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Lecture learning outcomes  

At the end of this lecture, you will be able to: 

i.Explain the concept of employment relationship. 

ii.Evaluate the strategies for employment relationships. 

 

12.1  Introduction 

Employee Relations (ER) has evolved from a primarily compliance-driven, industrial 

relations function to a strategic imperative central to organizational sustainability and 

competitive advantage. In today's volatile, uncertain, complex, and ambiguous (VUCA) 

world, the relationship between an organization and its employees is the bedrock of 

resilience, innovation, and performance. Modern SHRM views a positive employment 

relationship not as a cost to be managed, but as a valuable asset to be cultivated. 

The foundational concept remains the psychological contract—the unwritten, mutual set of 

expectations and obligations between employer and employee. However, the terms of this 

contract have shifted dramatically. The traditional model of long-term job security in 

exchange for loyalty has largely been replaced by a new paradigm centered on employability, 

experience, and engagement (Kost et al., 2023). Organizations now often implicitly promise 

to provide meaningful work, opportunities for development, and a positive work environment 

in exchange for employee flexibility, commitment, and high performance. 

This document outlines the key strategies that organizations can employ to build and maintain 

strong, positive, and productive employee relations in the context of contemporary SHRM. 



 

12.2 Foundational Pillars of Modern Employee Relations 

Before delving into specific strategies, it is crucial to understand the three core pillars that 

underpin effective ER in today's context: 

 Trust and Transparency: Trust is the currency of the modern workplace. Without it, no ER 

strategy can succeed. Transparency in communication, decision-making, and business 

performance is the primary driver of trust. 

 Fairness and Equity: Employees must perceive that they are treated fairly in terms of 

rewards, opportunities, and procedures. This extends beyond traditional fairness to 

encompass Diversity, Equity, and Inclusion (DEI) as a fundamental ER principle. 

 Mutuality and Voice: The relationship must be viewed as a two-way street. Employees need 

to have a genuine "voice"—mechanisms through which they can contribute ideas, provide 

feedback, and influence decisions that affect them. 

12.3 Key Strategic Initiatives for Developing Employee Relations 

1. Fostering a Culture of Open, Transparent, and Continuous Communication 

Effective communication is the lifeblood of strong employee relations. In the modern era, this 

goes beyond top-down newsletters. 

 Strategic Implementation: 

o Leadership Visibility and Accessibility: Encourage senior leaders to host regular "ask me 

anything" sessions, participate in internal social media platforms, and communicate the "why" 

behind major strategic decisions. 

o Multi-Channel Communication: Utilize a blend of channels—intranet, email, video 

messages, team collaboration tools like Slack or Microsoft Teams—to ensure messages are 

received. The message must be consistent across all channels. 

o Two-Way Feedback Mechanisms: Move beyond annual surveys. Implement pulse surveys, 

digital suggestion boxes, and regular check-ins that allow for real-time feedback. Crucially, 

organizations must act on the feedback received and communicate what actions were taken, 

closing the feedback loop (Sutton, 2022). 



 

 Impact on Employee Relations: Transparent communication reduces uncertainty, curbs the 

spread of misinformation, and makes employees feel valued and included, thereby 

strengthening the relational psychological contract. 

2. Designing a Personalized and Holistic Employee Experience (EX) 

SHRM now focuses on the entire employee lifecycle, from candidate to alumnus, designing 

each touchpoint to be as positive and engaging as possible. 

 Strategic Implementation: 

o Onboarding as Integration: Transform onboarding from a one-day paperwork exercise into 

a months-long integration process that immerses new hires in the company culture, builds 

social connections, and clearly sets expectations. 

o Focus on Well-being: Proactively address employee well-being through comprehensive 

programs that support mental, physical, and financial health. This includes providing access 

to counseling (EAPs), promoting work-life balance, and training managers to recognize signs 

of burnout. 

o Flexible Work Arrangements: Embrace hybrid and remote work models where feasible. 

Establish clear guidelines to ensure fairness and prevent proximity bias, ensuring that remote 

employees have equal access to opportunities and recognition (Wang et al., 2021). 

 Impact on Employee Relations: A positive employee experience signals that the 

organization values the whole person, not just their output. This fosters immense loyalty and 

is a key differentiator in attracting and retaining top talent. 

3. Investing in Continuous Learning and Development (L&D) 

In an economy defined by rapid technological change, the promise of career development has 

become a cornerstone of the psychological contract. 

