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Abstract
Human Resource Management (HRM) in India is confronting complex challenges in the 
contemporary industrial landscape. This paper comprehensively analyses the key issues – from 
acute shortages of skilled technical manpower and the pressures of globalisation and technological 
change to workforce diversity, high employee turnover, and concerns like job stress and work-
life balance. The study draws on recent literature and data to highlight how rapid economic and 
technological shifts and evolving workforce expectations impact Indian industries. The objectives 
include identifying the significant HRM challenges in Indian industries and proposing actionable 
recommendations. The findings underscore critical concerns such as the skill gap where only 
about 40–50% of graduates are employable and rising attrition rates, reaching 30–40% in IT 
sectors. Additionally, 86% of employers report difficulty filling skilled vacancies, a significant 
increase from previous years. The paper suggests strategic HR interventions from national-level 
skill development initiatives and employee empowerment programs to workplace wellness and 
policy reform. The implications of this conceptual study point to HRM’s pivotal role in enabling 
Indian industries to adapt and remain competitive.
Keywords: Human Resource Management (HRM), Indian Industries, Skill Gap, Employee 
Retention, Workforce Diversity, Technological Change, Work-Life Balance, Globalization

Introduction
	 The human resource function has become a strategic partner in business 
growth, especially in India’s dynamic economy. India’s diverse and 
populous workforce is a double-edged sword it provides abundant talent, 
yet businesses often struggle to find the right skills. Globalization, economic 
liberalization, and technological disruptions have drastically transformed the 
work environment, compelling organizations to rethink their HRM practices. 
For instance, tighter labour markets and global competition reshape how 
companies attract and retain talent. At the same time, socio-demographic shifts 
such as the entry of millennials, the rise of dual-career households, and greater 
workforce diversity are redefining employee expectations. Recent studies and 
surveys confirm that today’s HR managers face multifaceted challenges such 
as talent shortages, technological adaptation, managing diversity, employee 
well-being, navigating frequent regulatory changes, among others.
	 In the Indian context, these challenges are particularly pronounced. India’s 
rapid economic growth has led to a hyper-competitive job market where 
skilled employees have plentiful opportunities. Consequently, HRM in Indian 
industries must address high turnover rates and devise strategies to keep 
employees engaged and committed. Additionally, changes in government 
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policies (such as new labour codes and reservation 
requirements) demand continuous compliance and 
adaptation. This paper reviews the literature on 
HRM challenges in India and profoundly analyses 
key issues. It also outlines the study’s objectives, 
discusses each major challenge with evidence, and 
offers recommendations. The goal is to provide an 
academic yet practical overview to help industry 
stakeholders and researchers understand and address 
the pressing HRM issues in Indian industries.

Review of Literature
	 Some of the recent academic works and industry 
reports have examined HRM challenges in India. 
(Schramm) noted emerging issues such as intense 
competition for talent, technological advancements, 
and globalisation shaping the HR landscape.
	 These observations remain relevant, as confirmed 
by more recent studies. For example, (Ramachandran 
and Sharma) analysed contemporary HRM challenges 
and highlighted critical factors like employee 
retention, workforce diversity, and technological 
change in the Indian scenario. Similarly, (Kamboj) 
emphasised that globalisation, rapid competition, 
technological advances, workforce diversity, and 
changes in the legal-political environment are among 
the significant HR issues confronting organisations.
	 The literature consistently points to a skill–jobs 
mismatch in India’s labour market despite being 
the world’s largest population with a predominantly 
young workforce, employers report difficulty 
filling skilled positions. World Bank-backed skill 
development report noted that “many (Indians) 
lack the skills needed by a modern economy”, 
underscoring the skills gap as a key obstacle. Talent 
management and retention emerge as central themes. 
(Pandita and Ray) observed that Indian firms need 
robust employee engagement and career development 
practices to improve retention. High voluntary 
turnover especially in IT and other knowledge sectors 
has spurred research into retention strategies such as 
career mapping and holistic reward systems. Another 
area of concern in the literature is workforce diversity 
and inclusion. Studies have discussed the benefits 
of a diverse workforce alongside the challenges 
of managing multicultural teams and preventing 
discrimination or harassment in the workplace. 

Work stress and mental health have also gained 
scholarly attention, particularly after the COVID-19 
pandemic. Deloitte survey reported that nearly half 
of Indian professionals cited workplace stress as the 
top factor affecting their mental health. Likewise, the 
ADP Research Institute’s report showed that 76% of 
Indian workers feel stress negatively impacts work 
performance, higher than global average of 65%.
	 In summary, prior studies establish a broad 
consensus on the main HRM challenges in India like 
bridging the skill gap, coping with globalization and 
technological change, managing workforce diversity, 
curbing high attrition, empowering employees, 
ensuring well-being (stress management and work-
life balance), handling organizational restructuring 
(downsizing, VRS), and navigating policy changes. 
Building on these insights, this paper focuses on 
these challenges in the current Indian industrial 
context, followed by suggestions to mitigate them.

Objectives of the Study
•	 	 To identify and examine the significant issues 

and challenges faced by Human Resource 
Management in Indian industries. 

•	 	 To analyze the impact of these HRM challenges 
on organizations and employees. 

•	 	 To propose suggestions and recommendations 
for addressing the identified challenges. 

•	 	 To assess the implications of effectively 
managing these HRM challenges. 

