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 Part A -  Answer Any Two Full Questions ( 2* 20 = 40 marks)     

1 (a) What is the main difference between performance management and performance 
appraisal? 

Performance Management is an ongoing, holistic process that involves setting 
goals, providing continuous feedback, coaching, and development opportunities. 
Its purpose is to ensure that employees’ performance aligns with organizational 
objectives. It focuses on improving and maintaining performance over time. 

Performance Appraisal, on the other hand, is a specific, periodic event where an 
employee’s performance is evaluated, typically on an annual or semi-annual basis. 
It’s a part of the broader performance management system and tends to be more 
formal, focusing on past performance and often linked to rewards or promotions. 
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(b)  Describe the common problems organizations encounter with performance 
appraisals, such as bias or lack of clarity. 

 
 Organizations often face several challenges when conducting performance 

appraisals, which can impact their effectiveness and fairness 
 Bias: One of the most frequent issues, bias can take many forms: 
 Recency Bias: Managers may focus more on recent events rather than the 

employee's overall performance throughout the appraisal period. 
 Halo/Horns Effect: A positive or negative trait or event can overshadow 

the rest of an employee’s performance, leading to an unbalanced 
evaluation. 

 Lack of Clarity in Expectations and Criteria: If the goals, expectations, 
or evaluation criteria aren’t clearly defined or communicated, employees 
may not understand how their performance will be judged. This leads to 
confusion and dissatisfaction with the appraisal process. 

 Inconsistent Standards: When managers apply different standards to 
employees or departments, it creates inconsistencies in how performance is 
evaluated. This can foster resentment and perceptions of unfairness. 

 Focus on the Past Rather than Future Development: Many appraisals 
emphasize what has already occurred instead of focusing on how 
employees can improve and develop in the future. This limits the 
opportunity for growth and learning. 

 Subjectivity and Lack of Objectivity: Without objective metrics, 
appraisals can become too subjective, relying heavily on the manager's 
personal opinions rather than measurable data. This can undermine trust in 
the process. 
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 Fear of Conflict: Some managers avoid giving honest feedback because 
they fear upsetting employees or creating conflict. This results in inaccurate 
appraisals and missed opportunities for improvement. 

 Infrequent Feedback: Appraisals are often conducted annually or semi-
annually, leaving long gaps between formal evaluations. Without 
continuous feedback, employees may not correct poor performance or 
capitalize on their strengths in a timely manner. 

 Overemphasis on Ratings: Appraisal systems that overly rely on 
numerical ratings or ranking can reduce complex performance into 
oversimplified scores, often ignoring the context or nuances of the work. 

 Lack of Manager Training: Many organizations do not adequately train 
managers on how to conduct effective appraisals. As a result, managers 
may struggle to give constructive feedback, set goals, or hold meaningful 
appraisal discussions. 

 Perception of Appraisals as a Bureaucratic Task: When performance 
appraisals are seen as a mere formality or paperwork exercise, they lose 
their effectiveness. Employees and managers may not take the process 
seriously, reducing its impact on actual performance improvement. 

 
(c) Assess the concept of total compensation and its role in motivating employees through a 

total rewards system. 

 
Explain each component briefly 
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2 (a) Explain the primary objectives of industrial relations? 
1. To Promote and develop labor management relationship 
2. To regulate production by minimizing industrial conflicts 
3. To provide opportunity to workers to involve in decision making process with 

management 
4. To encourage and develop trade unions in order to improve workers strength 
5. To safeguard the interest of labor and management by securing the highest level 

of mutual understanding and good-will among those sections in industries which 
participate in the process of production. 

6. To avoid industrial conflict and strife and develop harmonious relations. 
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(b) Identify and explain factors within and outside the organization that influence 

compensation decisions. 
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Explain them briefly with examples 
 

(c) Compare and Contrast the Adoption of Human Resource Management in Small and 
Medium Enterprises (SMEs) and Large Firms. 
 

