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Human capital 
The concept of human capital is gaining both 
clarity and popularity as an approach to the 
human resources (HR) issues that 
organisations currently face. The term 
recognises that business success is heavily 
reliant on people, with financial capital, plant 
and equipment playing a lesser role than they 
used to. How do organisations need to change 
to meet this challenge? 

What is human capital? 
First, what is human capital, and why is it such 
an issue? 

Although writers have been talking about 
human capital since the 1990s, it is still true 
that the business world hasn’t really come to 
terms with it. It is not tangible, in the way that 
land, plant and equipment are. Nor is it 
controllable in the way that tangible, physical 
and financial assets are. 

One of the keys to understanding human 
capital is the pace of change. If the pace of 
change is slow or imperceptible, human 
capital is less important. In that environment 
you can establish processes, systems and 
means of control, and then recruit people to 
follow the rules, and that will generally ensure 
that you are successful.  

But, when change happens, and continues to 
happen, and the pace quickens, the whole 
basis for managing the organisation unravels. 
Now you need people who are innovative 
rather than compliant, and adaptable rather 
than followers of routine. You need people 
who enjoy building a wide range of skills and 
working cross-functionally – rather than 
people who got their qualification when they 
were twenty and have settled in for the 
duration. 

Employees also need to be able to 
communicate well, with colleagues, with 
customers and others. The necessary breadth 
of skills for ordinary employees, not to 
mention managers and leaders, includes 
sound technology skills, problem-solving 
ability, self-motivation and ability to work in 
teams.  

This radical change in the environment puts 
HR and training and development issues up 
near the top of the organisational agenda. 
The human capital challenge is to have 
enough people with the right skills and 
knowledge to help create competitive 
advantage. It is also about creating a culture 
that supports leadership development at 
every level of the organisation.  

Developing human capital 
The chief obstacles to human capital 
development are: 

• weak job architectures and job design 
• workplace cultures where entitlement 

predominates over performance 
• HR policies that are not aligned with 

each other, including compensation, 
work design, training and performance 
management 

• disconnects between human capital 
practices and organisational goals and 
performance 

• failure to measure the learning 
outcomes of training programs.  

Accordingly, to meet these challenges, a 
number of related initiatives need to happen. 
Collectively, these will ensure that the 
organisation remains relevant to the needs 
and desires of customers or clients, and 
capable of delivering on goals and strategies. 
At the centre of this effort, a shift in thinking 
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needs to occur – a shift in mutual 
expectations between employees and the 
organisation. In other words, beliefs and 
assumptions about how the organisation will 
be successful in the future need to be deeply 
questioned.  

Some of the fronts on which leaders need to 
focus are: 

• setting workforce development 
strategies 

• assessing workforce characteristics and 
future needs  

• aligning HR policies and programs with 
the organisation's mission, goals and 
strategies 

• developing a culture of continuous 
learning that attracts and retains 
talented employees 

• identifying best practices and 
benchmarking leading companies  

• instituting methods for measuring 
human capital.  

The central role of learning 
Learning is a key component of human capital 
development. The last 10-15 years have seen 
a shift in focus from the "provision of training" 
to the "facilitation of learning". This shift turns 
attention from measuring what has been 
done (hours of classroom instruction) to 
outcomes (how has performance improved?).  

The impact of the shift is that training 
activities now have to be approached in a 
more integrated, holistic way. In adaptable 
organisations, training and development 

activities are all part of a coherent, consistent 
approach to cultural change, not just stand-
alone training events about particular skills.  

Organisations which have been the most 
resilient through the recent economic turmoil 
have maintained their investments in training. 
They have also been the most innovative in 
methods of training, adapting quickly to 
online learning and often combining it with 
classroom sessions, coaching, mentoring and 
a variety of other approaches.  

A study by the Society for Human Resource 
Management in the US found that best-
practice organisations have an unrelenting 
focus on connecting workforce initiatives to 
organisational strategies. Learning and 
development are supported from the top of 
the organisation. Management in these 
organisations demonstrate through their 
actions their belief that "people play a 
significant role in the enterprise's success".  

Making the shift to a human 
capital culture 
The challenge for executives is to understand 
the need to develop human capital, and then 
to develop a suite of strategies that is 
appropriate to their particular situation. The 
challenge then is to engage employees in a 
conversation about change. This is often not 
easy – an old Chinese saying is “The 
revolution is only believed in after it has been 
achieved”. But it can be successful if the 
change proceeds as a conversation where 
management demonstrates its convictions 
and its integrity. 
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