Issues and Challenges of HRM in Indian 
Industries
Shortage of Technically Skilled Workforce
	 Despite India’s large population, the shortage 
of suitably skilled talent is a critical challenge. 
India boasts over 500 million working-age people 
and a vast higher education network (with 40,000+ 
colleges and hundreds of universities). However, 
there exists a significant skills mismatch between 
graduates and industry requirements. Only 40–50% 
of graduates are considered employable in their 
field. Alarming statistics abound 85% of engineering 
graduates are unemployable due to a lack of practical 
skills, and 93% of MBA graduates fail to secure jobs 
in their domain. As a result, employers struggle to fill 
roles even when unemployment is high – a paradox 
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of unfilled jobs and jobless graduates. According to 
a recent National Skill Development Corporation 
(NSDC) study, (Kunal) the demand for skilled 
workers in India is about 103 million, whereas 
the supply is only 74 million. This gap of nearly 
30 million highlights the scale of the skills deficit. 
Industries such as IT, manufacturing, healthcare, and 
infrastructure report millions of vacant positions due 
to the scarcity of qualified candidates. The reasons 
for the technical skill shortage are multifaceted. 
The quality of education and training is a core issue 
curricula in many Indian universities are often 
outdated and theoretical, producing “unemployable” 
graduates at a ratio as high as 6:1 of unemployable 
to employable graduates. A mere 3% of India’s 
workforce has received formal skills training, 
compared to 75% in Germany and over 50% in the US. 
This indicates a systemic gap in vocational and on-
the-job training. Additionally, brain drain aggravates 
the problem of a considerable portion of India’s 
top talent (e.g., IIT graduates) pursue opportunities 
abroad and do not return. Consequently, industries, 
especially in high-tech and core sectors, rely on 
imported technologies and sometimes even expatriate 
expertise as indigenous skill development lags. A 
lack of “global” level technical institutes (few Indian 
institutions rank in the world’s top 200 Universities) 
and limited industry-academia collaboration further 
contribute to the mismatch between industry needs 
and available skills.
Impact
	 The skill shortage hampers industrial productivity 
and innovation. Based on the latest data, 80% of 
employers in India report difficulty filling skilled 
job vacancies, a significant increase from previous 
years. This talent crunch limits business expansion, 
inflates wage bills for scarcely skilled employees, 
and forces companies to spend more on training new 
hires from scratch. It can also slow the adoption of 
new technologies if workers capable of handling 
advanced systems are not readily available. In the 
long run, skill gap could constrain India’s economic 
growth if unaddressed.

Globalization
	 Globalization refers to integrating domestic 
and international economies, leading to the free 

flow of goods, capital, information, and labour 
across borders. For Indian industries, globalization 
since the 1990s has opened up new opportunities 
and imposed new challenges on HRM. Companies 
increasingly operate in multiple countries or face 
competition from foreign firms within India. HR 
managers must deal with unfamiliar laws, languages, 
cultures, and business practices. For example, 
an Indian IT services company serving clients in 
the US or EU must ensure compliance with those 
regions’ labour regulations and data protection 
laws while also managing a culturally diverse team. 
HR professionals often need to design policies for 
expatriates, handle cross-border team collaborations, 
and align HR practices with international standards.
	 One vivid effect of globalization on HRM is 
the change in employment patterns. The growth of 
outsourcing and offshoring (such as the BPO and 
ITES boom) brought in practices like 24x7 shift 
work, night shifts to service overseas clients, and 
cosmopolitan workplace cultures. Traditional Indian 
employers had to adapt to these models. For instance, 
call centres in India adopted U.S. holiday calendars 
and night working hours to cater to American 
customers, fundamentally changing employee work 
routines. Cultural diversity in the workplace has 
increased, not just in terms of Indians working with 
expatriates or foreign clients but also Indians from 
different regions working together in large metro-
based firms. While diversity can be a strength, HR 
must tackle language barriers, cultural sensitivities, 
and varying work styles within teams. Globalization 
also intensifies the competition for talent. Skilled 
Indian professionals are now courted by multinational 
companies, both within India and abroad. The best 
talent might get hired by global corporations offering 
attractive pay, leading to talent drain for local firms. 
A globalized talent market forces Indian employers 
to benchmark their HR practices including 
compensation, benefits, and career development 
opportunities against international standards to 
attract and retain employees. According to a survey 
by Towers Watson, 92% of organizations in India 
struggled to attract critical-skill talent and over 75% 
had difficulty retaining top performers. This trend has 
only been exacerbated in the globalized knowledge 
economy of the 2020s.
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Impact
	 The HRM implication of globalization is that 
HR policies and competencies must become more 
agile and internationally aware. HR managers 
need training in cross-cultural management and 
international labour law compliance. There is also 
a greater emphasis on language and soft skills 
training for employees to interact effectively on 
global teams. Furthermore, globalization has led to 
standardising certain HR practices (like performance 
appraisals, diversity and inclusion initiatives, and 
ethics compliance) as Indian companies adopt global 
best practices. However, implementing global HR 
practices can be challenging due to local mindsets 
or regulatory constraints. Overall, globalization 
has expanded the role of HRM in Indian industries 
to being a custodian of globally competent human 
capital.

