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HR ANALYTICS: THE EMERGENCE AND GROWTH  

                                                                                           

ABSTRACT 

‘‘Everything that can be counted does not necessarily count and everything that counts cannot 

necessarily be counted.’’  - Albert Einstein 

With the evolution of disruptive technology and ever growing innovation, globally markets have become 

highly competitive.  For the survival and growth of firms it is inevitable that they are more adaptive and 

responsive to change. In order to bring in this responsiveness people are the indispensable resources. 

The ever-increasing levels of aspirations of companies can only be fulfilled by the rightly skilled 

employees. The key to differentiate from competition remains in the unique strength an organization 

has in the form of its people. Because of the growing importance of human capital in determining 

organizational effectiveness, the potential exists for HR to play a key role in developing and 

implementing corporate strategy and to become a high value added part of organizations (Lawler, 

2003).  With changing business dynamics, challenges are faced by the HR and line management in 

developing highly competitive and agile workforce. Analysis of the amount of human resource data, 

different patterns and trends in the data could be helpful in supporting the HR decisions. HR analytics 

makes use of advanced business intelligence tools to provide the organization with better insights into 

their HR data. Market demand for workforce analytics is on the rise as business leaders increasingly 

recognize that the right talent is critical to bringing business strategies to life.  

The current paper is an attempt to present the emergence of HR analytics as a strategic tool, its current 

utility and the future growth prospects. The paper will look at the role of HR analytics in managing the 

human capital effectively. 
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INTRODUCTION 

The Human Resource (HR) function of current day business scenario has evolved as having more 
strategic importance. Fast changing workforce dynamics and disruptive technological innovations have 
mandated the need to transform the way HR department functions in organizations. HR functions 
cannot be confined to the mere fulfillment of operational needs. The business goals of organizations are 
to be closely monitored and fulfilled through the strategic responsiveness of HR functions. Also, the HR 
managers handling these roles need to be geared to overcome the challenges. All the crucial decisions 
that HR managers make have a strong bearing on the strategic functioning of the organization. These 
decisions must be backed by the strong support of data and not by the chances of risk with use of 
intuition. With the advent of robust data analysis technologies being made available, HR managers can 
take the best decisions. There is the emergence of a new era of analytics that is shaping the HR 
functions of next generation. 

Backdrop of HR Analytics 

Measuring or reporting the HR figures and numbers has been traditionally inherent in organizations. 
These figures turned into HR metrics and continued to prevail. Organizations initially used databases and 
later huge data repositories related to HR data for recruitment, selection, training, performance and 
other HR related decisions. These activities in later times turned into HR metrics tools that were mostly 
reporting the scenario.  

People Analytics or HR Analytics is not an entirely new concept. Prevalence of data analytics in general 
and HR analytics is existent in organizations in different forms since very long. The field of HR analytics is 
a result of challenging the routine. Though some of the organizations have been adopting certain 
metrics and tools such as Human Resource Accounting and Score Cards, they were inadequate 1to give a 
strategic advantage to the firms in terms of their human capital. The performance and results of Human 
resources and their activities was going unmeasured. According to a 2004 Workforce Management 
(formerly Personnel Journal) article, “In 1978, in his publication, Jac Fitz-enz proposed a radical, anti-
establishment idea. Human resources activities and their impact on the bottom line could and should be 
measured. The reaction was apathy, disagreement and disbelief” (Caudron, 2004). Organizations did not 
realize the positive outcomes and prospects of measuring human resource activities and their impact. 

HR Analytics – Phases of Development: 

The traditional HR metrics were mostly based on numbers that were indicated through basic statistical 
data. A transformed version of these HR metrics forms the first phase of HR analytics; wherein 
descriptive statistics were used. Business organizations used these analytics to substantiate their earlier 
decisions and modify the future decisions. The nature of data was indicative through statistical functions 
such as measures of variability and central tendency that served the basic purpose of summarizing the 
available data. It has become a norm for all the organizations to keep an eye on the ongoing HR 
functions and gauge the trends through this available data in the form of descriptive analytics. Reporting 
the past and present HR trends in organization in order to make effective HR decisions has been the 
prime objective of this phase. The era of HR analytics has passed this first phase of ‘descriptive 
analytics’.  