Factor Large Firms SMEs 

Resource Constraints 

SMEs often have limited 
financial resources, 
making it difficult to invest 
in sophisticated HRM 
systems or dedicated HR 
departments. In contrast, 
large firms have well-
established HR functions 
with specialized roles 
(recruitment, training, 
performance management). 

Due to these constraints, 
HR in SMEs tends to be 
more informal, with 
responsibilities shared 
among management or 
senior staff, unlike large 
firms where HRM is a 
structured and strategic 
function. 

Formalization of HR 
Practices 

Formal HR policies are 
more common in large 
firms. They invest in 
comprehensive recruitment, 
employee training, 
performance evaluation, 
and compensation 
structures. 

Large firms have the 
resources to implement 
employee engagement 
programs, well-defined 
career paths, and 
performance-based 
incentives 

SMEs often rely on 
informal networks
recruitment and may lack 
formal systems for 
performance management 
or employee development.

SMEs may offer fewer 
opportunities for structured 
development. 

Flexibility vs. Structure 

Large firms are more rigid 
in HR practices due to 
established policies and 
procedures, ensuring 

SMEs are generally more 
flexible in their 
management practices,
allowing for a more 
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compliance with labor laws 
and corporate governance, 
but this may limit their 
adaptability. 

personalized approach to 
employee relations. 
However, this flexibility 
can come at the cost of 
consistency in HR policies. 

Talent Acquisition and 
Retention 

Large firms often have a 
competitive advantage in 
attracting top talent due to 
brand recognition, career 
development opportunities, 
and comprehensive 
compensation packages. 
SMEs may struggle to 
compete with these benefits 
and are often limited to 
local talent pools or 
personal networks for 
hiring 

Retaining talent is also 
challenging for SMEs, as 
they may lack structured 
career growth or 
competitive salaries, 
whereas large firms offer 
long-term career 
development programs and 
retention strategies. 

Technology in HRM 

Large firms leverage HR 
technology such as HR 
Information Systems 
(HRIS), payroll 
automation, and employee 
performance tracking 
systems. 

In SMEs, the adoption of 
such technology is limited 
due to budget constraints, 
resulting in manual or 
semi-automated HR 
processes. 

 

     

3 (a) How can HR practices promote sustainability within organizations? 
 
HR practices play a pivotal role in embedding sustainability into the organizational 
fabric by fostering an environmentally conscious culture, aligning employee 
behaviors with sustainability goals, and driving long-term social and 
environmental impact. By integrating sustainability into recruitment, training, 
performance management, and employee engagement, HR can help ensure that 
sustainability becomes a core part of the organization’s strategy and operations. 

[03] 

C05 L1 
(b) Describe how different leadership styles can foster or hinder innovation within an 

organization. 
 

 Leadership styles that promote autonomy, collaboration, and 
creativity, such as transformational, democratic, and servant leadership, 
are most conducive to fostering innovation, as they empower employees to 
think creatively, take risks, and work together. 

   Leadership styles that focus on control, structure, or limited input, 
like autocratic, transactional, or bureaucratic leadership, can hinder 
innovation by limiting employee freedom, discouraging risk-taking, and 
focusing on maintaining the status quo. 

Leadership styles play a significant role in shaping an organization's capacity for 
innovation. Different styles can either foster creativity, collaboration, and 
experimentation or hinder these qualities, leading to stagnation. Here's a 
breakdown of how various leadership styles can either encourage or inhibit 
innovation within an organization: 

[07] 
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1. Transformational Leadership 

 Fostering Innovation: Transformational leaders inspire and motivate 
employees by creating a compelling vision of the future and encouraging 
creative thinking. They focus on personal development, fostering a culture 
where experimentation and risk-taking are valued. Transformational leaders 
are often seen as role models, challenging the status quo and empowering 
employees to pursue new ideas and solutions. They actively seek input 
from team members and promote collaboration, which enhances the overall 
innovation process. 

