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TOPIC 11: HR skills for HCM   

Learning Outcome 

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

1. Connect the HR skills for HCM 

2. Describe the methods of closing the skills gap  

3. Develop a new template for HR  

4. Correlate HR and line manager skills 

 

11.0 Introduction 

There is already a debate emerging about the readiness of HR practitioners to develop the skills 

necessary to support the delivery of effective HCM. Mayo (2004) has commented that the 

professional HR practitioner needs some essential tools to be able to:  

• understand and articulate the meaning of ‘value’ and ‘added value’ from the perspective 

of a support function;  

• quantify both costs and returns in relation to people and organization management;  

• be confident and competent in justifying investments that relate to people.  

 

Clearly, as demonstrated in earlier chapters, human capital evaluation and measurement 

requires a set of skills around metrics and statistics that have not traditionally been included in 

HR professional development. Many of the practitioners interviewed for this book did not think 

this was an issue as they were readily able to find statistical expertise from other departments 

or available to buy in as consultancy services. 

However, whereas undoubtedly the more specialized statistical skills of data analysis and the 

administrative skills of data entry and collection can be bought in, one of the most important 

challenges is about linking all the organizational metrics together and identifying both 

correlations and, ideally, causal relationships, to demonstrate that the way things are done has 

an impact on performance. This means that, although they may not need to have specialized 

skills, HR people will need to understand the meaning behind the metrics to  

rise to this challenge. For example, it will usually be more cost effective to buy in the skills to 

administer, collect data and analyse the results of an employee attitude survey. However, 

understanding what the results of that survey mean for the business and the impact of improving 



the results will have on business performance is a skill that cannot readily be bought in from 

outside the company and should ideally be present within the HR department.  

 

Similarly, communicating the results to the workforce and agreeing actions for improvements 

will need the input of specialist HR knowledge. Although a skills base to understand and 

communicate on metrics is required in the HR team, it is not necessarily HR specialists who 

need to provide it. What is perhaps more worthwhile is reviewing HR skills to identify the gaps 

in the required knowledge and expertise and then reviewing what skills are available across the 

organization in other functions that can be used to fill these gaps. They argued that because 

HCM is an organization-wide phenomenon and should not be solely an HR issue, it is both 

easier and appropriate to develop the skill set needed from a cross-functional team with 

representatives from the line as well as other specialist areas such as internal communications.  

 

There are many benefits in developing a cross-functional human capital team, not least of 

which is that members of the team will act as ambassadors in their own departments to get the 

human capital message disseminated around the organization. In addition, it may prove more 

cost effective than using external consultants. Using external consultants to plug gaps in the 

HR skill set may be a short-term solution but will not necessarily help in creating the right set 

of skills for long-term HCM. Although consultants may be a rich source of technical expertise 

or be able to offer good advice onthe development of systems, they will not necessarily have 

sufficient understanding of the business to make the connections between the metrics or to 

identify the key business drivers. However, in many cases some external advice is necessary 

both to kick start the process and to enable organizations to make progress and indeed develop 

HCM skills internally. Ultimately, creating the right skill set will depend on the circumstances 

of the organization and the resources available to it.  

 

11.1. CLOSING THE SKILLS GAP  

 The consensus among both practitioners and commentators is that there is, at 

present, a skills gap in HR that needs closing if HR is going to fulfil its role in developing 

effective HCM. However, this gap is not necessarily going to be closed by employing more 

HR people. Instead, capability can be developed within existing HR departments by developing 

the skills of HR people themselves and supplementing these with more specialist technical 

skills from other functions where possible, coupled with advice and guidance from external 



consultants at critical stages along the human capital pathway. The important thing for HR 

people is to build the understanding of how to go about engaging with and informing the 

business of the contribution of people and what actions will maximize this contribution and 

drive business performance. It is apparent from the above that to do this they will have to 

become adept at creating enduring multi-functional teams to consider human capital issues.  

 HR practitioners will need to work closely with business units to identify how the 

richer data yielded by enhanced human capital measurement will help line managers anticipate 

developing trends that might undermine the commitment, engagement or retention of their 

staff.  What appears to be needed in HR departments therefore is a mixture of the business-

focused and strategic skills that have long been argued for by the proponents of strategic HRM. 

These include the more technical skills of understanding and presenting complex data coupled 

with the ability to use this data to build credible arguments to demonstrate the impact and 

contribution of people and people management activities. This does not necessarily imply a 

radical change in the development of HR but rather something more evolutionary designed to 

build capability. However, from the knowledge and evidence we have been able to generate 

we can offer below a template that might guide this process within organizations.  

 

11.2. DEVELOPING A NEW TEMPLATE FOR HR  

A number of questions are often posed in discussion on the skills HR need to deliver HCM. 

