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TOPIC 12: THE FUTURE OF HCM   

Learning Outcome 

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

1. Explain the virtues of human capital management  

2. The development of human capital management in the future  

3. Explain human capital as added value to an organization  

12.0 Introduction 

Despite all the examples we have been able to give of good HCM, the reality is that HCM is 

still in its infancy. Many others are using measurements, both quantitative and qualitative, to 

good purpose but have just embarked on the journey that leads to the systematic use of these 

measurements to guide business decision making on people matters.  

 

12.1. THE VIRTUES OF HCM  

The virtuous future of HCM have been extolled by many commentators, for example:  

• HCM is: ‘The total development of human potential expressed as organizational value’. 

HCM is clearly seen and respected as an equal business partner at senior levels and is 

‘holistic, organization wide and systems-based’ as well as being strategic and 

concerned with adding value (Kearns, 2005a).  

• HCM is about ‘harnessing people measures to drive business performance’ (Penna 

Consulting, 2003). ‘Human capital management must be appreciated as a distinct 

measurement and investment-led business approach that recognizes and adjusts to 

traditional functional behaviors but asserts itself, nevertheless, as a central component 

of business planning and operations’ (Donkin, 2005).  

• HCM data ‘informs and inspires the best policies’ (Syre, 2006). Nicholas Higgins, 

Chief Executive of Valuentis, explains why he believes it is important (Higgins, 2005):  

 

If HR wishes to have strategic ‘clout’ then it has to do measurement and ‘do measurement’ 

well. If it doesn’t it won’t. People are simultaneously assets, resources and potential liabilities. 

HR is a corporate function with two main objectives: optimizing people performance and 

minimising operational risk. This is no small feat, which is why HR faces such a challenge. 

And neither of these objectives can be achieved without some measurement. Without it, 

optimising people performance becomes an impossible concept to realise, with the danger of 



either over- or under-investment in people management practice and/or people development. 

Minimising operational risk without investment means HR is perpetually reacting to events 

rather than proactively avoiding them.  

 

12.2. CONCERNS ABOUT HCM  

 For some people, there is still a large question mark about the concept of HCM. 

Some people feel the term is dehumanizing. As Scarborough and Elias (2002) discovered in 

their research, many managers, especially HR managers, feel uncomfortable with a perspective 

that seems to reduce employees to economic units. Scarborough and Elias also noted that:  

 The reasons for managerial backwardness in this field relate in large part to the  

paradoxical characteristics of human capital. On the one hand, employee skills and 

competencies make a critical contribution to business performance. On the other hand, the 

features that make human capital so critical are the very same features that inhibit evaluation. 

Thus, one of the features of human capital that makes it so crucial to firm performance is the 

flexibility and creativity of individuals, their ability to develop skills over time and to respond 

in a motivated way to different contexts. Much of this depends on the acquisition and 

application of tacit knowledge; that is knowledge that we cannot readily articulate but is 

acquired through a process of situated learning. It follows from this that human capital is to a 

large extent non-standardised, tacit, dynamic, context dependent and embodied in people.  

 The HR function is better employed in providing leadership on people matters as a 

means of delivering competitive advantage. That is where value is added. Frankly, the only 

value added that statutory people metrics will deliver is to consultancies and academics. I 

believe we should resist demands for a common set of employee metrics in the annual report. 

HR is increasingly central to every management decision, reflecting the pivotal role of people 

in the delivery of business objectives. Playing the numbers game won’t raise the profile or 

improve the performance of the HR profession, nor will it secure HR’s place as a strategic 

partner to the chief executive. Be that as it may, as yet, many HR people seem to be 

unconvinced or unable to act on the evidence available and senior management may only have 

heard about it because of the aborted proposal for OFRs (Operational and Financial Reviews). 

