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TOPIC 9: THE ROLE OF HR IN HCM   

 

Learning Outcome 

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

1. Explain the business partner concept and HCM  

2. Value HR’s role in developing, analyzing and using human capital data 

3. Categories workforce measurements   

4. Identify various approaches to measurement 

 

9.0 Introduction 

The contribution of HR can make to shaping business strategy and enable the function to align 

its strategies to business and people needs. It is a challenge because it means that HR must 

adopt a business-oriented as well as a people-oriented approach to its work and it has to do this 

by processes of measurement and analysis which must be much more rigorous and focused 

than has typically been the case in the past.  

HCM is a business-oriented activity. Because the HR function plays or should play an 

important part in running the business, it can make a vital contribution to HCM by developing 

metrics, analysing and reporting on the implications of the data and proposing and planning 

HR actions on the basis of that analysis. HCM can also provide information to line managers 

that will help to improve their effectiveness in managing people and HCM can be used by HR 

to improve the HR function’s own effectiveness.  

Walters (2006) suggests that ‘effective HR processes need to be underpinned by a more 

rigorous foundation of both quantitative and qualitative analysis than has often traditionally 

been the case’. 

 

9.1. THE BUSINESS PARTNER CONCEPT AND HCM  

Business partners and HR specialists share responsibility with their line management 

colleagues for the success of the enterprise and get involved with them in running the business. 

They must have the capacity to identify business opportunities, to see the broad picture and to 

understand how their HR role can help to achieve the company’s business objectives.  

HR professionals carry out the roles of strategic partners, administrative experts, employee 

champions and change agents. He stated that HR can deliver excellence by becoming a partner 

with senior and line managers in strategy execution, helping to improve planning from the 



conference room to the marketplace and that HR executives should impel and guide serious 

discussion of how the company should be organized to carry out its strategy.  

HR should join forces with operating managers in systematically assessing the importance of 

any new initiatives they propose and obtaining answers to the following questions:  

• Which ones are really aligned with strategy implementation?  

• Which ones should receive immediate attention and which can wait?  

• Which ones, in short, are truly linked to business results?’  

The activities of HR appear to be and often are disconnected from the real work of the 

organization and that HR should not be defined by what it does but by what it delivers. The 

response to this formulation concentrated on the business partner role. Ulrich and Brockbank 

(2005a) reformulated Ulrich’s 1998 model,  

listing the following roles:  

• Employee advocate – focuses on the needs of today’s employees through listening, 

understanding and empathizing.  

• Human capital developer – in the role of managing and developing human capital 

(individuals and teams), focuses on preparing employees to be successful in the future.  

• Functional expert – concerned with the HR practices central to HR value, acts with 

insight on the basis of the body of knowledge he or she possesses. Some practices are 

delivered through administrative efficiency (such as technology or process design), and 

others through policies, menus and interventions. It is necessary to distinguish between 

the foundation HR practices – recruitment, learning and development, rewards, etc – 

and the emerging HR practices such as communications, work process and organization 

design, and executive leadership development.  

• Strategic partner – consists of multiple dimensions: business expert, change agent, 

strategic HR planner, knowledge manager and consultant, combining these to align HR 

systems to help accomplish the organization’s vision and mission, helping managers to 

get things done and disseminating learning across the organization.  

• Leader – leads the HR function, collaborating with other functions and providing 

leadership to them, setting and enhancing the standards for strategic thinking and 

ensuring corporate governance.  

 

As explained by Ulrich and Brockbank (2005b) the revised formulation is in response to the 

changes in HR roles they have observed recently. They commented on the importance of the 



employee advocate role noting that HR professionals spend on average about 19 per cent of 

their time on employee relations issues and that caring for, listening to and responding to 

employees remains a centerpiece of HR work.  

They stated that as a profession HR possesses a body of knowledgethat allows HR people to 

act with insight. Functional expertise enables them to create menus of choice for their business 

and thus identify options that are consistent with business needs rather than merely ones that 

they are able to provide. The additional role of human capital developer was introduced because 

of the increased emphasis on viewing people as critical assets and to recognize the significance 

of HR’s role in developing the workforce.  