These questions are concerned not only with the nature and types of skills that HR people need 

but also how they will acquire and develop them within the career paths open to them. The 

questions being debated in the HR profession include the following:  

• Where are the HR people of the future going to come from?  

• If people are not developing the necessary skills in a traditional HR career path how 

will we develop them?  

• Do we need to develop a highly training human capital specialist or do we need to give 

the HR department a broader understanding of human capital issues?  

• What kind of relationships do we need to establish with other functions to develop the 

capacity of HCM within the HR function?  

• What skills do line managers need to acquire for effective HCM?  

• What will the relationships between HR and the line look like in the future?  

 



In the course of discussions with human capital specialists in a variety of organizations it has 

become clear that a minority have followed a traditional career path, rising through the ranks 

of HR to specialize in human capital.  

The knowledge and skills required within the HR function to implement and operate a full 

HCM programme are diverse and will differ between organizations and situations. However, 

the following list is a general framework of the requirements and demands that HR practitioners 

are increasingly required to deliver on.  

 

11.3. HR VERSUS LINE MANAGER SKILLS  

 It is not just HR skills that need attention to develop HCM in an organization. The 

skills of line managers also need to be scrutinized. Research for the CIPD by Bath University 

(Hutchinson and Purcell, 2003) makes the case that it is not people management policy in itself 

that contributes to business performance but rather the way these polices are implemented and 

brought to life by line managers. As a result, they identified a set of skills for line managers 

that need to be present for good business performance. These include the so called soft skills 

of listening, coaching, mentoring, involvement and communication.  

 HCM too has implications for the skills of line managers. HCM takes as its central 

premise that people are a resource to be invested in and this has significant implications for the 

traditional HR cycle of recruitment, development, career management and exit. A resource that 

has been invested in and nurtured is not as easily dispensable as one with which a solely 

transactional relationship exists. Recruitment means looking for potential rather than a set of 

existing skills or competencies. This makes it even more important that line managers are 

involved in people management decisions and more importantly acquire the skills to enable 

them to carry out this aspect of the job effectively.  

 The changing nature of the relationships between HR and the line has promoted an 

evolutionary change in HR skills over the last few years. Approximately 80 per cent of HR 

activity carried out by HR managers in the past is now delivered by line managers. This has 

changed not only the skills needed by both sides but also the nature of the role, with HR often 

responsible for the design of process but not the delivery. In addition, the rise of the business 

partner model means that HR people now rely much more heavily on consultancy skills and 

persuasion rather than authority to get line managers to deliver this activity effectively. 

Business therefore increasingly needs HR people who can manage the line rather than become 

pseudo line managers themselves by taking on more hands-on people management activity.  



 

11.4. Establishing The Link Between Hr Practice And Business Performance  

In the future, one of the most important developments in HCM will be the methodologies 

required to establish causal links between HR policies and practices and measures of business 

performance, as the following comments underline:  

• ‘HCM demands the measurement of human assets and an evaluation of their overall 

impact on corporate performance’ (IRS, 2004).  

• ‘The key requirement here is not simply to assess the overall value of human capital, 

but also to develop an understanding of the underpinning elements and dynamics that 

translate notional human capital into genuine business value’ (Walters, 2006).  

• Improving the productive capacity of a workforce is difficult to achieve without a 

comprehensive understanding of the linkage between employee inputs and profitable 

results’ (Donkin, 2005).  

Defining the link between business performance and HR practices affecting the availability, 

engagement and development of human capital is the ultimate goal of HCM and the most 

difficult one to achieve. The aim is to be able to say on the basis of measurement: ‘When we 

do this (an HR or people management practice), that (improved business results) will happen.’ 

There is a choice of approach as summarized below:  

• The employee–customer–profit chain links employee satisfaction to customer 

satisfaction to profitability (cf Rucci et al, 1998).  

• The Nationwide Building Society Genome II human capital investment model 

quantifies the impact that employee commitment has on customer satisfaction and 

business performance. The model uses data from existing sources. It is possible to use 

data modelling to predict the impact that a change in one factor affecting employee 

commitment would have on customer satisfaction and ultimately on business 

performance (IRS, 2005).  

• Business impact modelling (Mercer) predicts the outcome of specific people 

interventions and therefore anticipates the return on investment from a particular 

programme (Mathewman, 2006).  

• ROI – the net income generated from expenditure on an HR process, eg training 

(Kearns, 2005). 