 Strategic Implementation: 

o Skills-Based Development: Move beyond generic training. Use skills gap analysis to offer 

personalized learning paths that prepare employees for future roles within the organization. 

o Internal Mobility: Create clear pathways and platforms for employees to apply for internal 

projects and full-time roles. This demonstrates a commitment to internal career growth and 

helps retain institutional knowledge. 



 

o Learning in the Flow of Work: Integrate learning into daily tasks through micro-learning 

platforms, digital knowledge libraries, and encouraging knowledge-sharing sessions among 

peers. 

 Impact on Employee Relations: Investing in employees' growth builds a powerful sense of 

mutual investment. It communicates that the organization is committed to their long-term 

employability, which engenders commitment and reduces turnover intentions. 

4. Implementing Agile and Fair Performance Management 

The archaic annual performance review is being replaced by systems that are more dynamic, 

developmental, and fair. 

 Strategic Implementation: 

o Continuous Feedback and Coaching: Train managers to provide regular, constructive 

feedback and to act as coaches rather than just evaluators. Implement frequent, low-stakes 

check-ins to discuss goals, progress, and challenges. 

o Focus on Development: Frame performance discussions around growth and future potential 

rather than solely on past results. Link them directly to L&D opportunities. 

o Ensuring Procedural Justice: Ensure that performance appraisal criteria are clear, 

consistently applied, and perceived as fair. Calibration sessions among managers can help 

reduce bias and increase consistency (Pulakos et al., 2021). 

 Impact on Employee Relations: A fair and developmental performance management system 

builds trust in management. Employees are more likely to accept feedback and remain 

engaged if they believe the process is equitable and designed to help them succeed. 

5. Ensuring Equity in Total Rewards and Recognition 

Compensation and benefits are a tangible expression of an employee's value to the 

organization. Perceived inequity is a primary cause of ER breakdowns. 

 Strategic Implementation: 

o Pay Transparency and Equity Audits: Conduct regular audits to identify and address 

gender, racial, or other unjust pay gaps. Moving towards greater pay transparency (e.g., 

publishing salary bands) can build significant trust. 



 

o Holistic Total Rewards Statements: Communicate the full value of the compensation 

package, including benefits, retirement contributions, and other perks, so employees 

understand the entire investment made in them. 

o Frequent and Inclusive Recognition: Promote peer-to-peer recognition platforms and 

ensure recognition programs are inclusive and based on clear, observable behaviors and 

outcomes, not on favoritism. 

 Impact on Employee Relations: A fair and transparent rewards system is a fundamental 

indicator of organizational justice. It directly validates the transactional element of the 

psychological contract and allows the relational elements to flourish. 

6. Empowering Managers to be Effective People Leaders 

The direct manager has the most significant influence on an employee's daily experience and 

perception of the organization. 

 Strategic Implementation: 

o Select for Leadership Potential: Hire or promote individuals into management roles based 

on their leadership capabilities and emotional intelligence, not just their technical skills. 

o Comprehensive Manager Training: Provide mandatory training on crucial people-

management skills: giving feedback, having difficult conversations, managing hybrid teams, 

preventing burnout, and fostering inclusion. 

o Hold Managers Accountable for ER: Include metrics related to team engagement, turnover, 

and climate survey results in managers' performance goals and reward them for effective 

people leadership. 

 Impact on Employee Relations: A competent, empathetic, and well-supported manager is 

the single most important factor in maintaining a positive psychological contract at the team 

level. They are the primary lever for executing all other ER strategies effectively. 

7. Leveraging Technology and People Analytics 

Technology provides the tools to scale and personalize ER strategies, while data offers 

insights into their effectiveness. 

 Strategic Implementation: 



 

o Integrated HRIS Platforms: Use Human Resource Information Systems (HRIS) that 

provide a seamless experience for employees and managers, from onboarding to performance 

management and learning. 

o Listening Tools: Deploy advanced survey and sentiment analysis tools to passively and 

actively listen to the employee voice, identifying potential ER issues before they escalate. 

o Data-Driven Decision Making: Use people analytics to understand the root causes of 

turnover, pinpoint drivers of engagement, and measure the ROI of various ER initiatives 

(Levenson, 2023). 

 Impact on Employee Relations: Using technology effectively makes ER processes more 

efficient and accessible. Using data demonstrates a commitment to understanding and 

responding to employee needs in a factual, unbiased manner. 