The next phase of development in HR analytics has its focus on blending the past and present data 
analysis to forecast the future trends, labelled as ‘predictive analytics’. At this level the predictions are 
made by comparing the nature and characteristics of historical and present data to find the extent of 
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occurrence of similar probabilities in future. Predictive analytics reason out the past trends and provide 
ideas on what can be anticipated in future in the given scenario. Predictive analytics could help find the 
similarities or dissimilarities that the organization may have to face in the future. This will help find the 
trend in which the HR functions are going to result in and how the employee behaviors could be 
affected in the future. These analytics are going to be helpful to the organizations that do not just want 
to go by basing on past results but would like to have a plan for the HR functions with futuristic 
overview. 

The third phase of HR analytics is more advanced and has been shaped to work at scope higher than 
predictive analytics. Huge volumes of complex data sets are analyzed to surpass mere prediction and 
add higher levels of certainty by presenting results of different business scenarios in this form of analysis 
labelled as ‘prescriptive analytics’. The core strength of prescriptive analytics lies in assessing the 
corresponding business impact for the different decision alternatives that HR departments have. 
Therefore, the managers will be able to assess the impact their decisions could have on the business 
outcomes. This is a breakthrough for organizations that are more strategic in planning ahead to face the 
challenges of future. According to Tim Ringo, the co-author of Calculating Success, the new approach to 
workforce analytics is ‘‘the intersection of science and business’’. Thus, the workforce analytics can 
accurately predict and quantify the value of the contribution of human resources to help organizations 
create better business outcomes. Organizations that can routinely define the return on investment of 
workforce interventions, as is done for building new manufacturing plants, or opening new offices in far-
flung markets, are the ones that thrive in tough market conditions. The key is to create an organization 
that runs on more than intuition and guesswork (Bell, 2012). Intuition and guesswork are dangerous to 
be acceptable in the era of high volumes of data availability and sophisticated technologies in place. 

Why HR Analytics: 

The new approach to workforce analytics answers the following key questions: 

Based on the organization’s strategy, what is the work that needs to be done, and are the processes, 
structures, and roles designed to efficiently and effectively accomplish it? 

Is the human capital supply chain filling those roles with people capable of doing the work at the 
quantity, quality, and cost required of the business model? 

Once in place, is the workforce fully engaged and motivated to meet or exceed performance standards? 

Finally, since change is ubiquitous, how can we detect the need for change, test innovations in the 
organization and workforce, and disseminate those throughout the organization? 

According to PwC’s report on Trends in Workforce Analytics, 2014, Workforce Analytics passes 
essentially through four different levels of maturity. 

Level 1 

Organizations are adept at answering the “what happened” questions. With transactional systems in 
place, it’s easy to answer questions such as, “How many employees quit voluntarily last year, last 
month, or last June? How many new employees did the Sales function hire in November?” 
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Level 2 

Organizations are not only able to identify what happened, but they also are able to extract key data 
elements to compute standardized metrics that allow for systematic tracking and comparisons with 
peers. For example: 

• Did we develop internal mobility for high performers or low performers? 

• How often did we fill key roles with succession candidates, rather than having to go outside for talent? 

• Which did we grow faster, revenue or labor costs? 

While this remains a backward-looking effort focused on finding out what happened, it enables 
organizations to level-set their performance. 

Level 3 

Organizations begin to answer the “why” and “how” questions:  

• Why did my high performers quit? 

• How many new hires do I need to meet our projected revenue growth in each area? 

Level 4 

Organizations can build, deploy, and maintain predictive and workforce planning solutions on the fly or 
have predictive indicators already embedded into their reporting dashboards. 

As they ascend the maturity curve—a multi-year journey— it is suggested that organizations: 

• Build a long-term roadmap based on business needs.  

• Start small, perhaps by running a series of pilots.  

• Establish a foundation for growth. 

• Firm up business cases for an array of enterprise solutions. 