The future of HCM is dependent on the resolution of this and a number of the other issues 

discussed in this chapter, namely:  

• the link between HCM and business strategy;  

• defining the relationship between HCM and business performance;  



• convincing senior management that it is important;  

• understanding and fulfilling the needs of the investment community for better 

information on intangible value;  

• enlisting the interest and involvement of line management;  

• convincing HR specialists that it is important and feasible;  

• staging the development of HCM;  

• developing HR skills in HCM;  

• understanding what is meant by obtaining added value from people;  

• understanding what is meant by regarding people as assets;  

• selecting the measures; analysing and evaluating the data; 

• external reporting that has value for investors and others and recognizes the value of 

human capital information. 

 

12.3. STAGED DEVELOPMENT OF HCM  

 Convincing HR specialists of the value, relevance and feasibility of HCM is easier 

if they appreciate that they do not have to transform themselves overnight into high-powered 

statisticians. They can be helped to appreciate that HCM is not an all or nothing matter. It can 

be applied in stages as set out in Table 12.1. 

 A complete HCM approach would embrace all these stages. But development could 

start with the basic analysis of available data and progress through the intermediate stage to the 

advanced stage. What we have is an elevator from the ground to the top that can be accessed 

at any floor. Some organizations plunge straight into the intermediate stage of obtaining and 

analysing employee opinion data on the grounds that this provides key information on the 

direction of HR strategy and the problems that have to be eradicated.  

 



 

 

 

 

12.4. DEVELOPING THE HCM SKILLS OF HR SPECIALISTS  

 Syre (2006) suggests that to get HCM to work: ‘One or more senior HR practitioners 

will need training and/or extensive experience in basic survey/statistical methodology and 



empirical analysis.’ This does not apply so much to the basic stages as defined above. The level 

of skill required to collect, interpret, analyse and comment on data is no more than should be 

expected from anyone who is professionally qualified in HR. It is necessary at the intermediate 

stage to be familiar with survey techniques. The skills used at the advanced stage to produce 

assessments of the impact of HR practices on business results are indeed outside the range of 

many practitioners who are not qualified statisticians familiar with such techniques as factor 

and multi-variant analysis or have not been trained in academic research techniques.  

 Outside expertise may be necessary to develop the metrics as was the case in the 

Nationwide Building Society, although HR staff there acquired the skills when working 

alongside the consultants and now go it alone. The ability to produce return on investment 

assessments also requires skills that not all HR practitioners possess, but the skills can be learnt, 

especially if HR and finance are working as partners, as they should. 

 

12.5. THE MEANING OF ADDED VALUE 

 The future of HCM depends on the extent to which it can provide the basis for 

achieving added value through people. HCM is sometimes described as a value-added approach 

to people management. This concept of added value looms large but is often used rhetorically 

as a symbol of what HCM is about. The real meaning of the phrase is somewhat obscure. But 

before defining added value it is necessary to explore the meaning of value. HCM is about the 

value that people provide for organizations. It is founded on the belief that it is important to 

understand the factors that will create that value, and Mayo (2004) emphasizes that HR 

practitioners need to understand its meaning. One way of describing value is in terms of 

contribution. 

 As defined by Brown and Armstrong (1999) ‘contribution captures the full scope 

of what people do, the level of skill and competence they apply and the results they achieve, 

which all contribute to the organization achieving its long-term goals’. Contribution can be 

measured through performance management processes, especially the so-called mixed model, 

in which the two elements of contribution – results achieved and applied competencies – are 

assessed. Contribution-related pay, which is largely replacing performance-related pay, is 

founded on this approach – contingent pay decisions are based on assessments of both the 

outcomes of the work carried out by individuals and the inputs in terms of levels of competence 

and competency that have influenced these outcomes. It focuses on what people in 



organizations are there to do, that is, to contribute by their skill and efforts to the achievement 

of the purpose of their organization or team.  

 

This is very much in accord with the philosophy of HCM. When we turn to the concept of 

added value we have to start with its technical meaning in accounts where added value is 

defined as the value added to the cost of raw materials and bought-out parts by the process of 

production and distribution. To calculate it, the cost of bought-in items are deducted from the 

turnover figure that appears in the profit and loss account to give a figure of the value added 

by the efforts of the company’s employees to make the best – most productive – use of the 

capital and other resources available to them. For employees in particular the value-added 

statements that appear in company reports focus on their contribution. When expressed as value 

added per employee the statements provide probably the best method available of attaching 

value to what employees do. 