Technological Advancement
	 Rapid technological advancement – including 
automation, digitization, and now Industry 4.0 – 
is another major challenge for HRM in India. In 
earlier times, “man-controlled machines,” but today 
“human beings are controlled by machines,” as the 
proliferation of smartphones, AI, and automation 
has deeply penetrated the workplace. Advanced 
technologies such as artificial intelligence, robotics, 
big data analytics, and cloud computing are 
transforming business processes across sectors. While 
these innovations promise higher efficiency, they 
disrupt traditional job roles and skill requirements. 
HR managers face the dual challenge of managing 
technological change and upskilling the workforce 
to keep pace with these changes. A significant 
issue is job automation. Routine and manual tasks 
are increasingly being automated – for example, 
manufacturing plants are introducing industrial 
robots, banks are using chatbots for customer 
service, and companies are adopting automated HR 
information systems for attendance and payroll. This 
has led to a need to downsize or redeploy employees 
in certain areas (discussed further in the Downsizing 
section) and, simultaneously, to hire or develop 
employees in new tech-centric roles (like data 
analysts, machine learning engineers, etc.). According 
to recent research on Industry 4.0 implementation 

in India, companies identify skill gaps and change 
management as key HRM challenges in adopting 
new tech. Employees may feel insecure about job 
losses due to automation, leading to resistance; 
hence, HR must manage fears and communicate the 
upskilling or role-transition opportunities available. 
Moreover, technological advancement has changed 
how people work and communicate. The rise of 
remote work tools, collaboration software, and 
AI-driven monitoring means HR policies on work-
from-home, employee surveillance, and data privacy 
must be updated. In India, especially post-pandemic, 
many IT and service companies have shifted to 
hybrid work models. HR must ensure productivity 
without infringing on employee well-being when 
using technology (for instance, avoiding an “always 
on” culture that smartphones and laptops can create). 
The document hints at reduced human interaction 
and trust in an era “behind machine and money”– 
reflective of the social challenge where technology 
can erode workplace camaraderie and loyalty if not 
managed well.
Impact
	 Technology presents both an efficiency boon and 
a human challenge. On one hand, it allows HR to 
leverage tools like HR analytics, e-learning platforms 
for training, and AI for talent acquisition (resume 
screening, etc.), making HR processes more effective. 
On the other hand, HR has to continuously invest in 
training programs to upgrade employees’ technical 
skills. Organizations are indeed recommended to 
spend considerably on training to acquaint employees 
with new technology. Failure to do so results in a 
workforce that cannot fully utilize new systems, 
wasting the tech investments. Another impact is 
the need for change management expertise, HR 
professionals must guide their organizations through 
technological transitions, which includes planning 
retraining, reassignments, or even tricky decisions 
like role eliminations. Essentially, HRM must ensure 
that technology is harnessed in a people-friendly 
way – using it to complement rather than completely 
displace human talent and preparing employees for 
more value-added roles that technology cannot play 
(like creative, strategic, or interpersonal roles).
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Rapid Change
	 The business environment is in a state of constant 
flux. Changes in technology, consumer preferences, 
market conditions, and government policies happen 
rapidly and can significantly impact organizations. 
Indian industries in recent years have experienced 
tumultuous changes from demonetization and GST 
introduction affecting business operations to sudden 
shifts in demand and supply during the COVID-19 
pandemic. Such volatility requires HRM to be highly 
adaptable and proactive. One aspect of this challenge 
is changing management within organizations. 
When companies undergo restructuring, adopt new 
strategies, or pivot to new markets, employees often 
face uncertainty and may resist change. HR’s role 
becomes crucial in communicating the need for 
change and helping employees acquire the skills 
or mindset required for new working methods. For 
example, if a traditional manufacturer implements 
lean management or digital systems, the HR team 
must facilitate training sessions and possibly 
negotiate with labour unions to ease the transition. 
In India, where job security is valued, rapid changes 
like mergers or process overhauls can be stressful for 
staff. Resistance to change is a natural human reaction 
that HR managers must anticipate and mitigate 
through effective communication, consultation, and 
involvement of employees in the change process. 
Another dimension is the broader economic and 
political changes that force HR adjustments. For 
instance, a sudden economic downturn may require 
hiring freezes or layoffs; a new government policy 
might mandate changes in working hours or benefits 
(such as a sudden increase in employees’ provident 
fund contribution). The speed of such changes 
often leaves little time for preparation. Indian 
organizations that historically operated in stable 
environments now need HR departments capable 
of agile planning creating contingency plans, multi-
skilling employees, and maintaining a flexible 
workforce that can be reallocated.
Impact
	 If not managed well, rapid change can lead to 
reduced employee morale, decreased productivity, 
and loss of talent (people unwilling to cope may 
leave). On the positive side, companies embracing 
change can maintain a competitive edge. HRM can 

turn this challenge into an opportunity by fostering 
a culture of continuous learning and agility. For 
example, an HR department might establish a “change 
champions” team – employees trained to lead and 
advocate for new initiatives – to build support at 
all levels. Frequent change has also highlighted the 
importance of HR planning and scenario analysis. 
Organizations are now more likely to invest in HR 
systems that allow quick reorganization (such as gig 
workers and contract employees who can be scaled 
up or down) to respond to change. In summary, 
rapid change tests the resilience of HRM; those 
that succeed in keeping the workforce aligned and 
motivated through upheavals can significantly soften 
the shocks of a turbulent business environment.

