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TOPIC 10: HCM in business environment   

Learning Outcome 

By the end of this topic, students should be able to:  

1. Explain the transformation of HCM for business success  

2. Describe HCM business cases  

3. Identify approaches of gaining support and commitment  

4. Recognize various business drivers from HCM perspective 

10.0 Introduction 

Human Capital Management modernizes the traditional administrative duties of any business, 

including human resources, recruitment, training, and employee performance. HCM typically 

entrails IT technologies to make life easier and oversight simple when operating a company, 

business, or entrepreneurship.  

 

10.1 HCM Business Case 

A business case sets out the reasons why a proposed course of action will benefit the business, 

how it will provide that benefit and how much it will cost. The case is made either in added-

value terms (ie the income generated by the proposal will significantly exceed the cost of 

implementing it), or on the basis of the return on investment (ie the cost of the investment, say 

in training, is justified by the financial returns in such areas as increased productivity).  

A business case will be enhanced if:  

• Data as part of a human capital approach is available on the impact the proposal is likely 

to make on key areas of the organization’s operations, eg customer service levels, 

quality, shareholder value, productivity, income generation, innovation, skills 

development, talent management.  

• It can be shown that the proposal will increase the business’ competitive edge, for 

example enlarging the skill base or multiskilling to ensure that it can achieve 

competitive advantage through innovation and/or reducing time to market.  

• There is proof that the innovation has already worked well within the organization 

(perhaps as a pilot scheme) or represents ‘good practice’ that is likely to be transferable 

to the organization.  



• It can be implemented without too much trouble, for example not taking up a lot of 

managers’ time, or not meeting with strong opposition from line managers, employees 

or trade unions (it is as well to check the likely reaction before launching a proposal).  

• It will add to the reputation of the company by showing that it is a ‘world class’ 

organization, ie what it does is as good as, if not better than, the world leaders in the 

sector in which the business operates (a promise that publicity will be achieved through 

articles in professional journals, press releases and conference presentations will help).  

• It will enhance the ‘employer brand’ of the company by making it a ‘best place to work’.  

• The proposal is brief, to the point and well argued – it should take no more than five 

minutes to present orally and should be summarized in writing on the proverbial  

 

Making the business case is obviously easier where management is preconditioned to agree to 

the proposition. For example, it is not hard to convince top managers that performance-related 

pay is a good thing – they may well be receiving bonus payments themselves and believe, 

rightly or wrongly, that because it motivates them it will motivate everyone else. Talent 

management is another process where top management needs little persuasion that things need 

to be done to enhance and preserve the talent flow, although they will have to be convinced 

that in practice, innovations will achieve that aim. Performance management may be slightly 

more difficult because it is hard to demonstrate that it can produce measurable improvements 

in performance, but senior managers are predisposed towards an approach which at least 

promises to improve the level of performance.  

The toughest area for justification in added-value returns can be expenditure on learning and 

development programmes. Kearns and Miller (1997) go so far as to claim that: ‘If a business 

objective cannot be cited as a basis for designing training and development, then no training 

and development should be offered.’ The areas of the business strategy that depend on talented 

people should be analysed. The organization’s strategic plans and their impact on knowledge 

and skill requirements should also be noted. For example, these might include the development 

of a high-performance culture, productivity improvements, the innovation and launch of new 

products or services, achieving better levels of service delivery to customers, or the extended 

use of IT or other forms of technology.  

Any proposed learning and training interventions should specify how they will contribute to 

the achievement of these strategic goals. A cost/benefit analysis is required comparing the 

benefits expressed in quantified terms as far as possible that will result from the learning 



activity. The case for investing in learning and development can refer to any of the following 

potential benefits,  

 

10.2. Gaining support and commitment  

HR practitioners mainly get results by persuasion based on credibility and expertise. As Guest 

and Hoque (1994) note: ‘By exerting influence, HR managers help to shape the framework of 

HR policy and practice.’ Although line managers make the day-to-day decisions, it is still vital 

for HR specialists to have influencing skills. But there is a constant danger of HR professionals 

being so overcome by the beauty and truth of their bright idea that they expect everyone else – 

management and employees alike – to fall for it immediately. This is not how it is. Management 

and employees can create blockages and barriers and their support and commitment need to be 

gained, which is not always easy.  

The support of top management is achievable by processes of marketing the HR function and 

persuasion. Boards and senior managers, like anyone else, are more likely to be persuaded to 

take a course of action if it can be demonstrated that it will meet both the needs of the 

organization and their own personal needs. In addition, the proposal must be backed by a 

realistic and persuasive business case that spells out the benefits and the costs and, as far as 

possible, is justified either in added-value terms, or on the basis of a return on investment.  