In non-accounting terms, added value represents the contribution made by employees to 

business success. An increase in added value indicates that employees are contributing more. 

The rhetoric attached to the phrase in HCM-speak simply means obtaining a higher return 

(increased profitability or productivity) from investing in people. The aim is to ensure that the 

value of the contribution of people exceeds the cost of generating it. It also means that any HR 

initiative should be judged against the criteria of added value – to what extent can it be justified 

because the extent to which it enhances performance exceeds the cost of introducing it.  

 

12.6. WHAT IS MEANT BY REGARDING PEOPLE AS ASSETS  

 Many commentators such as Kearns (2005a) and Mayo (2001) contend that the 

defining characteristic of HCM is that it regards employees as assets rather than costs (although 

in 2006 Mayo commented that: ‘people are always accounted for as costs, and never as 

investments, whereas in truth they could be either’). This, they say, distinguishes HCM from 

HRM as the latter persists in treating employees as costs.  

 But it is not universally accepted that employees should be seen simply as assets. 

As Donkin (2005) comments: Books and reports in human capital management have tended to 

persist with the concept of the employee as an asset. This is one way of looking at the 

workplace. But it can be unhelpful since it ignores the cost of employees and fails to illustrate 

that employees can be valued in different ways. One example is the contracted professional 

soccer player. Another issue concerning the valuation of people as assets is that, unlike other 



assets in a firm, human capital is not owned by the organization but exists because of the 

employment relationship. 

It is maintained by Davenport (1999) that the concept of regarding people as assets is limited, 

indeed questionable, because:  

• Workers should not be treated as passive assets to be bought, sold and replaced at the 

whim of their owners – increasingly, they actively control their own working lives.  

• The notion that companies own human assets as they own machines is unacceptable in 

principle and inapplicable in practice; it short-changes people by placing them in the 

same category as plant and equipment.  

• No system of ‘human asset accounting’ has succeeded in producing a convincing 

method of attaching financial values to human resources. In any case, this demeans the 

more intangible added value that can be delivered to organizations by people.  

However, treating employees as assets focuses attention on a fundamental aim of people 

management – that the organization obtains and retains the skilled, committed and well-

motivated workforce it needs. This means taking steps to assess and satisfy future people 

requirements and to enhance and develop the inherent capacities of people – their 

contributions, potential and employability – by providing learning and continuous 

development opportunities. It involves the operation of ‘rigorous recruitment and selection 

procedures, performance-contingent incentive compensation systems, and management 

development and training activities linked to the needs of the business’ (Becker et al, 1997). 

It also means engaging in talent management – the process of acquiring and nurturing 

talent, wherever it is and wherever it is needed, by using a number of interdependent HRM 

policies and practices in the fields of resourcing, learning and development, performance 

management and succession planning.   

 

 

 

 

12. 7. SELECTING THE MEASURES  

 The future of HCM it is not entirely dependent on selecting the best measures – it 

is what is done with them that will count. Measures have indeed a crucial part to play but only 

if those selected provide guidance on or support for future action. Information should be 

capable of year-on-year comparison thus enabling trends to be identified. The aim should be to 



identify quantifiable data, but when this is impossible a qualitative approach can be justified as 

long as it clearly identifies what is happening, why it is happening and what conclusions can 

be drawn from the analysis to evaluate performance or guide future developments.  

It is often suggested that the starting point should be to use data that is readily available. But 

this approach begs the question as to whether the data would be any use. As Neely (1998) has 

commented, the tendency is to measure what is easy to measure rather than what is relevant.  

