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THE CURRENT STATE OF PEOPLE
ANALYTICS

A practitioner’ perspective.
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OVERVIEW

What is People analytics and why has it become one of the
hottest areas of HR?




WHAT IS PEOPLE ANALYTICS!?

For a firm there are three economic reasons

to measure and analyse data:

o because we can use this data to make
more effective decisions

*  because by measuring and presenting
data we can change bebaviours in a
way that is of value to us

o because we can sell the data.

People analytics is an evidence-based approach

for making more objective and effective business
decisions where the workforce is a major driver of
performance.

It is at once both new and old. Old in that businesses

have for a long time wanted to use information and
statistical skills to better understand and manage
the productivity of the workforce. New in that a
combination of factors, mostly we think external to
HR, have brought it the top of the HR agenda.

Technology has changed for ever how businesses
collect, store and deal with data. The popular phrase
‘Big Data’ was originally coined to describe the
technology challenges created by vast volumes,
often of unstructured data that are being generated
by firms every second. It has come to mean, in the
popular mind at least, the ability to spot previously
undiscovered patterns in data that can be used

to create value for the firm, their customers,
shareholders, communities and employees.

People analytics mostly focuses on better decision
making. We'll cover the types of questions people are
answering through data in this document.

What has driven this renewed activity! We see a few
underlying factors:

e we have more data than ever before, and the
quality is better

* there has been a massive drop in the cost of
technology needed to store and analyse the data

* business as a whole has become more analytical.
This has shifted managers’ expectations

* there has been an increasing number of articles in
the specialist and general press describing how the
leading firms are using people analytics



THE CASE FOR PEOPLE ANALYTICS

Leading Analytic Organizations have
17% better talent outcomes than other
organizations

Corporate Executive Board

Quantified organizations have 79%
bigher Return on Equity than non-
quantified Organizations

Sierra-Cedar 2014 Survey

Source: Cedar-Sierra | 7th HR Systems Survey

High performing organizations have
higher levels of sophistication in their
use of analytics and are more likely to
have adopted analytics across all aspects
of buman capital management

EY, CFO - CHRO report

Only 15% of respondents use margin /
profitability as their most important
measure of HR effectiveness

Accenture research

People costs are often nearly 70% of all operating
costs of a firm, and for many firm the major creator of
value, but historically the analysis and optimisation of
the workforce has either been missed, or done purely
from a cost perspective.

At the moment, only |6% of organizations have
people analytics capability in HR'. Adoption is highest
in the Retail / Wholesale sectors. Only 9% of HR
departments are capable of predictive analytics.

This is reflected in decision making. According to the
CEB, less than one quarter of business leaders use
data from HR for key talent activities. According to
the same report just | 7% of business leaders believe
that talent analytics are focused on the right issues.

Leading firms like ABN AMRO drive business
performance from people analytics. ABN AMRO
have helped business leaders understand how talent
decisions effect customer satisfaction, quality and
products sold.



INCREASING DEMAND

14% of companies bave analytics capability in the HR function

57% of HR teams increased their investment in measurement & analytics in 2013"

Growth in the interest of HR Analytics

Web searches on Google as a percentage of peak period
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Data: Google Trends, captured 31/10/14.

Companies maturity with HR Analytics

Bersin by Deloitte assessment of HR departments position in their maturity model
Predictive Analytics - . 4%
Advanced Analytics -

Advanced Reporting -

Maturity

Operational Reporting -

Percentage of firms assessed at this level

Data:"Talent Analytics, Now is the Time”, Bersin by Deloitte April 2014.

Analytics is arguably one of the hottest areas of
interest for HR. Interest via web searches has
increased 4-fold over the last 4-5 years. It is, however
starting from a relatively low base with only a small
number of firms doing the more advanced, and high
value types of analysis.

Value in analytics is typically achieved at higher levels
of maturity. Decisions need to be made based on
predictions of what is likely to happen therefore
workforce measures need to be provided as forecasts
or predictions - forward looking - rather than historic
measures.