• As momentum grows, scale rapidly. 

Most companies need to address activities on two fronts (sequentially or in parallel): 

1. Develop a strategy and roadmap for workforce analytics that assesses current state, develops a vision 
for the future state, defines the recommended approach, achieves alignment among stakeholders, and 
sells the business case. 

2. Develop a series of pilots for various workforce analytics programs to better define stakeholder 
requirements, establish value, and determine the approach to adoption, whether the programs are 
strategic reports, executive dashboards, workforce plans, or predictive models. 

As part of the roadmap, companies need to assess the current capability of data, technology, and people 
to deliver analytics and to align investment with a workforce analytics strategic approach. 
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Evolution of HR Analytics: 

Many of the HR metrics most frequently used in organizations can be traced to the pioneering work of 
Dr. Jac Fitz-enz and the early benchmarking work he con- ducted through the Saratoga Institute. 

HR Analytics is an outgrowth of and marriage between human resources metrics and general business 
analysis. The field of HR analytics is a result of challenging the routine. Though some of the organizations 
have been adopting certain metrics and tools such as Human Resource Accounting and Score Cards, they 
were inadequate to give a strategic advantage to the firms in terms of their human capital. The 
performance and results of Human resources and their activities was going unmeasured. According to a 
2004 Workforce Management (formerly Personnel Journal) article, “In 1978, in this publication, Jac Fitz-
enz proposed a radical, anti-establishment idea. Human resources activities and their impact on the 
bottom line could and should be measured. The reaction was apathy, disagreement and disbelief” 
(Caudron, 2004). Metrics were developed through the joint efforts of the Saratoga Institute and the 
American Society for Personnel Administration (ASPA), the forerunner of the current Society for Human 
Resource Management (SHRM). This effort produced the set of 30 metrics.  

Kaplan and Norton’s (1996) introduction of the balanced scorecard further refined managers’ thinking 
about metrics. Balanced score cards focus on developing leading indicators of performance from several 
important perspectives, including customer satisfaction, process effectiveness, and employee 
development, as well as financial performance. 

There are also more detailed approaches for the measuring and benchmarking of employees’ behaviors, 
such as absenteeism (Hollmann, 2002) and turnover, as well as for creating HR metrics for programs 
such as employee assistance and work-life programs (Cascio, 2000). 

With every organization bringing technology to workplace and creating sophisticated HR Information 
systems, data availability has significantly increased. The study of this data and making use of the results 
becomes beneficial to the company in elevating the role of HR. HR Analytics is an emerging discipline 
that can help enable HR to fulfill the promise of becoming a true strategic partner. Though there has 
been a proliferation of HR metrics and scorecards in recent years, HR needs the power of analytics to 
differentiate which measures matter (Levenson, 2005). 

The momentum of using HR data and using the data to shape HR initiatives improved slowly. Nearly 40 
percent of companies surveyed in Accenture’s 2006 High-Performance Workforce study said they have 
no formal measures of HR impact on workforce performance, while another 39 percent have such 
measures, but only for some HR initiatives (Balaguer et al., 2006). 

The importance of using analytics is growing significantly. Organizations look at analytics as a strategic 
tool to enhance the organizational effectiveness. Analytics has been described as a ‘must have’ 
capability for the HR profession, a tool for creating value from people and a pathway to broadening the 
strategic influence of the HR function (CIPD, 2013). 

According to PwC’s 15th Annual Global CEO Survey, more than 80% of US CEOs say they need critical 
talent-related insights to make business decisions, but only a small percentage actually receive relevant 
information (PwC, 2014).  

Those HR departments that deliver analytics are evolving into strategic partners and help achieve a 
sustainable competitive advantage for their organizations. For their part, many HR departments are 
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beginning to recognize that delivering the right insights at the right time requires the creation of a new 
competency -one that incorporates the development of new workforce analytics deliverables, an 
organization that can produce them, the tools and technology to create them, and an approach to boost 
usage and adoption. 

