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TOPIC 8: HUMAN CAPITAL COMPONENTS   

 

Learning Outcome 

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

1. Explain key components of HCM 

2. Describe the essentials of performance management for HCM  

 

8.0 Introduction 

Human capital management strategies acknowledge that employees, their skills, experience, 

knowledge, concepts, and innovative ideas are all valued within an organization. A company 

must understand its employees inside and out in order to expect the best from them. A human 

capital plan refers to the development of strategies to recruit the best available talent, develop 

career plans for employees, mentor and coach the employees, motivate employees to deliver 

their best at all times, and develop performance management strategies.  

 

8.1  Key components of HCM 

8.1.1. Clarity in Human Capital Goals 

It is critical to understand the gap between an organization’s current state and its desired state. 

This can help to develop human capital goals that would not only increase employees’ overall 

efficiency, but also make them feel more attached on a closer level to the organization. Some 

examples of human capital goals include retaining dedicated and hardworking employees, 

continuously develop skills of the workforce, developing realistic induction programs for new 

hires, and only hiring the very best talent in the pool. 

 

8.1.2. Clarity in Direction 

This important component involves understanding an organization from the inside out. One 

must understand the senior management, customers, expectations and requirements of 

stakeholders, vision of an organization, budgetary constraints, and the needs of the current 

employees in order to achieve a concise, clear strategic direction. To do this, companies must 

collect data from employees, customers, and stakeholders to understand their expectations and 

needs. Discussing these issues will help define the entire vision of a company and its team. An 



effective analysis may involve analyzing current employees’ as well as where they see 

themselves and the company two years down the road. This type of analysis can help 

organizations pinpoint any flaws or gaps in the system. 

 

8.1.3. An Accountability System 

No plan or process is successful until and unless it is managed well. It is critical to keep track 

of progress. An accountability system involves measuring the failure and success of an 

implemented plan. It also helps organizations to analyze the loopholes in the plan, if applicable, 

as well as ways to rectify the same. Without an accountability system, organizations will have 

no knowledge of whether a strategic management plan is working or not. 

 

8.1.4. A Fool Proof Implementation Plan 

An implementation plan includes the steps and actions required to implement human capital 

strategies. Successful implementation plans include allocating a responsible resource, 

allocating budgets, and setting a deadline or time frame for implementing the human capital 

plans. As is the case throughout each component of a human capital management plan, clarity 

is key. Create an implementation plan that clearly demonstrates the strategy and goal. 

 

8.1.5. Strategies and Policies to Accomplish Objectives and Goals 

Once an organization has set objectives and goals, it can design policies and strategies to 

achieve them. Human resource professionals must design long-term plans to ensure their 

employees are happy with their jobs. Satisfied employees are more likely to deliver their best, 

thus increasing the likelihood of a success. Organizations may delegate responsibilities to 

employees based on their interest areas, expertise, educational qualifications, and skills. 

However, managers must regularly interact with their employees to understand their 

employees’ expectations as well as to monitor their growth within the company. 

 

 

 

 

8.2. Performance management for HCM  

Overworked HR managers may handle too much responsibilities with little time to guide 

employees in the right direction. This is where effective performance management enters the 



picture. Performance management is the ongoing process of communication with employees, 

departments, and organizations in support of achieving the strategic goals of the organization. 

From planning and monitoring to reviewing and evaluating, there are many building blocks of 

an effective performance management strategy, including: 

• Fair accomplishment-based performance standards and objectives 

• Progress assessments   

• Ongoing education and training 

• Continuous coaching and feedback 

• Effective compensation and recognition processes 

• Promotional/career development opportunities 

 

With all the elements in play, managers play a crucial role in talent management. At the same 

time, they should also honour employee contributions and encourage them toward professional 

and personal goals. If this seems like a lot to balance, you’re not wrong. When done right, 

organizations gain from lower turnover and burnout, higher sales growth, better productivity, 

and increased customer loyalty. Poor practices, on the other hand, drag down quality 

relationships, neglect potential opportunities, and squander company time and money. 

 

With a diverse and nuanced workforce in your hands, it’s important to define organization-, 

group- and individual-specific review profiles. It’s a mistake to assume your employees have 

the same goals, challenges, and competencies. The benefit of an HCM software is that it offers 

efficient and effective tools for capturing and sharing information to match the needs and 

preferences of users. 

Setting clear objectives lays out the foundation for your workforce to thrive and contribute to 

the company’s overall success. Have specific criteria prepared for evaluation, and define 

competencies for individual employees and jobs. Leveraging tailored performance profiles 

allows the managers to document performance results and identify areas of improvement 

during feedback. 

Encourage employees to take advantage of the Employee Self-Service feature where they’ll 

have instant, online access to their own information, including on-demand training, 

performance goals, and reviews. This can be a great starting point for a performance review 

conversation, as you can invite their questions, thinking, and suggestions to kick-start 

developmental opportunities. By giving your employees the chance to use their agency and 

creativity to work out solutions, managers reap the benefits of saving time and money. 



 

Automating the performance review cycle lessens the workload on your back by handling 

routine or repetitive tasks. But it’s also easy to depend on its functions and fall short on 

developing meaningful interactions. It’s wise to use automation within a structured framework 

that serves the mission and goals of the company so HR managers can do work that matters. 

Integrating automation within your systems can also help define what valuable or meaningful 

work might look like for employees and breed innovation without losing productivity. 