The concept of strategic partner remains broadly the same as before but the additional role of 

HR leader has been introduced to highlight the importance of leadership by HR specialists of 

their own function. HR has to be an integral and fundamental part of developing the strategy 

of the business track, rather than people management being an integral part of the business. 

Perhaps the vogue for the concept of business partner flows from the inferiority complex that 

often affects HR practitioners. They want to be recognized as part of the business and calling 

them business partners seems to meet this need. 

Putting the concept into practice has also raised difficulties. The solution adopted by a number 

of organizations is to approach HR people to operational divisions or departments in the role 

of business partners, ie working alongside line managers to deliver the expected outcomes 

The personnel specialists ‘embedded’ in the departments or regions were not called business 

partners but that was their role. HCM offers a better way for HR specialists to become 

embedded in the business. It emphasizes the need to evaluate critically the implications of what 

has been happening and what can be made to happen. It provides the basis for the formulation 

and justification of value-adding strategies. It involves those who produce, analyse and 

disseminate the data (HR specialists) and those responsible for bringing the policies and 

practices developed through HCM to life (line managers). It helps to ensure, in the words of 

Alex Wilson, that HR is an integral part of the business.  

 

9.2. Hr’s Role In Developing, Analysing And Using Human Capital Data  

HR practitioners are concerned with the development, analysis and use of the following 

categories of metrics employed in HCM:  



• measurements relating to the workforce -composition, attrition, length of service, 

absence, training activity and effectiveness, level of engagement, opinion-based data, 

etc; 

• measurements of the level and trends in performance achieved by the business and 

individuals in such terms as financial performance, productivity and customer 

satisfaction; 

• measurements of the impact of HR policies and practices on business performance; 

what Mercer HR Consulting (Nalbantian et al, 2004), call ‘business impact modelling’;  

• measurements of the effectiveness of line managers in applying HR policies;  

• measurements of the effectiveness of HR function. 

 

The first step towards HCM is for HR practitioners to develop effectiveness measures of their 

own contribution to the business and the impact of the people management activities they are 

responsible for  

designing and maintaining.  

 

9.3. Workforce measurements  

Workforce metrics provide the basic data which enables the business to measure certain key 

characteristics of the people it employs. Some of the key types of workforce measurement have 

been discussed in the data and measurement chapters above. However, in the context of the 

relationship between HR and HCM, an understanding of the relationships between people 

management and workforce metrics is essential. Workforce metrics can focus on those that 

influence business performance and show the direction in which HR strategy and policies need 

to be developed to improve the added value obtained from the organization’s human capital. It 

is the job of the HR function to identify the measures that can best be used and ensure that 

accurate data showing both the current situation and trends can be collected and presented in 

an easily assimilated form.  

9.3.1. Measurements of performance  

HCM is more than simply measuring various workforce characteristics and trends, although 

this is important. HCM is only truly effective if the measurement extends to the impact of HR 

policies on business and individual performance so that outcomes can be evaluated and  



guidance obtained on future strategy. The HR function must therefore understand the drivers 

of performance in the organization and the measurements that can be made available to assess 

performance levels and trends. Examples of drivers include:  

• time to market (the pipeline) in a pharmaceutical firm;  

• development of new markets in a marketing firm;  

• delivering quality to customers in a manufacturing firm;  

• client acquisition and retention in a consultancy; 

• product development in an insurance company; 

• innovation in a software firm;  

• shareholder (or City) opinion in a public company;  

• customer satisfaction levels in a retail organization;  

• response rates in a mail order firm;  

• maintaining close control of costs in any firm.  

 

HR can find out what the drivers are by being there when business issues are discussed (and 

contributing to the discussion) and by finding out the answers to questions such as:  

• What do you believe drives the success of this organization? 

• What has it got to be good at doing? 

• What are the key elements in the four quadrants of the balanced scorecard covering 

customer perspective, internal perspective, innovation and learning perspective and 

financial perspective?  

• It is important to get involved in the business as this is the only way in which proper 

understanding of the drivers can be achieved. 

• If this involvement can be extended to taking part in the development of all parts of the 

balanced scorecard (not just the learning or people perspective) so much the better.  

 

 

Having established the drivers the next question to be asked is:  

• How do you measure success?  

• The aim is to establish the key performance indicators.  