HR professionals, just like executives in finance and other corporate functions, need a consistent 
analytical point of reference to make human capital decisions that impact business results. Analytics is 
the discipline, which has developed at the intersection of engineering, computer science, decision-
making and quantitative methods to organise, analyse and make sense of the increasing amounts of 
data being generated by contemporary societies (Mortensen et al., 2015).  

The engagement of HR and related academics with HR analytics and big data through research and 
teaching also offers possibilities for advancing academic understanding of the relationship between HR 
and organisational performance. Academics could play a constructive role in these developments, but 
could also do more to elucidate the praxis of strategic HR analytics (Angrave et.al, 2016). 

Along with the necessary resources to transform data into insights, workforce analytics enable HR 
professionals to be more engaged in the formulation of corporate strategy. Every area of HR and, in 
today’s tough trading conditions, every area of business, feels the impact of analytics. This is driven by a 
need to understand return on investment (ROI), and to gain access to relevant, timely and meaningful 
interpretations of data that will help refine processes moving forward.   

Leading companies are using sophisticated data collection technology and analysis to get the most value 
from their talent. These companies have taken the guesswork out of employee management by 
leveraging analytics to improve their methods of attracting and retaining talent, connecting their 
employee data to business performance, differentiating themselves from competitors, and more. 
Human Resources Analytics provides organizations detailed analysis on HR programs and workforce 
performance. It integrates critical data from across the enterprise value chain transforming silos of 
information into relevant, timely, and actionable insight. Human resources analytics, also called talent 
analytics, is the application of sophisticated data mining and business analytics (BA) techniques to 
human resources (HR) data. To define, HR analytics is an evidence-based approach for making better 
decisions on the people side of the business; it consists of an array of tools and technologies, ranging 
from simple reporting of HR metrics all the way up to predictive modeling. 

Whereas descriptive analytics reveals current data patterns, predictive analytics gives meaning to those 
patterns for the future. With practice, one can look at historical data and foretell, to some degree, the 
likelihood of a future occurrence. The Predictive analytics expresses the future in terms of probabilities. 
It helps management make decisions that minimize risks and increase ROIs. No analytic application can 
predict the future with absolute certainty; but, when properly applied it will substantially reduce 
variability. Models are an example of a predictive application.  

Predictive management, or HCM:21 (human capital management for the twenty-first century): 

 This breakthrough program was developed over a period of eighteen months as part of Predictive 
Initiative, a consortium of major organizations and thought leaders who were committed to 
transforming people management into a strategic function. HCM:21, or human capital management, is 
the framework of logic that is used to gather, organize, and interpret data, and subsequently also 
knowledge, for assessing the probability of upcoming events. HCM takes the gambling out of decision 
making. It helps overcome a reliance on past data and obsolete experience, and replace it with insights 
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regarding the future and the tools for influencing it. HCM:21 is a four-phase process that starts with 
scanning the market-place and ends with an integrated measurement system. In the middle, it 
addresses workforce and succession planning in a new way and shows how to optimize and synchronize 
the delivery of HR services (Fitz-Enz, J, 2010). 

The Road Ahead for HR Analytics: 

HR analytics is fast emerging as an important function to provide strategic direction to make best people 
planning decisions. According to the PwC Trends in workforce, 2015 report, among the Saratoga 
participants surveyed 86% placed high priority to establish people analytics function in their 
organizations. The report also projected introduction of wearable technologies, gamification and high 
level social network analysis to be the next level of expanding people analytics in organizations. 
Integration of data that is existent in several forms is becoming a big barrier for organizations to take 
advantage of the full potential of HR analytics. Lack of full-fledged technology solutions and higher 
dependence on manual processing has also reduced the pace with which HR analytics is to be adopted. 

Conclusion: 

HR analytics has evolved as an important technology that all current day business organizations need to 
adapt. Effective utilization of HR analytics can help the organizations to develop into a high-performance 
organization. HR analytics will also be helpful in assessing the strategic impact of HR on business and 
other core HR functions. Areas of talent planning, acquisition, retention, training, performance 
management and succession planning can be improved significantly by using the results of the 
organization’s HR analytics. The future of HR analytics as an important human resource management 
function is highly significant. 
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