As a comparison to the Bersin assessment of HR
Analytics maturity (shown to the left) , Accenture's
2012 survey? of business analytics practitioners
reported that 51% were conducting predictive
analysis. We believe this gap puts pressure on HR to
raise its game.

\ Source: Global Human Capital Trends 20 14: Engaging the 2| st —century workforce, by Deloitte Consulting LLP and Bersin by Deloitte
2 Source: Analytics in Action - Breakthroughs and Barriers on the Journey to ROI, Accenture 2013

Where is the demand typically coming from?

The executive team (CEO, CFO, COQO) demand
it. Most of the strong use of analytics that we see is
being driven by the executive team.

Investors are demanding it. Reporting is changing.
Initiatives such as the Global Reporting Initiative

are encouraging firms to communicate internal
capabilities, which include workforce measures.
Corporate Social Responsibility reporting frequently
includes workforce criteria.

Regulators are demanding it. In some sectors
regulators are showing an interest in workforce
related measures.



ORGANIZATION

How firms are structuring their people analytics
capabilities




PEOPLE ANALYTICS POSITION WITHIN THE FIRM

People analytics functions need to collaborate closely with other functions to be successful. In some instances it is sitting outside HR.
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For too many firms, HR analysis of workforce data
has been too introspective - measuring and reporting
the things that HR does, mostly for the benefit of HR.
That is changing.

We're seeing an active interest in analysing HR data
from other parts of the firm. As Simon Constance of
EY noted:

“I've worked with two clients with the [Analytics Centre of
Excellence] reporting into operations, with a dotted line

to HR.This can help with demand insight and getting into
the productivity agenda.”

Several of the accounting firms have published
research in the last two years of the increasing
collaboration between the CHRO and CFO.

It is quite clear that the appetite for good workforce
analysis across firms is strong.VWe see a risk that

if HR doesn’'t meet the demand others will & HR
departments will lose a key aspect of workforce
strategy.



PEOPLE ANALYTICS WITHIN HR

The people analytics centre of excellence

People analytics Centres of Excellence are rapidly
becoming the accepted way of deploying analytics
capability within HR departments.

In some ways this mirrors the way other HR specialist
groups are being deployed in the post-Ulrich model.
However, even compared to other specialist functions
the people analytics team are likely to have widely
different backgrounds than the rest of HR.

The trend matches a business-wide approach to
deploying analytics. There are considerable benefits to
be realised from centralising analytics, concentrating
talent, developing resilient processes, coordinating
data governance, deploying specialist technology and
ensuring re-use of work.

Within HR the CoE should also be the greatest
advocate of data-driven-decision making, evangelising
an approach rooted in reality.

Its position within HR

The CHRO will likely be the person most likely to be
seeing the demand from their peers in other functions
for people analytics, and this, combined with the CokEs
contribution to developing and monitoring effective
workforce strategies means that in most instances
we're seeing the people analytics CoE reporting
directly to the CHRO.

There is another aspect which suggests that this is
the right approach. If done well, people analytics is
likely to uncover evidence that will challenge some of
the approaches and policies HR has been promoting.
In many instances we find that traditional accepted
truths in HR can't be justified by the available data.

This can call for a degree of independence for the
CoE from their peers in HR We see a parallel to
how an internal audit function typically reports to the
Chairman’s office.



TECHNOLOGY

How are firms building a platform to do this work?




TECHNOLOGY OPTIONS

Technology won't solve the people analytics problem, but an early integrated plan can reduce problems later.

In their 2014 survey of HR Technology, research firm  Businesses will increasingly be getting embedded HR
Sierra-Cedar describe 4 different approaches to analysis tools as part of their HR systems, especially
delivering HR Analytics technology: when they are cloud-based. Experience of early
adopters though suggests this might increase the
«  Embedded HR: analytics as part of HR technology ~appetite to implement enterprise Bl solutions. The
benefit for implementing such technology will be
primarily cost-reduction; moving reporting that is
predominately manually produced to automated
systems.