These can be grouped under the following headings:  

• financial measures, eg shareholder value, added value, economic value added (EVA), 

sales turnover, income generated;  



• productivity measures, eg added value per unit or employee, sales turnover per unit or 

employee, units of output per employee; 

• operational impact or effectiveness measures, eg successful management or completion 

of projects, customers or clients acquired and retained, new products launched, new 

markets opened, value of new business; customer service, eg levels of satisfaction, 

service levels, complaints.  

 

Decisions have also to be made about how individual or team performance is to be measured. 

This means examining the performance management processes in place and establishing the 

extent to which they provide reliable data on levels of performance, and importantly,  

trends in those levels.  

 

9.3.2. Measurements of the impact of HR policies and practices on performance  

These are the critical measures which provide guidance on the effectiveness of past actions and 

on the direction of future actions. They are the most rewarding but also the hardest to obtain. 

It is relatively easy to measure performance, it is more difficult to establish correlations 

between HR activities and results and even more difficult to determine causation – what actions 

or factors specifically created the change in performance.  

focus activity on: 

• a greater understanding of employee commitment – that is, what is the difference 

between those employees who want to be in the organization, need to be there or feel 

they ought to be there; 

• transparency and flexibility of reward;  

• first-line management development and coaching/mentoring to deliver the emotional 

as well as the task management aspects of the role; 

• promotion of recognition and ad hoc or spontaneous rewards for employees – visible 

and tangible celebrations of success;  

• development of an organizational culture where managers and employees are 

emotionally committed to and demonstrate the right behaviors.  

 

9.3.3. Measurements of the effectiveness of line managers  



HCM metrics can provide information on how effectively line managers are carrying out their 

people management responsibilities that indicates areas for improvement and where guidance, 

help or further training is required.  

9.3.4. Measurements of the effectiveness of HR  

As Mayo (2006) comments, measurements of the effectiveness of HR are not to do with human 

capital in general. But they are still relevant to evaluating how effective HR process is in 

contributing to HCM. Mayo refers to service levels and cost ratios in providing HR services 

and argues for measures of value added from the function. It is necessary to evaluate the 

contribution of the HR function to ensure that it is effective at both the strategic level and in 

terms of service delivery and support.  

In evaluation it is useful to remember the distinction made by Tsui and Gomez-Mejia (1988) 

between process criteria – how well things are done, and output criteria – the effectiveness of 

the end-result. A ‘utility analysis’ approach as described by Boudreau (1988) can be used. This 

focuses on the impact of HR improvements in the quality of those activities, and cost/benefit 

(the minimization of the cost of the activities in relation to the benefits they provide). Huselid 

et al (1997) believe that HR effectiveness has two dimensions: 

(1) strategic HRM – the delivery of services in a way which supports the implementation of 

the firm’s strategy; 

(2) technical HRM – the delivery of HR basics such as recruitment, compensation and benefits.  

The following points about measuring HR performance have been made by Likierman (2005):  

• Agree objectives against budget assumptions, this will ensure that HR’s role reflects 

changes in strategy implementation.  

• Use more sophisticated measures – get underneath the data and look not only at the 

fifigures but at the reasons behind them.  

• Use comparisons imaginatively, including internal and external benchmarking;  

• Improve feedback through face-to-face discussion rather than relying on 

questionnaires;  

• Be realistic about what performance measures can deliver – many measurement 

problems can be mitigated, not solved.  

The HR scorecard developed by Beaty et al (2003) gives a useful frame work for measuring 

HR performance. It follows the same principle as a corporate balanced scorecard, ie it 

emphasizes the need for a balanced presentation and analysis of data. The four headings of the 

HR scorecard are:  



• HR competencies – administrative expertise, employee advocacy, strategy execution 

and change agency;  

• HR practices – communication, work design, selection, development, measurement and 

rewards;  

• HR systems – alignment, integration and differentiation;  

• HR deliverables – workforce mind set, technical knowledge, and workforce behaviour. 

These are all influenced by the factors that determine the strategic success of the organization, 

ie operational excellence, product leadership and customer intimacy.  