 Example of Fostering Innovation: A transformational leader might 
encourage cross-functional teams to brainstorm ideas for improving a 
product, promote employee autonomy, and reward successful innovations, 
creating a highly creative and adaptable work environment. 

 Hindering Innovation: Innovation can be hindered if the leader becomes 
too visionary without providing clear execution strategies or resources. 
Employees may feel overwhelmed or lost if there is a lack of structure to 
support the creative ideas being proposed. 

2. Democratic Leadership 

 Fostering Innovation: Democratic leaders involve employees in decision-
making processes, which enhances participation and generates diverse 
perspectives. By encouraging open dialogue, democratic leadership 
promotes a culture of inclusion where employees feel valued and are more 
likely to share innovative ideas. This collaborative approach can lead to 
incremental innovations as well as breakthrough ideas, particularly because 
employees from different levels of the organization contribute to problem-
solving. 

 Example of Fostering Innovation: A democratic leader may hold regular 
brainstorming sessions or workshops where employees can pitch ideas or 
collaborate on solutions, ensuring that innovation comes from all levels of 
the organization. 

 Hindering Innovation: Decision-making can become slow in a democratic 
leadership style if too many opinions are sought and consensus is hard to 
achieve. This can delay the implementation of innovative ideas, leading to 
frustration and stagnation in fast-paced industries. 

3. Autocratic Leadership 

 Fostering Innovation: While autocratic leadership is generally not 
associated with fostering innovation, in some cases, it can drive innovation 
in high-pressure environments where quick decision-making is crucial. In 
industries where swift action is needed (e.g., during a crisis or in 
competitive markets), an autocratic leader's ability to make decisive choices 
can push through innovative changes without delays caused by extensive 
consultation. 

 Example of Fostering Innovation: An autocratic leader might quickly 
implement a new technology or process without waiting for lengthy 
feedback loops, driving rapid innovation where speed is critical. 

 Hindering Innovation: Autocratic leadership typically stifles innovation 
because it limits employee input and discourages independent thinking. 
Employees may feel disempowered or fearful of proposing new ideas, 
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resulting in a lack of creative problem-solving and a culture of conformity. 
Over time, this can lead to disengagement and resistance to change. 

4. Laissez-Faire Leadership 

 Fostering Innovation: In a laissez-faire leadership environment, 
employees are given high levels of autonomy, which can stimulate 
creativity and innovation. This style works well with highly skilled, self-
motivated teams that thrive on independence and can manage their own 
projects. In such environments, employees are free to explore new ideas, 
take ownership of innovation initiatives, and push boundaries without 
heavy oversight. 

 Example of Fostering Innovation: A laissez-faire leader might give 
research and development teams complete freedom to explore innovative 
solutions, leading to breakthrough technologies or novel business models. 

 Hindering Innovation: Without proper guidance, support, or structure, 
laissez-faire leadership can lead to disorganization, lack of focus, and 
unclear goals. Employees may struggle to coordinate their efforts or may 
pursue ideas that don’t align with the organization’s overall objectives. 
Innovation can stagnate if there is no accountability or leadership direction 
to prioritize and implement ideas. 

5. Servant Leadership 

 Fostering Innovation: Servant leaders focus on empowering and 
supporting their employees, which creates an environment of trust and 
collaboration. By prioritizing the needs of the team and providing them 
with resources, servant leaders encourage employees to take initiative, 
experiment, and innovate. This leadership style fosters an inclusive culture 
where employees feel safe to take risks and contribute ideas, knowing that 
their leader supports their growth and development. 

 Example of Fostering Innovation: A servant leader might focus on 
removing obstacles that hinder creativity and innovation by providing 
access to training, tools, or time for experimentation, thereby allowing 
employees to focus on developing new products or services. 