 

A manager’s job description never stays static, but that doesn’t mean they always have to rush 

to the next chore on the agenda. Stay on top of assessments by defining the timeline and 

frequency of performance reviews. By using automated alerts and reminders, managers can 

keep up with form completions, feedback, and approvals without missing a beat. Between 

managing, training and reporting, real-time monitoring helps HR professionals track progress 

for timely employee reviews. 

 

Managing top talent to become superstars in their field is not an easy job. Not only do managers 

need to consider an employee’s job performance, but also personal and career development as 

well. How can you get excellent performance out of the team and take an employee’s existing 

skills to further heights in their role? Managing this process for individuals can take more time 

and thought than a one-size-fits-all development plan. The best managers harness employee 

strengths, interests, and passions to create greater value for the company. Articulating goals 

that are practical and aspirational gives employees the opportunity to show you their best work 

and gets the company closer to its larger strategic purpose. After setting appropriate goals, track 

employee skills and certifications with customized reports that indicate who needs help and 

when. 

 

By using succession planning tools in a robust software, HR managers can define training 

courses, assign employees, and track completion. Ensure accountability when you have 

visibility scheduling internal classes, monitor open seats, and report on employee participation. 

 

With a comprehensive view of performance metrics, can have a simple, intuitive way of 

working with information to award employees who step up to the plate or identify pain points 

for a performance improvement plan. Foster engagement and retention with ongoing feedback. 

Committing to honest and constructive feedback is one of the best ways to foster engagement 



and retention in the workplace. To really improve performance, employees need ongoing, 

continuous progress to build and keep momentum—not just on an annual or quarterly basis. 

While a manager’s job entails supporting and motivating employees, it may take a whole 

workday to plan a productive meeting. This isn’t anything you want to rush. Giving thoughtful 

and valuable input requires craft and grace. Even the most prepared manager may encounter 

hiccups with conversation etiquette and awkwardness. 

 

With the right tools and information, managers are well-equipped with immediate visibility of 

goal status and individual employee reviews throughout the year. A single, cloud-based 

database ensures that managers, stakeholders, and employees can collaborate on evaluations 

and goals, review performance history, and monitor the overall process. Moving away from an 

isolated approach to a holistic, continuous process allows a well-versed manager to provide 

fair feedback during crucial periods. 

 

Ongoing performance reviews can be difficult as it requires more effort from managers and 

supervisors. But using an HCM system to consistently follow up and improve performance 

feedback allows involved parties to move forward on the same page quickly and efficiently. 

The best managers know they are an employee’s key supporter, coach, and critic. 

Communicating thoughtful feedback and meaningful conversations consistently shapes a 

positive employee experience and outlook, which can be felt through the company—even down 

to the customer level. It’s well worth the effort to invest in proper talent development through 

a successful performance management process. Keeping a pulse on technological solutions 

offered by an HCM system can offload the weight of performance management.  

8.3. Conclusion  

Human capital planning helps a company to design human capital policies, programs, and 

strategies to increase employee efficiency and help them to accomplish the already-defined 

objectives and goals of the organization. Implementation of the human capital management 

plan helps to ensure that human resources professionals are hiring the right candidates, training 

them in the most effective way possible, managing them as employees, upgrading their skills 

when necessary, and retaining them as employees. 

 



8.4 Summary   

1.  A company must understand its employees inside and out in order to expect the best from 

them. 

2.  A human capital plan refers to the development of strategies to recruit the best available 

talent, develop career plans for employees, mentor and coach the employees, motivate 

employees to deliver their best at all times, and develop performance management 

strategies.  

3.  Overworked HR managers may handle too much responsibilities with little time to guide 

employees in the right direction and hence would have to rely on effective performance 

management policies to communicate with employees.  

4.  Implementation of the human capital management plan helps to ensure that human 

resources professionals are hiring the right candidates and providing the effective training 

to ensure retention of the effective workforce.  

 

8.5  Self Learning Resources  

1. HR Basics : Performance management  

   https://www.youtube.com/watch?v=SyOZ_4rWWiY  

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

Contemporary Approach. 8th Ed. Pearson .  
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SELF ASSESSMENT  

Tutorial and Activities – Topic 8  

 Tutorials 

 1. Which component of HCM achieve its goal by making their employees happy with 

their jobs which can leads to best working ethics to improve likelihood of a business 

success?  

 2. Which component of HCM involves a system of measuring the failure and success 

of an implemented plan?  

https://www.youtube.com/watch?v=SyOZ_4rWWiY
https://www.bookdepository.com/author/Julie-Beardwell
https://www.bookdepository.com/author/Amanda-Thompson


 3. Explain the building blocks of an effective performance management strategy.  

  

 Videos  

  Video 1: HCM different dimensions  

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

  

 Video 2 : Inequility, opportunity and human capital 

 https://www.youtube.com/watch?v=I0_LuHUt9RQ  

  

 Discussion Question 

 Question 1: watch Video 1. Choose an organization of your own choice and discuss the 

different dimensions that have been highlighted in the video to the organization of your 

own choice.  

 Question 2 : Why is it important to invest in your own human capital, and how can that 

investment can have a positive impact on your organization? 

 

 Case Study  

 Kamel Mellahi, Jedrzej George Frynas & David G. Collings (2016) Performance 

management practices within emerging market multinational enterprises: the case of 

Brazilian multinationals, The International Journal of Human Resource Management, 

27:8,  

 Read at : https://doi.org/10.1080/09585192.2015.1042900 

https://www.youtube.com/watch?v=NNjelwcffjQ
https://www.youtube.com/watch?v=I0_LuHUt9RQ
https://doi.org/10.1080/09585192.2015.1042900

