, teachers, doctors. 
auditors, or writers-owe it to those who avail themselves 
of their serVices to maintain the highest standards and tradi­
tions. They should discharge their duties truly and faithfully, 
and should always subordinate considerations of personal 
gain to the larger objective of service. 

WE ALL owe it to the community that we accept our 
obligations as good citizens. We shall bear our share of 
taxation honestly. We condemn unequivocally any attempt 
at tax evasion. We shall actively participate in the promo­
tion of social, cultural and civic improvements. Wealth or 
power shall not be a justification for vain-glory or ostenta­
tious display, but an opportunity for rendering service to 
the community. 
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"Free Enterprise was born with man and shall 
survfve as .long as man survives." 

-A. D. SHROFF 
(1899-1965) 

Founder-President, 
Forum of Free Enterpnse. 



. 3.s-, 
Have you joined the Forum!? 

The Forum of Free Enterprise is a non-political and 

non-partisan organisation. started. in I 956. to educ.ate 

public opinion in India on free enterprise and its close 

relationship with the democratic way of life. The Forum 

' seeks to stimulate public thinking on vital economic 

problems of the day through booklets and leaflets. meet­

ings. essay competitions. and other means .as befit a de­

mocratic society. 

Membership is open to all who agree with the 

Manifesto of the Forum. Annual membership fee is 

Rs. 15/- (entrance fee. Rs. 10/-) and Associate mem­

bership fee. Rs. 7/- only (entrance fee. Rs. 5/-). 

College students can get oi.tr booklets and leaflets by 

becoming Student Associates on payment of Rs. 3/­

only. (No entrance fee). 

Write for further particulars (state whether Mem­

bership or Student Associateship) to the Secretary. 

Forum of Free Enterprise. 235 Dr. Dadabhai Naoroji 

Road. Post Box No. 48-A. Bombay-400 001. 
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