 Hindering Innovation: In some cases, servant leadership can slow down 
decision-making as leaders focus on consensus-building and ensuring that 
all voices are heard. This can result in delays in acting on innovative ideas, 
particularly in fast-paced environments where quick decisions are critical. 

6. Transactional Leadership 

 Fostering Innovation: Transactional leaders focus on clear structures, 
rewards, and penalties to achieve specific goals. Innovation can be fostered 
in this style if rewards or incentives are tied to creative problem-solving, 
process improvements, or achieving innovation-related goals. However, the 
innovation tends to be more incremental than disruptive. 

 Example of Fostering Innovation: A transactional leader might offer 
financial bonuses or recognition for employees who successfully develop 
more efficient processes or meet key innovation benchmarks. 

 Hindering Innovation: Transactional leadership often hinders radical 
innovation because it focuses on maintaining the status quo, following 
established procedures, and rewarding performance based on pre-set goals. 
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Employees may feel limited to achieving specific outcomes and may not 
feel encouraged to think outside the box or take risks. This leadership style 
can promote a culture of compliance rather than creativity. 

7. Charismatic Leadership 

 Fostering Innovation: Charismatic leaders inspire and energize employees 
through their personal vision and enthusiasm, which can stimulate 
innovative thinking. Employees may feel motivated to push boundaries and 
pursue new ideas, often driven by the leader’s passion and confidence. This 
leadership style can help build an innovation-driven culture, especially 
when the leader champions big ideas and inspires others to rally behind 
them. 

 Example of Fostering Innovation: A charismatic leader might lead a 
company-wide initiative to pursue groundbreaking innovation, using their 
personal energy to get the entire team excited about the potential of new 
ideas and technologies. 

 Hindering Innovation: Innovation can be hindered if charismatic leaders
dominate the idea-generation process and overshadow the contributions of 
others. Employees may become dependent on the leader’s vision and 
hesitate to contribute their own ideas, fearing they won’t match the leader’s 
expectations or that their input won’t be valued. 

8. Bureaucratic Leadership 

 Fostering Innovation: While bureaucratic leadership emphasizes rules, 
regulations, and procedures, it can foster innovation in highly regulated 
industries or environments where compliance and safety are paramount. By 
maintaining clear structures, bureaucratic leaders can ensure that innovative 
processes meet required standards and do not introduce unnecessary risks. 

 Example of Fostering Innovation: A bureaucratic leader might implement 
structured innovation programs that adhere to industry regulations, ensuring 
that new ideas are safe, compliant, and thoroughly vetted before 
implementation. 

 Hindering Innovation: Bureaucratic leadership often stifles creativity by 
focusing too heavily on adherence to rules and rigid processes. Employees 
may feel restricted by excessive procedures and discouraged from 
proposing new ideas, as the system prioritizes order and control over 
experimentation and risk-taking. 

 
(c) Evaluate the effectiveness of specific innovative HRM practices in India and how they 

influence business performance, employee satisfaction, and competitive advantage. 
[10] 
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4  CASE STUDY - HR IN SMALL AND MEDIUM ENTERPRISES 
In a small manufacturing company, BULL Industries, the Human Resources (HR) 
department plays a crucial role in driving the organization's growth and employee 
engagement. With a workforce of 150 employees, the HR team focuses on 
implementing effective recruitment strategies, developing training programs, and 
fostering a positive work culture. Given the limited resources typical of small and 
medium enterprises (SMEs), HR at BULL Industries prioritizes employee retention 
by offering personalized development plans and establishing clear career 

[10] 
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progression pathways. Additionally, HR initiatives such as employee feedback 
sessions and team-building activities have significantly enhanced communication 
and collaboration among employees. By aligning HR practices with business goals, 
BULL Industries has successfully improved productivity and morale, ultimately 
contributing to the company's competitive edge in the market. 
Question: 

What strategies can HR implement in small and medium enterprises like BULL 
Industries to effectively enhance employee engagement and retention, considering 
the limited resources available? 
 