 

12.8. ANALYSING AND EVALUATING THE DATA  

The future of HCM as an effective HRM tool does not rest simply on identifying the data 

required and then collecting it. The processes of analysing and evaluating the data are what 

matter. Data analysis means looking at trends, not just actuals, as well as benchmarking. The 

aim of the analysis is to draw out from what may be a mass of data the information that will 

inform action and then to present that information in a way that clarifies the issues. The data 

must be submitted to critical evaluation.  

 

12.9. THE FUTURE OF EXTERNAL REPORTING  

The recommendations made by The Accounting for People Task Force (2003) stated that: 

‘Reporting on HCM to external stakeholders should have the effect of driving real 

improvements that will feed into corporate performance.’ The Task Force recommended a 

number of general principles, perhaps the most important of these being: ‘Reports on HCM 

should have a strategic focus, be balanced and objective, and based on sound data.’ It was 

recognized that measures have to be relevant to the particular drivers of each business – no 

attempt was made to indicate what measures might be included in reports.  

These included 16 principles, of which several dealt explicitly or implicitly with human capital 

issues. The following example was given by the group: ‘A service business with few physical 

assets and depending for its source of competitive advantage on the supply of particular human 

skills, will plan over a period consistent with its ability to recruit, train and develop its key 

resource.’  

Business Review requires:  

• a balanced and comprehensive analysis of the development and performance of the 

company in the financial year;  

• a description of the principal risks and uncertainties facing the company;  



• analysis using appropriate financial and non-financial performance indicators including 

environmental and employee issues. 

The requirements for the Business Review refer to the need for human capital data but it leaves 

it largely up to managers to decide how to do this and what information to include. What may 

emerge from any forthcoming debate on the human capital components of the Business Review 

is a statement of possible  

headings along the lines: 

• the profile of the workforce and its diversity;  

• senior executive remuneration;  

• the quality of leadership and management strength;  

• how well labour costs have been managed over time;  

• evidence of a coherent, robust people strategy that is mapped to the stated business 

strategy for the next three years;  

• evidence that current people management practice (especially regarding acquisition, 

motivation and retention) are improving organizational and business performance;  

• current and forecasted returns on people investment in the next three to five years;  

• the value of human capital assets and future investments, especially in major corporate 

decisions such as mergers and acquisitions;  

• comparator listings in financial league tables – such as analyst ratings;  

• position in ‘best company to work for’ surveys.  

 

But these will not be mandatory. People has set up a think-tank to explore a set of universal 

principles for comparing companies’ human capital. How universal these principles will be 

remains to be seen. They may, however, refer to the sort of headings listed above and add some 

views on possible generally accepted ratios such as added value per employee. Skills HR 

specialists need for HCM are: 

• Understanding of the business – its strategies and key drivers 

• An appreciation of how HR strategy interacts with the business strategy 

• Knowledge of the data 

• Understanding of what information managers need  

• Knowledge of how to collect and analyse data 

• Skills in presenting data and reporting on the outcomes of analysis 

• Skills in working as part of a management team 



• Skills in working with the finance function 

 

12.10. The role and future of HCM 

12.10.1. Embrace Technology and Analytics 

Millennials, now the largest generation in the workplace, are used to getting information right 

away through a computer or smartphone. A wide range of employee experiences, then from 

application to on boarding to checking benefits and paid time off should be available online to 

accommodate the digital customer experience younger workers prefer, and HR should be 

managing that effort. Freed from such mundane tasks as processing payroll, answering benefits 

questions and scheduling interviews, HR will have more time for strategic planning. Human 

resources can go from being a steward of employment to being a steward of work.  

12.10.2. Market a Modern Benefits Package 

Attracting and keeping talent involves offering and administering a benefits package that 

appeals to the modern worker.  

That includes not just parental leave and flexitime but also caregiver leave, expanded fertility 

benefits, gender reassignment and transformation assistance, financial wellness programs, and 

a slew of benefits that support critical life events.  

12.10.3. Global Growth 

Talent management now occurs on a global level. As businesses monitor demand for key 

positions, they need to consider the best ways of retaining top talent. Do they relocate key 

people to foreign countries? Use the talent in local countries? And should the pay scale be 

based on the country or the business standard? Considering these future trends helps companies 

plan the best use of their human capital. 