Workforce Diversity
	 India’s workforce has become increasingly 
diverse across gender, age, culture, religion, 
language, and educational background. Whereas 
a few decades ago many Indian businesses were 
fairly homogenous (e.g., family-run businesses 
with local employees), today’s industries often 
have employees from all over the country (and even 
abroad), with varied identities and needs. Gender 
diversity is one prominent aspect. Many industries 
that were traditionally male-dominated have seen 
rising participation of women. For instance, IT 
and IT-enabled services companies now have over 
30–35% female employees on average, and some 
organizations like ICICI Bank and PepsiCo India 
reportedly have workforces where women exceed 
60%. Concurrently, there’s growing inclusion of 
other groups – people from different regions (north, 
south, northeast India, etc.), religious backgrounds, 
and differently-abled individuals – partly due to legal 
mandates and social awareness. Diversity brings 
valuable perspectives and innovation potential, 
but it also poses challenges in HRM. One issue is 
managing cultural differences. India is a mosaic of 
cultures; employees may have different languages 
as their mother tongue, festivals and customs, and 
distinct communication styles. When mixed teams 
(for example, an engineering team comprising 
North and South Indians or an MNC office with 
both Indian and foreign staff), misunderstandings 
or biases can arise. HR managers must promote 
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an inclusive culture that recognizes and respects 
individual differences while fostering teamwork. 
This may involve diversity training, celebrating 
multiple cultural events, and setting clear policies 
against discrimination or harassment. Indeed, unfair 
treatment and sexual harassment have been significant 
concerns in Indian workplaces. HR has to ensure 
compliance by establishing internal complaints 
committees and sensitizing employees to acceptable 
conduct. Another aspect is age diversity – with four 
generations (Baby Boomers, Gen X, Millennials, Gen 
Z) potentially working together. Young employees 
may have different work and communication styles 
(more tech-savvy, valuing quick growth and work-
life balance) compared to older employees (who 
might prefer structured processes and have different 
expectations of loyalty). Balancing these preferences 
in HR policies (such as flexibility options, feedback 
frequency, and rewards systems) is a nuanced task. 
Diversity in educational and regional backgrounds 
can also lead to differing soft skills or exposure 
levels. For example, employees from urban elite 
institutes might be more comfortable speaking up, 
whereas those from rural backgrounds might require 
encouragement and training to integrate.
Impact
	 Embracing diversity can significantly enhance 
an organization’s performance – diverse teams can 
be more creative and better at problem-solving. 
Companies like PepsiCo and ICICI Bank have 
leveraged diversity for more incredible innovation 
and market reach, serving as exemplars in India. 
However, not managing diversity can result in 
communication breakdowns, conflicts, or feelings 
of exclusion among minority groups. This, in turn, 
affects morale and productivity. A survey by a global 
consulting firm found that inclusive cultures have 
lower turnover and higher employee engagement. 
In India, progressive firms have started workforce 
diversity committees and mentorship programs for 
underrepresented groups. HRM must also ensure 
equitable HR outcomes – for instance, no bias in 
hiring, promotions, or pay. Given that India’s female 
labour force participation rate remains low (around 
20% in 2019 and falling to 16% during the pandemic), 
tapping the female talent pool through supportive 
policies (maternity benefits, childcare support, and 

a safe work environment) is both a challenge and 
an opportunity. In conclusion, managing workforce 
diversity requires conscious strategy from training 
managers in cultural competence to implementing 
family-friendly policies that support diverse needs to 
create a harmonious and productive workplace for 
all.

Employee Attrition 
	 High employee turnover, or attrition, is a “hot 
issue” in Indian HRM. In today’s market, talented 
employees are often described as “kings” – they 
have vast opportunities and frequently move to 
better prospects. This is especially true in fast-
growing sectors like IT, ITES, e-commerce, and 
fintech, where skilled professionals receive multiple 
job offers and are prone to job-hopping for salary 
hikes or career advancement. Over the past few 
years, India has witnessed record-high attrition 
rates in specific industries. During 2021-2022, post-
pandemic recovery led to a surge in demand for tech 
talent; as a result, many large IT companies reported 
annual attrition rates of 20-30%, compared to single-
digit rates a decade earlier. A recent HR analysis 
(Jaswal) noted that attrition in India jumped from 
about 6% in 2020 to over 20% in 2022, partly fuelled 
by employees’ re-prioritizing work-life balance and 
“quiet quitting” trends.
	 High-turnover sectors like e-commerce and IT 
have annual attrition above 25%, whereas traditional 
sectors like manufacturing (e.g., automobiles, 
chemicals) see much lower attrition. This disparity 
highlights the challenge for HRM in retaining 
talent in fast-growing industries. The causes of 
high turnover are varied. Dissatisfaction with the 
current employer is a primary driver – factors 
such as perceived unfair remuneration, lack of 
growth opportunities, poor working conditions, or 
undesirable job locations often push employees to 
seek new jobs. With the expansion of industries, an 
employee who feels undervalued can usually find 
a better-paying or higher-position job elsewhere 
relatively quickly. Aggressive talent poaching by 
competitors also contributes; for example, startups 
might lure experienced staff from established 
companies with stock options and a promise of a 
startup culture, or vice versa. Personal factors like 
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family reasons, health, or relocation cause attrition, 
but these are usually a smaller portion. In some cases, 
especially among younger employees, a desire for 
rapid career growth leads to job-hopping – spending 
just 1-2 years per job to climb the ladder faster. The 
talent shortage in specific fields exacerbates attrition. 
When skilled employees (e.g., data scientists, pilots, 
or senior faculty) are in short supply, they become 
highly mobile because multiple organisations are 
trying to recruit them. An industry report noted 
that 92% of Indian companies struggle to attract 
and retain talent with critical skills, indicating how 
pervasive this issue is.
Impact 
	 Excessive attrition has profound implications for 
organizations. It leads to increased recruitment and 
training costs – hiring replacements and bringing 
them up to speed is expensive and time-consuming. 
High turnover can also diminish the morale of the 
remaining employees, who may feel insecure or 
overburdened, picking up slack. It disrupts team 
continuity and can erode organizational knowledge 
when experienced employees leave. Frequent staff 
changes might affect service quality and client 
relationships for client-facing businesses. On a macro 
level, high attrition in an industry (like the 30-40% 
annual attrition once seen in Indian BPOs) signals 
a potential structural issue in employee satisfaction 
that can tarnish the industry’s image as an employer. 
Conversely, some level of turnover is healthy for 
bringing fresh ideas – typical healthy attrition 
might be in the single digits annually. But when it 
consistently exceeds, say, 20%, it becomes a strategic 
issue. HRM must thus develop robust retention 
strategies such as competitive compensation, clear 
career paths, employee engagement initiatives, and 
positive work culture to encourage employees to 
stay. We discuss some retention approaches in the 
recommendations section.