 

9.4. THE ROLE OF HR IN ENHANCING JOB ENGAGEMENT AND COMMITMENT  

‘Engagement’ has become a key concept recently. Anyone concerned in people management 

needs to be aware of what the terms ‘engagement’ and ‘commitment’ mean – they are often 

used loosely – and what needs to be done about them to enhance the value added by human 

capital.  

9.4.1. Job engagement and organizational commitment defined  

Job engagement takes place when people are committed to their work and motivated to achieve 

high levels of performance. The Hay Group (Murlis, 2005) defines engaged performance as: 

‘A result that is achieved by stimulating employees’ enthusiasm for their work and directing it 

towards organizational success. This result can only be achieved when employers offer an 

implied contract to their employees that elicits specific positive behaviours aligned with the 

organization’s goals.’  

Organizational commitment is about identification with the goals and values of the 

organization, a desire to belong to the organization and a willingness to display effort on its 

behalf.  

9.4.2. Creating a great place to work  

Enhancing job engagement and commitment ensures that the organization is perceived as being 

‘a great place to work’, ie it becomes an ‘employer of choice’. On the basis of their longitudinal 

research in 12 companies Purcell et al (2003) concluded that:  

What seems to be happening is that successful firms are able to meet people’s needs both for a 

good job and to work ‘in a great place’. They create good work and a conducive working 

environment. In this way they become an ‘employer of choice’. People will want to work there 

because their individual needs are met – for a good job with prospects linked to training, 



appraisal and working with a good boss who listens and gives some autonomy but helps with 

coaching and guidance. 

The criteria used by The Sunday Times in identifying ‘The 100 best companies to work for, 

2005’ were:  

• leadership at senior management level;  

• ‘my manager’ – local management on a day-to-day basis;  

• personal growth – opportunities to learn, grow and be challenged;  

• well-being – balanced work–life issues;  

• ‘my team’ – immediate colleagues; giving something back – to society and the local 

community;  

• ‘my company’ – the way it treats staffff;  

• ‘fair deal’ – pay and benefits.  

To create a great place to work the HR department initiates policies and programmes that take 

account of these criteria and provides guidance and advice helping to develop the image of the 

organization so that it is recognized as one that achieves results, delivers quality products and 

services, behaves ethically and provides good conditions of employment.  

9.4.3. Positive discretionary behaviour  

HR is particularly concerned with furthering job engagement and there is a close link between 

high levels of engagement and positive discretionary behaviour, As described by Purcell et al 

(2003) discretionary behaviour refers to the choices that people at work often have on the way 

they do the job and the amount of effort, care, innovation and productive behaviour they 

display. It can be positive when people ‘go the extra mile’ to achieve high levels of 

performance. It can be negative when they exercise their discretion to slack at their work. 

Discretionary behaviour is hard for the employer to define and then monitor and control the 

amount required. But positive discretionary behaviour is more likely to happen when people 

are engaged with their work.  

The propositions made by Purcell et al on discretionary behaviour were that:  

• Performance-related practices only work if they positively induce discretionary 

behaviour, once basic staffing requirements have been met. Discretionary behaviour is 

more likely to occur when enough individuals have commitment to their organization 

and/or when they feel motivated to do so and/or when they gain high levels of job 

satisfaction. 



• Commitment, motivation and job satisfaction, either together or separately, will be 

higher when people positively experience the application of HR policies concerned with 

creating an able workforce, motivating valued behaviours and providing opportunities 

to participate.  

• This positive experience will be higher if the wide range of HR policies necessary to 

develop ability, motivation, and opportunity are both in place and are mutually 

reinforcing.  

• The way HR and reward policies and practices are implemented by frontline managers 

and the way top-level espoused values and organizational cultures are enacted by them 

will enhance or weaken the effect of HR policies in triggering discretionary behavior 

by influencing attitudes.  

• The experience of success seen in performance outcomes helps reinforce positive 

attitudes.  

9.4.4. Total reward policies  

HR can further job engagement and productive discretionary behavior by getting the 

organization to adopt total reward policies. This means combining transactional rewards – 

tangible rewards arising from transactions between the employer and employees concerning 

pay and benefits – and relational rewards – intangible rewards concerned with learning and 

development and the work experience. This combination can have a much more powerful effect 

than if the focus were on one or the other. A total reward approach is holistic, reliance is not 

placed on a few reward mechanisms operating in isolation, and account is taken of every way 

in which people can be rewarded and obtain satisfaction through their work. The aim is to 

maximize the combined impact of a wide range of reward initiatives on motivation, job 

engagement and organizational commitment.  