 

10.3. Business drivers and HCM  

In order to develop HR capabilities that can enable a company’s business strategy, it is 

important to understand the critical drivers that are shaping that strategy. This section 

highlights some of the market forces and trends that are likely to influence business strategy 

(and HR Transformation) in the months and years ahead. This should not be viewed as a broad 

list, since the actual drivers are particular to each business, industry, and region — and 

generally change over time.  

However, the drivers are likely to have a significant impact on the business environment for 

the foreseeable future, and are factors that each company should consider. They also provide 

the foundation for a broad set of examples to illustrate the types of issues businesses are 

wrestling with, and how companies can proactively develop HR capabilities to support and 

facilitate their business strategies.  

10.3.1. Growth 



Revenue and market growth are essential for competitiveness and long-term shareholder value. 

In fact, growth is so important and pervasive that most of the other business drivers listed here 

are in some way related to it. Until recently, businesses primarily grew by hiring additional in-

house staff. But these days, the formula for growth has become far more complex — involving 

acquisitions, new staffing models, new technologies, and new approaches for finding, 

attracting, developing, and managing talent. Moreover, today’s companies aren’t just looking 

for growth; they are looking for profitable growth, which significantly increases the challenge. 

For HR, the key is to develop new capabilities that can enable the business to expand as timely 

and efficiently as possible.  

10.3.2. Globalization and emerging markets 

As business becomes increasingly global, companies should improve their ability to build and 

manage a global workforce — often in places they have not operated before. Many companies 

are seeing their global footprint shift from west to east as they pursue opportunities for 

accelerated growth in emerging markets. By 2050, the global population is expected to grow 

by 50 percent — primarily driven by India and China. Yet 70 percent of the world’s corporate 

management is currently located in Europe and North America. To thrive in this new 

environment, companies need HR capabilities that can enable them to effectively realign their 

workforces with their changing global footprint. They should also consider creating an 

operating environment in which global and virtual teams can thrive. Critical capabilities 

include improved global mobility programs that make it possible to move employees between 

countries efficiently and easily; standardized and repeatable HR processes and systems for 

entering new markets; and new staffing models that use outsourcing, contingent workers, and 

strategic partnerships to improve scalability and flexibility.  

10.3.3. Cost pressure  

Many companies are under constant pressure to reduce costs. And while HR has made 

tremendous strides to manage its costs and improve its operating efficiency over the past two 

or three decades, there is usually room to improve. That said, it is important to remember that 

HR must not only be efficient, but also effective and compliant. The direct impact of improving 

HR’s internal efficiency is relatively low. To have a greater impact on costs, HR should focus 

its specialization on people-related costs that are outside of the HR budget, such as pensions 

and health care. Another way for HR to contribute is by helping the business reduce the ‘cost 

of work’ through improvement initiatives that focus on things like worker productivity and 

management of contingent workers. 

 



10.3.4. Talent 

Most savvy business leaders know that having the required talent is critical to business 

performance and growth. But putting that insight into action can be a significant challenge — 

especially in the midst of a changing talent landscape. Around the world, jobs are moving from 

mature markets where talent is expensive and scarce to emerging markets where talent is 

cheaper and more plentiful. This fundamental shift requires companies to consider developing 

new HR capabilities for managing a global supply chain for talent — just as manufacturing 

companies have had to learn how to manage a global supply chain for products. Demographic 

shifts at both ends of the age spectrum are also having a big impact on talent. Many companies 

continue to face a mass exodus of retiring baby boomers, even as they struggle to deal with an 

influx of young workers who have different needs, skills, and expectations than their elders. 

This changing workforce requires new talent management capabilities in areas such as 

leadership development, workforce planning, strategy alignment, and workforce diversity.  

 

10.3.5. Innovation 

The days of relying on a small, elite group of innovators are over. In today’s business world, 

breakthrough ideas and continuous improvement can come from anywhere in the organization. 

To tap into this priceless resource, leading companies are developing new ways to help their 

employees around the world collaborate and share information. And more often than not, HR 

is at the center of the action. Whether the task is developing a ‘people portal’ that bring 

employees closer together; working with the business to create a more innovative culture; or 

developing new rewards programs and performance management processes to promote 

innovation, HR has a valuable role to play in helping companies use innovation as a 

competitive weapon.  

 

 

10.3.6. Emerging technologies 

New technologies such as cloud computing, social media, and mobile devices affect HR in two 

ways. First, they help enable HR to deliver services more efficiently and effectively. For 

example, cloud computing can reduce the cost and time required to develop new HR solutions, 

and can improve scalability, enabling HR to effectively and efficiently grow or shrink its 

capacity and capabilities in response to changing business needs. Second, and perhaps even 

more significantly, new technologies raise the bar on what HR’s customers expect. For 

example, thanks to smart phones and the Internet, today’s employees expect the ability to 



access HR systems and services 24/7 from anywhere on the planet. Similarly, today’s recruits 

expect the ability to interact with a company and its HR function through social media. HR can 

use emerging technologies to satisfy these ever-increasing expectations, and to deliver new 

innovations quickly and affordably.  