Employee Empowerment
	 Employee empowerment gives employees more 
autonomy, authority, and opportunity to contribute 
to decision-making. It involves trusting employees 
with responsibility, encouraging their input, and 
enabling them to take initiative without excessive 
oversight. In many Indian organizations, especially 

more hierarchical or traditional ones, this represents 
a significant shift in management style. Historically, 
employees (particularly at junior levels) were 
expected to “follow orders” and had limited say in how 
things were done. However, modern HRM recognises 
empowering employees can unleash hidden talent 
and creativity. Empowered employees tend to have 
higher job satisfaction, motivation, and confidence 
to handle problems. In practice, empowerment might 
include policies like decentralising decision-making 
(allowing teams or line employees to decide how to 
meet their targets), providing access to information, 
and encouraging a culture where employees can 
voice ideas and concerns freely. For instance, some 
Indian companies now have formal mechanisms such 
as suggestion schemes or employee representation 
on certain committees (e.g., quality circles and 
safety committees). The education sector example 
is faculty being given freedom in methodology 
and representation in academic bodies– analogous 
to companies involving employees in strategy 
sessions or process improvement workshops. HR 
faces challenges in implementing empowerment. 
Managers need to be trained to relinquish a degree 
of control and shift from a directive to a coaching 
style. In some cases, there is resistance from middle 
management who fear loss of authority. Additionally, 
empowerment must be accompanied by capability 
development; employees can only take on more 
responsibility if they have the skills and knowledge 
to do so. Thus, training and development are enablers 
of empowerment. Another facet is creating a safe 
environment for employees to express themselves. 
Employees who fear punishment for honest feedback 
or mistakes will not feel empowered. Progressive 
organisations encourage an open dialogue culture, 
allowing dissenting opinions or criticisms without 
retribution. 
Impact
	 When done right, empowerment can lead to 
better decision-making at all levels (as those closest 
to work often know it best), faster problem-solving, 
and innovation. It usually improves customer service 
because frontline employees, when empowered, 
can resolve issues on the spot without “escalating” 
everything to higher-ups. For employees, feeling 
empowered enhances their self-confidence and 
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reduces stress, as noted in the document. It gives a 
sense of ownership and purpose, which can improve 
retention – empowered employees are more likely to 
feel valued and stay with the company. On the flip 
side, if empowerment initiatives are not genuine or 
consistent, they can backfire, leading to confusion 
(employees unsure of their authority) or frustration 
(if they are asked for input but see no changes result 
from it). Therefore, HRM must carefully design 
empowerment programs, often gradually increasing 
employee authority with adequate support and 
oversight mechanisms to guide them. In summary, 
employee empowerment in Indian industries is both 
a challenge (needing cultural change) and a solution 
(unlocking employee potential) for HRM in the 21st 
century.

Job Stress
	 Job-related stress has become a serious concern 
in India’s industrial workforce. Long working 
hours, high workloads, intense competition, job 
insecurity, commuting in urban traffic, and work-
life conflicts contribute to rising stress levels. A 
recent study found that 76% of Indian workers 
report that stress negatively impacts their work 
performance, significantly higher than global 
averages. Furthermore, 49% of professionals 
consider workplace stress as the most significant 
factor affecting their mental health. These figures 
underscore that for many employees, their job is a 
primary source of stress and anxiety. Several high-
profile cases and reports have brought attention to 
this issue. Unfortunately, there have been instances 
of extreme outcomes, such as employees facing 
burnout or even suicides related to work pressure. 
The document cites a report that every hour, a 
student commits suicide due to academic and career 
pressures, and even defence personnel have shown 
rising suicide rates linked to stressful work and 
leadership issues. In the IT sector, terms like “death 
march projects” (with crushing deadlines) became 
common in the early 2000s. More recently, the 
always-connected nature of work (email, messaging 
apps) means employees struggle to disconnect, 
leading to chronic stress. Major stressors identified 
in Indian workplaces include long working hours 
and workload (staying late regularly, working 