12.4 Summary and Conclusion 

The strategies for developing employee relations in contemporary SHRM represent a 

fundamental shift from a reactive, problem-solving approach to a proactive, value-creating 

partnership. The modern psychological contract is fragile and must be consciously nurtured 

through daily actions and systemic practices. 

The most successful organizations will be those that: 

 Prioritize Trust through radical transparency and consistent fairness. 

 Design Experiences that value the whole employee, from their well-being to their career 

aspirations. 

 Empower their Managers to be the primary custodians of the psychological contract. 

 Leverage Data and Technology to understand and respond to employee needs with agility. 

Ultimately, robust employee relations are not a soft HR goal; they are a strategic driver of 

performance, innovation, and resilience. In a world where talent is the ultimate differentiator, 

the organizations that master the art and science of building positive, mutualistic relationships 

with their people will be the ones that thrive in the long term. 



 

12.5 Questions and Answers (Q&A) 

Q1: With the rise of remote and hybrid work, how can organizations prevent a 

"proximity bias" that might harm the employee relations of those not in the office? 

A1: Mitigating proximity bias requires intentional, structural changes. Key actions include: 

 Establishing Clear, Output-Based Metrics: Evaluate performance based on results and 

deliverables, not on hours seen in the office. 

 Standardizing Meeting Protocols: Ensure all meetings are "hybrid-first," meaning they are 

conducted with remote participants in mind (e.g., using collaborative digital whiteboards, 

ensuring everyone is on a individual video call, and actively soliciting input from remote 

attendees). 

 Training Managers: Educate leaders to recognize and counteract their own unconscious 

biases towards employees they see more frequently. 

 Auditing Opportunities: Regularly review the distribution of high-profile projects, 

mentorship, and promotion rates to ensure remote and in-office employees have equitable 

access (Wang et al., 2021). 

Q2: How can small and medium-sized enterprises (SMEs) with limited HR budgets 

implement these sophisticated ER strategies? 

A2: SMEs can leverage their inherent advantages of agility and closer relationships. 

 Focus on Foundational Levers: Prioritize what costs little but has high impact: exceptional 

communication, genuine manager empowerment, and a strong, positive culture. 

 Leverage Free or Low-Cost Technology: Use affordable collaboration tools (like Slack or 

Trello) for communication and project management, and free survey tools (like Google 

Forms) for pulse checks. 

 Develop from Within: Focus on internal mobility and on-the-job training, which is often 

more cost-effective than external hiring for skills gaps. 

 Iterative Approach: Start with one initiative, such as implementing a more robust 

onboarding process or launching a simple peer-recognition program, and build from there. 

Consistency and genuine intent can often compensate for a lack of financial resources. 



 

Q3: In a multi-generational workforce (e.g., Baby Boomers, Gen X, Millennials, Gen Z), 

how can ER strategies be tailored without being overly complex or creating perceptions 

of unfairness? 

A3: The key is to offer personalization within a framework of fairness. 

 Focus on Universal Needs: All generations value respect, trust, fair pay, and opportunities to 

learn. Get these core elements right first. 

 Offer Menu-Based Choices: Instead of a one-size-fits-all approach, provide options. For 

example, a total rewards package could allow employees to choose between different benefits 

(e.g., student loan repayment assistance vs. enhanced retirement contributions). Similarly, 

offer a variety of learning formats (e.g., in-person workshops, e-learning modules, micro-

learning videos). 

 Avoid Stereotyping: Train managers to understand individual preferences rather than 

making assumptions based on generational labels. The goal is to facilitate conversations 

between managers and employees about what they need to be successful, allowing for 

customization at the individual level. 

Q4: How can organizations effectively measure the health of their employee relations 

and the state of the psychological contract? 

A4: A multi-metric approach is essential: 

 Quantitative Metrics: 

o Engagement & Pulse Survey Scores: Track trends over time, especially on items related to 

trust in leadership, perceived fairness, and career development. 

o Voluntary Turnover Rate: Particularly for high performers and in critical roles. 

o Internal Mobility Rate: The percentage of roles filled internally. 

o eNPS (Employee Net Promoter Score): "How likely are you to recommend this 

organization as a great place to work?" 

 Qualitative Metrics: 

o Exit Interview Analysis: Systematically analyze data from departing employees to identify 

common themes. 

o Stay Interviews: Conduct regular conversations with current employees to understand what 

keeps them engaged and what might cause them to leave. 



 

o Sentiment Analysis: Use text analytics on open-ended survey responses and internal 

communication platforms to gauge the overall mood and identify emerging issues (Levenson, 

2023). 
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