* Standalone HR Analytics Tool: e.g.Visier

* Enterprise Bl: reporting tools such as Business
Objects or Tableau or analytics tools such as SAS
or R

» Combinational Solutions: using a mixture

, Technology is providing significant opportunities to do
depending on task.

analysis that was previously uneconomical. However
the technology shouldn't be allowed to drive what

Our experience matches Sierra-Cedar’s : analysis is done. Far too many firms fall into the trap
of analysing what is easy to analyse, not what has a
Once an organization gets a taste of higher potential value to the firm,

analytics, it will want to expand and
JHE, P Enterprise Bl, especially the analytic tools such as R

incorporate ddtdfrom other sources and SAS require skilled analysts. They also require that
which will necessitate the ddoption of an effort is spent on data preparation and integration,

. . ften with data from outside HR. As Sierra-
enterprise BI platform solution. ©
P P tf Cedar notes, for most big firms the answer will be

combinational solutions. The challenge will be to get
the different parts of the portfolio to work together.



TECHNOLOGY NEEDN’T BE EXPENSIVE

Many of the technologies used for people analytics will be open-source. The trade-off for lower technology costs is needing bhigher
skilled analysts.

Many of the firms at the cutting edge of people Doing analysis in code provides three particularly

analytics are using open-source technology. In important benefits:

KDNuggets annual survey of data mining technology,

seven out of the top ten most used technologies + Code makes data analysis auditable - it's much

were open source. easier to explain where data came from if every
step of the analysis is written in a script

We, like Google’s People Analytics team, use the *  Once a piece of code is written it can be re-run

open-source statistical programming language ‘R’ lts every time new data is available

background is in academia, with many statistical papers
and textbooks now having their own R packages -
extensions to the tool set.We even use R packages
that were developed by the People Analytics team at
Google.

Code can often be reused in new projects,
dramatically reducing the time / cost to do new
projects.

Most statisticians leaving universities today will have
coding skills and the ability to process large quantities
of messy data. However, our experience of traditional
HR reporting teams, especially those historically using
tools such as Excel is that they're unlikely to have the
necessary skills.

As well as R and several other prominent statistical
tools, many of the data storage tools - the so called
‘NoSQL databases that underpin many ‘Big Data’
firms will be open-source. Without licence costs the
time and ease of prototyping dramatically drops. Data

lytics t hould be agile.
analytics teams should be aglle With a combinational technology approach these

lower=skilled analysts will be replaced, probably with
fewer but higher-skilled analysts



SKILLS

People analytics requires new skills for HR




WHAT A PEOPLE ANALYTICS TEAM NEEDS

Analytics teams require different skills than are common in most HR departments. The challenge is how to build such

multidisciplinary teams.

Programming

People analytics

Business & HR
knowledge

Data
visualization

Good analyst teams require a multi-disciplinary skill
set. It's highly unlikely that analysts will have all skills
themselves.

The most important skill is domain expertise - deep
knowledge of HR and Business. Knowing what
questions to ask, what research is available and models
of workforce development is essential to realising
value from analytics.

Statistics knowledge s vital for knowing how to
interpret data. Increasingly statistical techniques will
include technology-driven techniques such as machine
learning and simulation. Many are hiring analysts with
advanced degrees to meet these needs.

The most important part of communicating data is
the communication, not the data. Data visualization
skills are vital for ensuring the correct story is read
from the data, and for encouraging people to change.

Finally, as data gets bigger and more complex
programming skills come to the fore.



DEMAND FOR PEOPLE ANALYSTS

Analytics teams require different skills than are common in most HR departments. The challenge is how to build such
multidisciplinary teams.

Growth in jobs using the term

1,000% -

500% -

0% -

Growth in the jobs advertised for HR analytics

Occurrence of the following terms in job advertisements.Values were originally percentage of total jobs and were changed to index values based Jan 2005
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Data: Indeed.com job trends, captured 31/10/14. Data visualisation by OrganizationView

The challenge for HR will be how to recruit these
skills. McKinsey suggested that the US alone faces

a shortage of 140-190,000 people with analytical

expertise.

HR needs to recruit these individuals, which are

in some instances significantly different from the
traditional HR background in face of competition from
a large number of other functions and businesses.

It also need to articulate what careers analysts can
expect in HR.