weekends), unfair treatment or internal politics, 
and uncertainty about the future during times of 
change. Organisational culture can exacerbate or 
alleviate these, if a culture rewards overwork (e.g., 
managers expecting employees to sacrifice personal 
time consistently) or involves abrasive management 
styles (public scolding, unrealistic expectations), 
stress levels will be high. On the other hand, a 
supportive culture with reasonable workloads and 
empathetic leadership can mitigate stress even when 
work is demanding.
Impact
	 High stress has negative consequences for both 
employees and employers. Stressed employees tend 
to have lower productivity, more health problems, 
and higher absenteeism. They are also more likely 
to be disengaged or start looking for other jobs 
(contributing to attrition). For employers, this means 
lost productivity and higher healthcare costs – an 
India Today report estimated that Indian employers 
lose around $14 billion annually due to stress-related 
absenteeism and turnover. Chronic stress can lead 
to burnout, where employees emotionally detach 
and performance plummets, or medical issues like 
depression, anxiety, and lifestyle diseases (India 
already has a high incidence of stress-related diabetes 
and heart conditions). Recognizing this, companies 
have begun to address job stress as a key HR challenge. 
Many have introduced employee wellness programs 
– ranging from yoga/meditation sessions and stress 
management workshops to providing counselling 
services (Employee Assistance Programs). Some 
conduct periodic stress audits via surveys. HR 
policies are slowly evolving to discourage overwork, 
such as enforcing leave policies (ensuring employees 
take their vacations), setting email blackout times 
at night, etc. However, such practices are not yet 
widespread in India. The remedies suggested 
in the document – like giving employees more 
autonomy and providing mental relaxation avenues 
(yoga, music, sports, informal gatherings)– aim to 
create a healthier work environment. Ultimately, 
tackling job stress is essential not just for employee 
health but also for sustaining high performance. A 
stressed workforce cannot be optimally productive 
or creative. Therefore, progressive HRM views 
employee well-being as integral to business success 
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and is increasingly putting it on the management 
agenda in Indian firms.

Work-Life Balance
	 Work-life balance (WLB) is the equilibrium 
between professional work and personal life. 
Achieving this balance has become increasingly 
challenging in India due to changing family 
structures and work demands. Traditionally, 
extended family support systems (grandparents, etc.) 
helped individuals manage personal responsibilities 
while they worked. However, with urbanisation 
and nuclear families, many employees – especially 
working parents – struggle to fulfil work and family 
obligations. Moreover, the expectation of being 
available for work at all hours in some high-pressure 
jobs conflicts with personal time. In a survey, the 
percentage of Indian job seekers citing work-life 
balance as a top career priority rose from 36% to 
47% within two years, reflecting how critical this 
issue has become for employees. Key factors driving 
WLB challenges include long commutes in cities, 
inflexible work hours, and lack of support facilities. 
For instance, in cities like Bengaluru or Mumbai, 
employees might spend 2-3 hours daily in traffic, 
effectively extending their workday and reducing 
family time. For women employees, the dual 
burden of work and domestic duties is a significant 
reason many drop out of the workforce mid-career. 
With more mothers joining the workforce and 
dual-income households (both husband and wife 
working), workplace support is needed to manage 
life responsibilities. Challenges like arranging 
childcare, looking after elderly parents, or even 
handling personal errands become stressful alongside 
a full-time job. Employees feel forced to make tough 
choices between career and family if the workplace 
is unsympathetic – e.g., strict attendance, no remote 
work option, or scheduling meetings late in the 
evening. The COVID-19 pandemic further blurred 
work-life boundaries, as working from home often led 
to longer working hours. On the positive side, it also 
proved that flexible and remote work arrangements 
are feasible and help balance priorities. Many Indian 
organisations are now considering or have adopted 
flexibility as a key retention tool. For example, some 
offer flexible working hours, work-from-home days, 

or a choice to transfer to hometowns, especially in 
the IT sector. Progressive companies also provide 
on-site daycare facilities or tie-ups with childcare 
centres to help working parents.
Impact
	 Poor work-life balance results in stress, burnout, 
and attrition. Talented employees may quit jobs 
that overwhelm their personal lives, even if the 
pay is high, in search of flexible roles. On the other 
hand, organizations known for good WLB often 
become employers of choice. A study indicated that 
employers who promote work-life balance see higher 
productivity in the long run, as employees are more 
focused and loyal when their personal lives do not 
conflict with work. Indian companies are gradually 
realizing this; for example, informal policies like no 
weekend emails, compulsory vacations, or “family 
days” are being tried. The government has also 
supported WLB indirectly – increasing maternity 
leave to 26 weeks under the Maternity Benefit 
(Amendment) Act, 2017 is one step that helps 
women balance motherhood with careers. However, 
paternity and family leave policies are still nascent in 
India.
	 In summary, work-life balance is a crucial HRM 
challenge requiring a shift in mindset from employers 
and employees. Employers should see employees’ 
well-being as linked to work performance, and 
employees must also set boundaries to ensure 
that neither sphere completely overtakes the 
other. Policies such as “childcare leave” (CCL), 
telecommuting options, flexi-time, and onsite child/
elder care support are among the recommendations 
to improve work-life balance. Implementing these 
can reduce job stress and improve retention, as 
employees feel their workplace values their holistic 
life, not just their role at work.

Downsizing
	 Downsizing refers to intentionally reducing 
an organization’s workforce to cut costs, remove 
redundancies, or improve efficiency. Indian 
industries have witnessed several waves of 
downsizing, especially during economic downturns 
or technology-driven restructurings. For example, 
in the early 2000s and again around 2020–2021, 
many firms (from manufacturing to IT services) 
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downsized due to global recessions or automation. 
Downsizing can include layoffs, attrition freezes, 
or offering separation schemes (like Voluntary 
Retirement Schemes, discussed next). The HR 
aspect of downsizing is particularly challenging, as it 
involves not just eliminating positions but managing 
the profound human impact – on those who lose jobs 
and those who remain. 
	 Causes of Downsizing: A common reason 
is technological advancement as companies 
automate, the man-machine ratio changes and 
fewer employees are needed for the same output. 
For instance, introducing advanced machines or 
software can replace multiple manual jobs. Global 
competition and pressure to reduce costs also drive 
downsizing; companies may streamline operations 
or outsource specific tasks, resulting in internal job 
cuts. Economic slowdowns force businesses to cut 
expenses quickly, and payroll is often a significant 
cost. Indian companies have had to downsize during 
the post-2008 financial crisis and the 2020 pandemic 
(especially in aviation and hospitality). Sometimes, 
corporate restructuring or mergers lead to role 
redundancies, prompting layoffs.
	 HR Challenges in Downsizing: Undertaking 
downsizing without crippling morale or sparking 
legal issues is the crux of the HR challenge. 
Communication is key – employees should hear 
the news from the company first, with clear 
rationales provided. Transparency and empathy in 
communications help prevent panic and rumours. 
HR must also deal with trade unions in cases of 
unionized workforce; obtaining their buy-in or 
negotiating terms (like severance packages) is 
often necessary. Another challenge is maintaining 
productivity and service quality during and after 
downsizing. The remaining employees (survivors) 
may feel insecurity (“Will I be next?”) and decreased 
loyalty or trust in management. This phenomenon, 
known as “survivor’s guilt” or job insecurity, can 
lead to lower engagement. HR needs to invest effort 
in counselling, rebuilding morale, and clarifying the 
future outlook of those who stay.
Impact
	 When done carefully, downsizing can help a 
company turn around by reducing costs, improving 
the staff-to-work ratio, and allowing restructuring 