In Small and Medium Enterprises (SMEs) like BULL Industries, HR can 
implement several cost-effective strategies to enhance employee engagement and 
retention, even with limited resources. Here's how HR can effectively focus on 
creating a supportive and motivating work environment: 

1. Fostering a Positive Organizational Culture 

 Build a Strong Company Culture: Focus on creating a positive and 
collaborative work environment where employees feel valued and 
recognized. Cultivating a sense of belonging and shared purpose can 
significantly enhance engagement. 

 Open Communication Channels: Encourage open and transparent 
communication between employees and management. Regular team 
meetings, feedback sessions, and suggestion boxes can help employees feel 
heard and involved in decision-making. 

2. Recognition and Rewards 

 Non-Monetary Recognition: Acknowledge employees’ contributions 
through non-monetary recognition such as public appreciation, certificates, 
"employee of the month" awards, or shout-outs during meetings. These 
small gestures can have a big impact on morale. 

 Peer-to-Peer Recognition: Implement systems where employees can 
recognize and reward each other’s efforts, fostering a culture of support and 
appreciation. 

3. Flexible Work Arrangements 

 Work-Life Balance: Offering flexible work hours or remote work options 
can be a powerful tool for employee engagement and retention. Even in 
resource-constrained SMEs, flexibility helps employees maintain a healthy 
work-life balance, reducing burnout and increasing loyalty. 

 Compressed Workweeks or Flex-Time: Consider flexible scheduling, 
where employees can adjust their hours or condense their workweek, giving 
them more control over their time. 

4. Professional Development Opportunities 

 On-the-Job Training: Provide skill-building opportunities through 
mentoring, cross-training, or on-the-job learning. Employees feel more 
engaged when they can see a path for growth and development within the 
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organization. 
 Low-Cost Development Programs: Partner with local institutions or 

online platforms to provide affordable training and certifications. 
Encourage employees to pursue learning and offer time or small subsidies 
to support their efforts. 

 Internal Knowledge Sharing: Organize internal workshops where 
employees can share their expertise, promoting skill development at a 
minimal cost. 

5. Career Development and Growth Opportunities 

 Clear Career Pathways: Even if promotions are limited, provide 
employees with clear career paths or the opportunity to take on new 
responsibilities. This gives them a sense of progress and long-term potential 
within the company. 

 Job Rotation: Allow employees to rotate between roles, giving them the 
opportunity to gain new skills, increase engagement, and discover areas 
where they can contribute most effectively. 

6. Involving Employees in Decision-Making 

 Employee Feedback: Regularly seek input from employees on workplace 
improvements or business decisions. When employees feel their ideas 
matter, they become more invested in the organization’s success. 

 Idea-Sharing Platforms: Create platforms (like suggestion boxes or 
monthly brainstorming sessions) where employees can propose ideas for 
improving products, processes, or the work environment. Involving 
employees in innovation drives engagement. 

7. Well-Being and Work Environment 

 Focus on Employee Well-Being: Promote physical and mental well-being 
through wellness programs that don’t require significant financial 
resources. Offering healthy snacks, encouraging walking meetings, or 
organizing wellness challenges are low-cost initiatives that promote well-
being. 

 Ergonomic Workspaces: Ensure that workspaces are comfortable and 
conducive to productivity. Simple changes, such as improving lighting or 
providing ergonomic furniture, can improve employee satisfaction. 

8. Building a Sense of Purpose 

 Align Roles with Company Vision: Ensure that employees understand 
how their work contributes to the company's overall mission and goals. 
When employees see how their efforts impact the company’s success, they 
feel a stronger connection and engagement with their work. 

 Corporate Social Responsibility (CSR): Encourage employees to 
participate in social impact initiatives or local community activities. 
Engaging in CSR fosters a sense of pride in the company and strengthens 
emotional ties to the organization. 
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9. Team Building and Social Activities 

 Low-Cost Team Building Activities: Organize informal team-building 
activities, such as potlucks, game days, or outdoor gatherings. These 
activities don’t require significant financial investment but can strengthen 
relationships and build camaraderie. 