Salaries are significantly higher. Careerbuilder reported
that Statisticians and Economists in the UK will earn
over twice as much as HR administrative occupations,
rising to 3x in the top firms.



JOB DESCRIPTIONS FOR THE NEW BREED

Analysis of job descriptions is a good way of seeing how the market is developing

Winngores Inlelgencd Analys mdl_'_'

= — .
=
W I N W T IE SRR R W YT DL EET N PSSR O TE W ST STER LA R Ll

R P ETLE T EEE I L SEN N
=TT =

Job Description

Job Title:
Requisition Number:

Job is available in these locations:
Overview External:

Position Details:

&

Apply for This Job [l Email A Friend

Team Lead, Talent Analytics & Reporting

018735295

Houston, Texas, USA

Chevron is one of the world's leading energy ies, with 60,000

working in countries around the world. We explore, produce and transport crude oil and natural gas;
refine, market and distribute fuels and other energy products; manufacture and sell petrochemical
products; generate power; and develop future energy resources, including biofuels and geothermal
energy.

Chevron is accepting online applications for the position of Team Lead, Talent Analytics & Reporting
located in Houston, TX through February 27, 2014 at 11:59 p.m. (Eastern Standard Time)

Responsibilities for this position may include but are not limited to:
 This Team Lead, Talent Analytics & Reporting position is responsible for creating better, faster
business decisions through credible workforce data.

« The Team Lead manages a high-performing team of Analysts that provide human capital analytics
and reporting to stakeholders across the enterprise (including Corporate Departments, Opcos, and
Senior Leadership).

« This includes helping set the team vision and strategy, identifying projects, managing project plans,
diagnosing stakeholder problems, and demonstrating the business value of solutions.

« Builds a Talent Analytics competency across the enterprise through skilled relationship building,
teaching and stewardship of a Community of Practice.

 Designs advanced statistical research studies and technical diagnostics to improve management
decisions regarding global talent. This involves:the identification of pivotal roles and critical skills, the
development of internal and external talent gaps,the development of optimal buy/build/borrow talent
sourcing strategies,the modeling of alternate "what-if" talent scenarios, the alignment of HR and other
business/financial data.

© Manages global cross-functional projects, includng implementation of KPI and Analytics initiatives
with Finance and IT partners.

 Designs and executes descriptive, root cause, and predictive workforce analytics (including
advanced statistical modeling, data mining, game theory).

Required Qualifications:

« Candidate must have at least 5 or more years of related work experience.
= Masters of PhD degree required in Data Science, Statistics, Economics, Econometrics, 10
Psychology, Finance or a related field.

= Advanced data analysis and statistical software skills.
 Ability to perform predictive analysis modeling.

« Ability to perform internal and external trend and gap analyses.
« Ability to develop and/or executive productivity models.

« Ability to perform attrition analytics and modeling.

« Ability to perform ad-hoc data mining and workforce analytics.
« Ability to identify and track external labor market trends.
 Ability to coordinate data from multiple sources.

« Strong level of curiosity and to
 Requires proficiency telling stories through data

challenge beliefs with data.

« Must be familiar with HRIS data systems and ancillary ions (e.g. SAP, JDE,
etc) as well as Bl architecture for data integration, querying and analytics tools.

ot ing of relational cubes and data stores a significant plus.

« Must have demonstrated high-level project management and problem-solving skills.

« Speaks the customers' language and appropriately aligns HR solutions, products and services to
meet customer and business needs.

« Diagnostic and consultative selling skills required to show value of solutions and lead through
influence.

« Excellent verbal and written communication skills.

« Flexible and adaptable when priorities shift due to changing situations.

 High degree of business acumen required (although not necessarily specific to Oil & Gas industry)
 Strong ability to data to draw

HR has previously hired a reasonable number of
psychologists. Whilst this is likely to continue, only
a subset of psychologists are likely to have the
technology skills required for this work.

The number of job descriptions we see asking

for Phd level statistics, economics or even science
subjects like physics is growing. Whilst some of these
jobs have unrealistic, or even probably unnecessary
requirements the trend is clear - these are data
scientists not traditional HR analysts.