for better efficiency. However, the negative impacts 
are significant are loss of institutional knowledge, 
potential litigation or strikes if handled poorly, and a 
hit to the employer’s image, which may make future 
hiring difficult (“Why join? They lay off people 
easily”). For example, during the 2022–2023 global 
tech slowdown, several Indian startups and IT firms 
laid off employees; some faced backlash on social 
media and elsewhere for the manner of layoffs (e.g., 
abrupt email terminations). Surveys indicate that a 
majority of Indian companies try to avoid layoffs. 
Indeed, one report (Jaswal) found that over 80% 
of Indian companies reported zero layoffs in 2023 
despite global trends, preferring measures like role 
reassignments or pay cuts to tide over crises. This 
underscores cultural and social expectations in India, 
where job security is valued. For HRM, best practices 
in downsizing include providing outplacement 
services (helping laid-off employees find new jobs), 
offering fair severance pay, and where possible, 
giving advance notice and rationale to employees. 
It is also recommended that training be provided 
to remaining employees to cover skill gaps left by 
those who exited. While sometimes unavoidable, 
downsizing should be handled humanely, with 
robust support systems to mitigate its challenges.

Voluntary Retirement Scheme (VRS)
	 India often uses the Voluntary Retirement Scheme 
to downsize human resources amicably. Under 
VRS (sometimes called a “Golden Handshake”), 
employees are encouraged to opt for early retirement 
for a lump-sum compensation package. It’s supposed 
to be voluntary and mutually beneficial – employers 
reduce headcount without coercion, and employees 
nearing retirement or feeling stagnated get a financial 
incentive to leave early. VRS has been used in India’s 
public sector enterprises and banks, especially 
during efforts to privatise or restructure them. For 
instance, large-scale VRS exercises occurred in 
nationalised banks in the early 2000s and, more 
recently, in telecom PSUs. In 2019, the government-
owned telecom company BSNL introduced a VRS 
(Business Today) that saw over 77,000 employees 
(nearly half its workforce) take early retirement, 
substantially cutting costs for the company.
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	 Employer’s Perspective: Employers offer 
VRS to achieve several aims, (a) eliminate surplus 
workforce in a manner smoother than abrupt layoffs; 
(b) cut labour costs and improve productivity ratios;  
(c) close or sell unprofitable units without labour 
unrest; and (d) infuse fresh talent by making room 
for new hires with updated skills. Essentially, VRS 
is a way to restructure the workforce gradually. 
By making the scheme attractive (e.g., offering 
1-2 months’ pay for every year of service or other 
benefits), companies entice those who are perhaps 
less productive or near retirement to leave, thus 
avoiding compulsory retrenchment, which is legally 
and ethically more difficult.
	 Employee’s Perspective: From the employee 
side, opting for VRS can be motivated by ill-health, 
wanting to pursue another career or business, 
dissatisfaction at work, or fear of future job 
instability. Suppose a company’s future is uncertain 
(say, it will be merged or likely to have layoffs). In 
that case, an employee might take VRS proactively 
to secure a financial cushion and avoid being laid 
off later without benefits. Some employees use VRS 
money to meet personal goals like starting a small 
business, funding children’s education, or securing 
retirement early.
Impact
	 Implementing a VRS requires careful planning 
of eligibility and package details, as well as clear 
communication so that it is seen as genuinely 
voluntary. HR must ensure that the scheme complies 
with regulations (for example, guaranteeing no 
discrimination – typically, it might be offered to those 
above a certain age or years of service). One risk is 
the loss of high performers – if the package is very 
generous, even employees the company would like 
to retain might opt for it. So, sometimes employers 
exclude key personnel from eligibility or have to 
counsel them to stay individually. When thousands 
of employees leave via VRS, HR also has to manage 
the transition of work – knowledge transfer from 
exiting staff to those remaining or recruits. The 
aftermath of VRS can include improved financials for 
the company due to lower salary bills, but it can also 
lead to experience gaps. For example, after a massive 
VRS, a company might find it has let go of too many 
experienced technicians or managers and struggle 

with the talent left. Thus, some organizations re-hire 
some retirees as consultants on contract, showing the 
delicate balance needed.