 Celebrating Milestones: Celebrate small wins, company milestones, or 
employee anniversaries. These celebrations can boost morale and make 
employees feel valued and recognized. 

10. Retention Strategies 

 Stay Interviews: Conduct "stay interviews" to understand what motivates 
employees to remain with the company and what might drive them away. 
Addressing their concerns proactively can prevent turnover. 

 Transparent Compensation and Benefits: While financial resources may 
be limited, ensure that employees feel that their compensation is fair. 
Transparency in pay structures and offering non-monetary benefits such as 
additional time off, recognition, or learning opportunities can enhance 
retention. 

11. Effective Onboarding 

 Smooth Onboarding Process: Create a welcoming and effective 
onboarding process for new employees. Even without expensive tools, 
providing a structured orientation, a clear outline of expectations, and 
social integration into the team can make new hires feel supported and 
engaged from day one. 

12. Retention through a Positive Exit Process 

 Exit Interviews: Conduct exit interviews to learn why employees are 
leaving and use this information to improve the employee experience for 
others. Even though retention is the goal, ensuring that departing 
employees leave on a positive note can enhance your company’s reputation 
and improve future re-hiring potential. 

Conclusion 

HR in SMEs like BULL Industries can implement creative, low-cost strategies to 
enhance employee engagement and retention by focusing on recognition, career 
development, flexible work arrangements, and building a positive work culture. 
Prioritizing well-being, promoting open communication, and ensuring employees 
feel valued are key elements that lead to increased loyalty and satisfaction even 
when financial resources are limited. 
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CO1 
Understand and gain practical experience in the
field of Human Resource Concepts, functions 
and theories. 

         

CO2 
Acquire conceptual insight of Human Resource 
and various functions of HR.          

CO3 

Apply personnel, managerial and welfare 
aspects of HR. 1a 

 
1b  

1c 
2b 

   

1a 
1b 
1c 
2b 

 

CO4 

Perceive greater understanding about HR 
practices.  

2a 

2c 

 3c    
2a 
2c 
3c 

 

CO5 
Perceive knowledge about the future trends 
in HRM 3a 3b   4   

3a 
3b 
4 

 

 

Cognitive level KEYWORDS 

L1 - Remember list, define, tell, describe, recite, recall, identify, show, label, tabulate, quote, name, who, when, where, etc. 

L2 - Understand describe, explain, paraphrase, restate, associate, contrast, summarize, differentiate interpret, discuss 

L3 - Apply 
calculate, predict, apply, solve, illustrate, use, demonstrate, determine, model, experiment, show, examine, 
modify 

L4 - Analyze classify, outline, break down, categorize, analyze, diagram, illustrate, infer, select 

L5 - Evaluate 
asses, decide, choose, rank, grade, test, measure, defend, recommend, convince, select, judge, support, 
conclude, argue, justify, compare, summarize, evaluate 

L6 - Create design, formulate, build, invent, create, compose, generate, derive, modify, develop, integrate 

 

 
 
 
CI       CCI          HOD 

PO1–Theoretical Knowledge;  
PO2–Foster Analytical and Critical Thinking Abilities for data based decision-making;  
PO3– Develop Value Based Leadership; 
 PO4 –Ability to Understand and communicate various business aspects to global;  
PO5 – Ability to lead themselves and others in the achievement of organizational goals contributing effectively to a team 
environment; 
PSO1- Comprehend Contemporary features of Business Management Science and its administration                          
PSO2- Analyze and interpret the dynamic situations for making Business Management strategies                                         
PSO3- Handle responsibility with the ethical values for all actions undertaken by them 
PSO4- Adapt and focus on achieving the organizational goal and objectives with complete zeal and commitment. 
 