 

12.10.4. Life Balance Needs 

Since top talent is limited, leaders need to understand their employees desire for life balance. 

Some workers are juggling aged parents and young children. Younger workers are not willing 

to sacrifice quality of life for pay. Future trends require careful management of human capital 

so workers feel valued, rewarded, and can maintain balance in their lives 

 

12.11. CONCLUSIONS  

The future of HCM depends on appreciating the issues discussed above and acting accordingly. 

In developing HCM what we need to remember is its fundamental purpose, which is to achieve 



a better understanding of what is going on so as to be in a better position to decide what should 

go on.  

Ultimately, HCM is there to achieve the aim that was summarized by one human capital 

specialist as follows: ‘to look at how the business performs through our people’. The emphasis 

is on performance. Not just measuring and analysing it but doing something about it. 

 

12.12. Summary  

1.  HR is a corporate function with two main objectives: optimizing people performance and 

minimising operational risk.  

2.  The level of skill required to collect, interpret, analyse and comment on data is no more 

than should be expected from anyone who is professionally qualified in HR.  

3.  Measures have indeed a crucial part to play but only if those selected provide guidance 

on or support for future action.  

4.  The aim of the analysis is to draw out from what may be a mass of data the information 

that will inform action and then to present that information in a way that clarifies the 

issues. 

 

12.13 Self Learning Resource  

1.  Barbara M. Fraumeni (2021) Measuring human Capital. Elsevier Science Publishing Co 

Inc ISBN : 9780128190579 

2.  Julie Beardwell ,  Amanda Thompson (2017). Human Resource Management: A 

Contemporary Approach. 8th Ed. Pearson. 

 

3.  Future of Human Capital Management  

  https://www.youtube.com/watch?v=2aBvWK_EKmE 

 

4.   The future of Human Capital Management  

    https://www.youtube.com/watch?v=8z3aHJgQ-WU 

   

KEY TERMS  

*virtues of HCM                                        * value added     

* people as assets                                       * evaluating data  

https://www.bookdepository.com/author/Barbara-M-Fraumeni
https://www.bookdepository.com/publishers/Elsevier-Science-Publishing-Co-Inc
https://www.bookdepository.com/publishers/Elsevier-Science-Publishing-Co-Inc
https://www.bookdepository.com/author/Julie-Beardwell
https://www.bookdepository.com/author/Amanda-Thompson
https://www.youtube.com/watch?v=2aBvWK_EKmE
https://www.youtube.com/watch?v=8z3aHJgQ-WU


SELF ASSESSMENT  

TUTORIAL AND ACTIVITIES – Topic  12 

 Tutorials  

 1. Explain your forecasting on HCM applications. 

 2. What could be the compensation packages will be demanded by future candidates? 

Elaborate.  

 3. Explain the transformation of HRM to HCM and what can happen in future.  

 4. What will be the influences of technology in HCM? 

 

 Video/Podcast  

  Video 1: The Future of HCM Innovation is here, ADP Marketplace! 

  https://www.youtube.com/watch?v=MCBYWQgl0DA 

 Video 2: The Future of HCM  

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

 

 Case study analysis  

  Article 1: Neoliberal Feminism and the Future of Human Capital   

 https://doi.org/10.1177/239700220702100306 

 1. The German discourse on Human Capital Management (HCM) has a long history 

which resulted in the manifoldness of notions connected with HCM, illustrate.  

 2. The exact specification of the meaning of HCM basically depends on the frame of 

reference used: the frame of the past, of the present or of the future. Explain 

 Essay Questions  

 In light of the videos above, discuss the future of the human capital management from 

your perspective. Make reference to proper examples in your answer  

 

 

 

https://www.youtube.com/watch?v=MCBYWQgl0DA
https://www.youtube.com/watch?v=hdTafYzEXHw
https://doi.org/10.1177/239700220702100306