Several firms are rotating data scientists from other
functions through HR. This can work well as long

as there are members of the team with strong HR
knowledge. Marketing, Operations Research, Finance
and Economics teams could be good internal sources.



VENDORS

Where to go for support: how the vendor market is
shaping up.




MARKET POSITIONING FORVENDORS

Suppliers can be segmented into five groups based on their dominant business model or market offering. Many suppliers will have
some activity in secondary groups as well as their main position.

The Technologists

The Data Aggregaters

The Business / HR Consultancies

The Start-ups

Analytics as a Service Providers

The Technologists take an |T-centric approach to
analytics, with a revenue model that is heavily based
on software licences and implementation services. In
today's market software is likely to be cloud-based.

There are several firms who's strength, and to some
degree value, is from their large stores of cross-firm
workforce data, usually at the level of an individual
employee. These firms are now creating new business
lines through the aggregation and analysis of this data.

Most, if not all of the major business consultancies
with HR teams are offering People Analytics service
lines. Whilst many have built,and in many instances
retired, People Analytics technology, their project-
based services are likely to meet the needs of many

Some of the most exciting and advanced analytics
currently being done in HR falls within this sector.
Most firms in this sector make one or two products
targeting niche areas. Many of these are in the area of
hiring, especially for certain in-demand groups such as

Analytics as a Service firms can provide an analytics
CoE capability on an outsourced basis, either to
manage fluctuating capacity or specific skills. Most
firms in this category will bring their own technology
which enables them to automate common activities,

A Technologists approach is likely to be successful if
you are convinced that your requirements for analytics
are predictable. Alternatively they may be useful to
cover the basics in a hybrid model.

During the last few years several large acquisitions
have been linked to this approach. These would
include CEB's $660m acquisition of SHL and IBM's
$1.3bn acquisition of Kenexa. Previously conservative
firms like ADP are worth watching in this space.

HR buyers. EY is a good example of a firm in this
space. Assignments are likely to be in the areas

of workforce planning, workforce productivity &
performance improvement modelling and setting up
and advising analytics CoEs

IT skills. The availability of large volumes of public data
- including social media data - make machine learning
to identify patterns possible. These services can be
great add-ons to your analytics approach

delivering economies of scale. Whilst in other
functions or sectors the market is established it is new
within HR. The relatively small size of deals has made
HR unattractive to date for the larger firms such as
Accenture, Mu Sigma and Fractal.



RESOURCES

Where to learn more.




SUPPORTING INFORMATION

The following people provided advice and assistance
during the creation of this document:

Simon Constance
Director, HR advisory, EY

Patrick Coolen
Manager, HR metrics & Analytics, ABN AMRO

Stacey Harris
VP Research & Analytics, Sierra-Cedar

For further information on HR Analytics the following are good sources:

Analytics in Action: Breakthroughs and Barriers on the Journey to ROI
Accenture

Workforce Analytics: Numbers behind HR
Deloitte

Question for your HR Chief: Are we using our ‘people data’to create value!?
McKinsey Quarterly

I'7th Annual HR Systems Survey
Sierra-Cedar

The Analytics Era: Transforming HR's Impact on the Business
CEB Corporate Leadership Council (membership required)


http://www.google.com/url?sa=t&rct=j&q=&esrc=s&source=web&cd=1&cad=rja&uact=8&ved=0CB8QFjAA&url=http%3A%2F%2Fwww.accenture.com%2Fsitecollectiondocuments%2Fpdf%2Faccenture-analytics-in-action-survey.pdf&ei=phxaVMPzEKvA7Abx9YDgBA&usg=AFQjCNHkqS293PGMs8MRQ-ppao5fnZfLlg&bvm=bv.78677474,d.ZGU
http://www2.deloitte.com/global/en/pages/human-capital/articles/workforce-analytics.html
http://www.mckinsey.com/insights/organization/question_for_your_hr_chief_are_we_using_our_people_data_to_create_value
http://survey.constantcontact.com/survey/a07e8n8k4zehozw7vhv/a02a9mi1ry8xt0/questions
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