 

Table 11.1 Analysis of business strategy and business drivers 

 There are three difficulties to be overcome. The first is that these approaches, other 

than ROI, are hard to develop. Rather than allocating resources to HR areas such as reward and 

development, we wanted to prioritise our investment at the front end of the profit chain.’ The 

two stages of the first project. First, an exploratory investigation to identify correlated data, and 

second, building mathematical models using the linear relationships between the data. The 

latter stage involved quantifying the strength of dependence between data items to predict the 

impact of change.  

 The second difficulty is that these approaches, especially ROI, depend on a number 

of assumptions that cannot easily be supported by reliable evidence. It is difficult to prove 

direct causation, so many other factors creep in. But it can be argued that even so, the process 



of trying to establish causal links increases understanding of relationships between HR inputs 

and business outcomes and will therefore help to make decisions on HR priorities.  

The third difficulty is that the first two approaches require the use of advanced statistical 

techniques such as the calculation of correlations, factor analysis, regression analysis and 

multi-variant analysis, which will require specialist skills not usually found in HR departments.  

 

11.5 Information On Intangible Value For The Investment Community  

 The demand from the investment community is growing for information to explain 

intangible value. Human capital being a large part of intangible value. Although opinion is 

divided on the extent of the demand and interest in human capital from investors and analysts 

However, to the dismay of the HR profession the guidance developed by the Accounting 

Standards Board (2003) for implementing the now defunct OFR made very little mention of 

people data at all. The evidence currently indicates that what the investment community is 

looking for is measures of performance at organizational level. However, very few companies 

are as yet in a position to provide these measures. We need to develop a greater understanding 

of what is required and what the HR role might be in putting this information together. The 

danger is that without this investor will fall back on accountancy models which, while 

providing hard financial measures, will not contain sufficient explanation to demonstrate the 

real contribution of human capital as a business driver.  

 

11.6. CONCLUSIONS  

 HR needs to develop a number of new skills for effective HCM. However, this is 

more likely to be an evolutionary than a revolutionary process. Syre (2006) emphasizes that:  

The main challenge – if the organization is to get a return on its investment in human capital – 

is in building up a cadre of business-facing HR staff with the partnering skills to apply the new 

insights to the needs of the business, this is the payoff without which all human capital activity 

is a useless waste of time. It is also important for HR to form enduring relationships with line 

managers to ensure the HR function builds the capability it needs for effective human capital 

management. The business partner model is popular with the HR profession but may not go far 

enough to achieve this. 

11.7 Summary 

1.  HR practitioners to develop the skills necessary to support the delivery of effective HCM.  



2.  HR practitioners  must engage line leaders so that they can gather important data to 

enhance the human capital measurement.  

3.  There has to be established a causal link between HR policies and practices and measures 

of business performance.  

4.  Human capital is a large part of intangible value to an organization  

11.8  Self Learning Resources  

1.   I am Human Capital : Chris Willis at TEDxMuskegon  

 https://www.youtube.com/watch?v=2ddguM-_jcs 

 

2.  The Business Case for Human Capital Analytics  

 https://www.youtube.com/watch?v=M5nwZbGmm1g 

 

 

KEY TERMS  

*HR Skills                                                 *skill gaps    

* line managers                                          * business performance   

 

 

 

SELF ASSESSMENT  

TUTORIAL AND ACTIVITIES – Topic 11  

 Tutorials  

 1. Where are the HR people of the future going to come from?  

 2. If people are not developing the necessary skills in a traditional HR career path, how 

will be develop the correct people?  

 3.  What kind of relationships do we need to establish with other functions to develop 

the capacity of HCM within the HR function?  

 4.  Explain the concept of return on investment from a HCM perspective.  

 5. What are the skills that a line manager should have?  

 Video/Podcast  

 Video 1 : Essential HR Skills & Capabilities  

    https://www.youtube.com/watch?v=RiyOfLG5o1o 

 Video 2 : HCM/ HR Skills Framework  

   https://www.youtube.com/watch?v=69A1VsKc4uc  

  

https://www.youtube.com/watch?v=2ddguM-_jcs
https://www.youtube.com/watch?v=M5nwZbGmm1g
https://www.youtube.com/watch?v=RiyOfLG5o1o
https://www.youtube.com/watch?v=69A1VsKc4uc


 Essay Question  

 Question 1  

 Apply SHRM theories/concept to analyze the strategic business partnership role of 

people managers in the talent management in ensuring a long-term sustained human 

capital performance. 

  Question 2  

 Pick an industry of your choice and analyse the future of the human capital management 

in that industry, the changes, the drivers and the requisite personnel needed to ensure 

effectiveness 

 Case study  

 Na Fu, Patrick C Flood, Denise M Rousseau (2018)  Line Managers as Paradox 

Navigators in HRM Implementation: Balancing Consistency and Individual 

Responsiveness 

 https://doi.org/10.1177/0149206318785241 
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