10.3.7. Mergers and acquisitions (M&A) 

Mergers, acquisitions, and divestitures have become a standard part of business strategy. Yet 

HR still tends to approach each M&A deal as a once-in-a-lifetime event. Also, HR’s goals are 

often limited to achieving cost synergies and integrating workforces from an administrative 

perspective. Although such goals are important, they are just a starting point. What companies 

should really consider are HR capabilities that make mergers, acquisitions, and divestitures 

fast, efficient, and repeatable. These new capabilities should include the ability to effectively 

and reliably combine two distinct workforces into a truly integrated organization that can help 

the business achieve its growth goals. They should also include an improved ability to retain 

critical talent. The value of a merger often hinges on the talent being acquired, and if too many 

people leave, much of that value may be lost. 

10.3.8. Risk and compliance 

This business driver affects HR in a number of ways. On one level, HR must deliver services 

that comply with local labor laws and workforce regulations — a challenge that is magnified 

as a business expands its global footprint. On another level, HR must also comply with broader 

business regulations, such as those related to data privacy and security. Although these 

regulations are not specifically targeted at HR, they often have significant HR implications due 

to the highly sensitive nature of HR’s work. Finally, HR can play a valuable role in helping a 

company manage the change associated with developing a risk-intelligent, compliant culture 

— a culture where employees understand the full impact of their actions and take smart risks 

that are consistent with the organization’s policies and objectives. 

10.4. Conclusion 

Consider developing HR capabilities that align with a company’s strategy and business needs. 

Focus on high-impact HCM activities that can create significant value for the business, rather 

than commodity activities such as transaction processing and administration. Ideally, HR 

Transformation should be integrated with business strategy, so that new HR capabilities are 

developed in sync with the business and are readily available when needed. That’s a big shift 

from the usual approach, where HR is not involved until late in the game and may thus become 

a bottleneck that slows things down and limits the business’ strategic options.  



10.5 Summary  

1.  A business case sets out the reasons why a proposed course of action will benefit the 

business, how it will provide that benefit and how much it will cost.  

2.  It is important to understand the critical drivers that shape a business organization 

strategy.  

3.  These drivers include amongst others growth, mergers and acquisition, talent, innovation 

and emerging technologies  

 

10.6 SELF- LEARNING RESOURCES  

1.    Ser Keng Ang,  Singapore Management University (2020).  Value creating drivers for 

effective human capital management 

          https://ink.library.smu.edu.sg/lkcsb_research/6786/ 

2.      Developing Future Human Capital in emerging economies in Industry 4.0  

         https://www.youtube.com/watch?v=3KtbfFaK2Uw 
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SELF ASSESSMENT  

SELF ASSESSMENT ACTIVITIES – TOPIC 10  

 Tutorials  

 1. What is meant by business drivers?  

 2.  What is meant by a HCM environment?  

 3. Explain how mergers and acquisition have an impact on HCM.  

 4. How does Globalization contribute to the effectiveness of HCM  

 5. What is talent management in the context of HCM  

 

 Video 

 Video 1 : The Power of an Entrepreneurial Mindset | Bill Roche  

https://ink.library.smu.edu.sg/do/search/?q=author_lname%3A%22ANG%22%20author_fname%3A%22Ser%20Keng%22&start=0&context=1445438
https://ink.library.smu.edu.sg/cgi/viewcontent.cgi?article=7785&context=lkcsb_research
https://ink.library.smu.edu.sg/cgi/viewcontent.cgi?article=7785&context=lkcsb_research
https://ink.library.smu.edu.sg/lkcsb_research/6786/
https://www.youtube.com/watch?v=3KtbfFaK2Uw


 https://www.youtube.com/watch?v=Ihs4VFZWwn4 

 Video 2 : Beyond HR: Leading the “business” of human capital management in a 24/7 

world 

  https://www.youtube.com/watch?v=TvvKngLdhLs 

 

 Essay  Questions  

 1. Analyse Video 2 and pick out the strategies that HR department can use to ensure 

effective human capital management.  

2.  Pick an organization of your choice and see what are the drivers of your organization 

in relation to human capital management  

 

 Case study  

 Diatmono, P., Mariam, S., & Ramli, A.H. (2020). Analysis of Human Capital in Talent 

Management Program, Training and Development to Improve Employee Competence 

Case Study in BSG Group. 

 https://doi.org/10.25105/ber.v20i1.6812 
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