 

 

 

 

 

 

 

A model of total reward developed by Towers Perrin is shown below:  



 

The upper two quadrants – pay and benefits – represent the transactional rewards that are 

financial in nature and are essential to recruit and retain staff but which can be easily copied 

by competitors. By contrast, the relational (non-financial) rewards produced by the lower two 

quadrants are more difficult to imitate and increase the value of the upper two quadrants. The 

real power, as Thompson (2002) states, comes when organizations combine relational and 

transactional rewards.  

9.4.5. Using measurements  

HR can help to enhance engagement and commitment by running surveys. These can reveal 

issues that can be addressed by a total reward strategy. This will only be effective if the 

performance of the organization is measured in each of the four quadrants of the Towers Perrin. 

 

9.5. The Strategist Role  

As strategists, HR professionals address major long-term organizational issues concerning the 

management and development of people and the employment relationship. They are guided by 

the business plans of the organization but they also contribute to the formulation of the business 

plans. This is achieved by ensuring that top managers focus on the HR implications of those 

plans and are persuaded to develop business strategies that make the best use of the 

organization’s human capital. They emphasize, in the words of Hendry and Pereigrew (1986), 

that people are a strategic resource for the achievement of competitive advantage. But they will 



be in a much stronger position to do this if they can back up their proposals with human capital 

data that demonstrates that added value will be created. They have to prepare a business case 

using this data and proceed to exercise their powers of persuasion which, however, will be 

more convincing if the supporting data is there.  

9.6. Conclusion 

Measuring the impact of human capital on business performance requires comparisons between 

human capital inputs and financial outcomes. This means that HR has to work closely with 

finance to obtain agreement on what financial measures are appropriate and available and to 

collaborate on the production and analysis of data. This is a true business partnership 

 

9.7 Summary  

1. Measuring the impact of human capital on business performance requires comparisons 

between human capital inputs and financial outcomes. 

2. HR plays an important role in enhancing job engagement and retention.   

3. Organizations can enhance job engagement and effectiveness by having reward policies.   

 

9.8 Self Learning Resources  

1.  The Human Resources Business Partner Explained 

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

2.  Employee Engagement/Employee Experience/Employee Satisfaction  
     https://www.youtube.com/watch?v=l1Kmq7sag6c 

 

KEY TERMS 

*business partner                                       *impact of HR policies  

* strategists role                                         * enhancing job engagement       

 

 

SELF ASSESSMENT  

TUTORIAL AND ACTIVITIES – TOPIC  9  

 Tutorial  

 1. Discuss essentials of HCM for a success of a business 

 2. What are some of the impacts of HR policies on performance management? 

 3. What is workforce measurement?  

https://www.youtube.com/watch?v=AzXpZYMTaZA
https://www.youtube.com/watch?v=l1Kmq7sag6c


 4. How does an HR strategist help with human capital management?  

 5. Discuss the importance of reward policies in an organization  

  

 Video/Podcasts  

 Video 1:   The role of HR has evolved 

 https://www.youtube.com/watch?v=ukmC6F0JvQw  

 Video 2: HRM VS HCM  

  https://www.youtube.com/watch?v=w9Y2OFuNoKE 

 Case study 

 Strategic human capital management in SMEs: An empirical study of 

entrepreneurial performance 

 https://doi.org/10.1002/hrm.10096 

1. How can human resource management (HRM) practices promote entrepreneurial 

performance in small and medium-sized enterprises (SMEs)?  

 

2.  discusses the association between human capital management (HCM) and other 

contemporary HRM practices and the ability of SMEs to be entrepreneurial.  

 

Essay Question  

 Employee engagement can be achieved through designing jobs in such a way, which 

they have certain characteristics that will ensure employees are satisfied with their jobs, 

hence remain engaged. Analyse the HR jobs to assess whether they can achieve 

employees engaged?    

 

https://www.youtube.com/watch?v=ukmC6F0JvQw
https://www.youtube.com/watch?v=w9Y2OFuNoKE
https://doi.org/10.1002/hrm.10096