Political Change / Government Norms
	 The external regulatory environment in India 
is another essential factor influencing HRM. 
Government norms – labour laws, regulations, and 
policy changes – can significantly alter HR practices 
and obligations. India has a complex web of labour 
laws at both central and state levels (covering 
aspects like wages, social security, industrial 
relations, occupational health and safety, etc.). 
Frequent changes or reforms in these laws require 
HR departments to stay constantly updated and 
adjust company policies accordingly. For instance, 
the government’s introduction of the new Labour 
Codes (2019-2020), consolidating 44 existing labour 
laws into four codes, is a recent change that impacts 
all industries. Companies must modify employment 
contracts, social benefit contributions, working hour 
limits, and other HR policies to remain compliant 
when these codes are enacted. This regulatory 
overhaul demands significant change management 
from HR – educating the management and employees 
about new rights and obligations and ensuring 
systems (like payroll software) are configured to the 
new rules.
	 Reservation policies are another political factor. 
While job reservations (quotas) for specific social 
categories (like Scheduled Castes, Scheduled 
Tribes, and Other Backward Classes) are mandated 
primarily on public sector employment, discussions/
pressures for diversity hiring in the private sector 
are increasing. Some state governments have even 
proposed quotas for locals in private-sector jobs. HR 
managers must navigate these political expectations, 
balancing merit-based hiring with socially inclusive 
practices. It’s a sensitive area where non-compliance 
can lead to political and public relations fallout, yet 
implementing quotas in private companies can be 
controversial and operationally challenging. Changes 
in wage laws (such as increases in minimum wages), 
social security contributions (like Provident Fund 
and Employee State Insurance rates), or mandates 
like gratuity eligibility can directly increase labour 
costs and require HR to alter salary structures. 
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Compliance is not optional – failing to adhere to 
statutory norms can result in legal penalties and 
damage to reputation. Thus, HR departments often 
maintain compliance teams or rely on legal advisors 
to keep track of updates from government labour 
departments. Political changes can also influence 
the climate of industrial relations. A pro-labour 
government might strengthen unions and employee 
rights, while a pro-business government might 
make hiring and firing easier. India has seen both 
kinds of shifts across different administrations. For 
example, some recent changes under discussion aim 
to simplify firing rules for firms under a specific 
size, which, if enacted, will change how HR plans 
workforce scaling. Another instance was the sudden 
announcement of a nationwide lockdown in March 
2020. This government decision caught businesses 
off guard and forced HR managers to plan work-
from-home or deal with migrant workers’ issues 
rapidly.
Impact 
	 Government and political changes often 
have a sweeping impact across industries, unlike 
internal challenges, which might be firm-specific. 
Compliance costs can rise with new norms, 
affecting profitability. HR has to conduct audits 
and training often to ensure the company meets 
all legal requirements (e.g., having the prescribed 
number of disabled employees or following sexual 
harassment committee protocols). There’s also a 
strategic aspect such as Companies that anticipate 
and adapt quickly to regulatory changes can avoid 
disruptions (for example, those who proactively 
adjusted to the new maternity leave law were better 
at retaining women’s talent versus those that reacted 
late). In contrast, companies that are lax in following 
government norms risk facing legal action, strikes, 
or forced closures (in extreme non-compliance 
cases). Therefore, HRM must maintain a strong 
interface with the legal/regulatory side – some firms 
have government liaison officers or participate in 
industry bodies that discuss forthcoming laws – to 
stay ahead of political changes. This ensures that 
policy shifts (like reservation requirements or labour 
law amendments) can be implemented smoothly 
within the organization with minimal conflict.

Suggestions and Recommendations
	 To enhance Human Resource Management 
(HRM) in Indian industries, a comprehensive 
approach is advised. Companies should address the 
skill gap by investing in upskilling, collaborating 
with educational institutions, and utilizing 
government initiatives like the National Skill 
Development Corporation. To attract and retain 
talent, organizations need to build strong employer 
brands, ensure transparent HR practices, and employ 
data-driven strategies to understand attrition. The 
adoption of technology should be paired with change 
management and ongoing reskilling. Promoting 
diversity and inclusion necessitates formal D&amp;I 
programs, proactive gender policies, and strict anti-
discrimination enforcement. Prioritizing work-life 
balance involves offering flexible work options, 
supportive leave policies, and wellness programs at 
both the organizational and national policy levels. 
Mental health support is crucial, with confidential 
counseling, stress management initiatives, and efforts 
to reduce stigma. During downsizing, companies 
should act transparently and compassionately, 
providing outplacement services and fair severance. 
Voluntary Retirement Schemes (VRS) should 
be well-targeted, voluntary, and followed by 
knowledge transfer. Finally, staying ahead of 
regulatory changes through compliance training and 
proactive policy updates is vital. These measures, 
backed by top management, must be tailored to each 
sector’s context. Broader adoption across industries 
especially among mid-sized and smaller firms will 
elevate HRM standards and cultivate a more resilient, 
people-centered work environment in India.

Implications of the Study
	 This conceptual study highlights critical 
HRM challenges in Indian industries such as skill 
shortages, high attrition, and work-life imbalance 
and emphasizes their direct impact on business 
performance. It urges organizations to treat HR 
issues as strategic priorities to gain a competitive 
edge. HR professionals must evolve beyond 
administrative roles, developing skills in analytics, 
change management, and employment law. The 
study also calls on educational institutions to update 
HR curricula with topics like digital HR and mental 
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health. For researchers, it identifies opportunities 
to explore the interlinkages among HR challenges 
and their broader implications. Policymakers are 
advised to support industry through reforms, skill 
development, and improved education quality. 
Overall, the study advocates for coordinated action 
across stakeholders to transform HR challenges into 
opportunities for innovation, talent development, 
and sustainable industrial growth in India.
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