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Annotation

Human Resources Analytics that operates with data for decision-making processes
became a hot topic globally. The bachelor thesis aims on investigating the maturity level of
European organizations for Human Resources Analytics and providing with recommendations
for organizations, HR professionals and academic institutions in successful adoption of HR
analytics. Research is based on qualitative data and was collected by interviewing four Human
Resources Practitioners. The research concluded that interviewed organizations are familiar and
have significant need for HR analytics. The main challenge is related to the lack of professional

skills, however, the expectations of HR analytics for future are positive.

Keywords: HR Analytics, Big Data, Data-driven HR, HR Management, Decision-making



Anotacija

Cilveékresursu analitika, kas operé ar datiem l€mumu pienemsSanas procesos, visa
pasaulé kluva par aktualu tematu. Bakalaura darba mérkis ir izpétit Eiropas cilvékresursu
analitikas attistibas ITmeni un sniegt ieteikumus organizacijam, cilvékresursu specialistiem un
akadémiskam iestadém, lai veiksmigi ievest cilvékresursu analitiku. P&tfjuma pamata ir
kvalitativi dati, kuri tika iegtti interv&jot Cetrus cilvékresursu specialistus. Secinats, ka ir
bitiska vajadziba péc cilvékresursu analitikas un intervétiem organizaciju parstavjiem $1 téma
ir pazistama. Galvenais izaicinajums ir saistits ar profesionalo prasmju trikumu, tom&r nakotnei

cilvékresursu analitikas ceribas ir pozitivas.

Atslégas vardi: Cilvekresursu Analitika, Lielie Dati, Cilvékresursu Datu Vadiba, Personala

Vadiba, Lémumu Pienemsana
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INTRODUCTION

Human Resources Management (HRM) is steadily moving forward to data driven and
evidence based decision-making processes. One of the main goal of HRM is to be a strategic
partner of an organization, however, the most difficult challenge is to turn data about people
into valuable and worthy tool for analysis. Nevertheless, Human Resources (HR) Analytics
became a popular trend in the past few years which has the capability to solve this challenge.
HR analytics as a new field in a technologically savvy world has advanced tools to make
different types of analysis and turn people data into competitive advantage of an organization.
The necessity of HR analytics has been covered in a literature review, nevertheless,
organizations are still struggling with challenges and difficulties in implementing this powerful
tool and turn traditional HRM from the intuitional decision-making to evidence based one. Even
though, HR analytics has big opportunities and amazing features, it also has pitfalls where less
experienced organizations can make mistakes and have huge losses. Thus, this field is still
developing it has a progress in adoption by organizations worldwide.

The bachelor thesis aims on providing analysis of the Europe organization’s maturity
in HR analytics. The current situation of HR analytics is not yet developed in all organizations
and is still slow in adopting due to different challenges. The objective of this research is to dig
into HR analytics and its adoption in interviewed organizations. The author has chosen
explanatory approach for the empirical research by using qualitative method. Therefore, main
advantage of implementing qualitative research in this study is that this type of research is a
good method to receive needed data. Additionally, non-probability sampling technique by type
of convenience sampling was implemented, because this technique is applicable in a way that
interviewees were chosen due to their approachability. The author arranged four interviews
with HR practitioners from Europe with the average experience 3-5 years in large and mid-
sized enterprises operating in outsourcing services. Interviews with HR practitioners were made
through social networks. The personality of the interviewees and organizations are represented
in Appendix 1, however, to ensure anonymity of interviewees, this is not shown in the results
section and this was done in order to equalize the data collected. Data collection consisted of
detailed semi-structured interviews in order to receive necessary data. To analyze the interview
data, the author decided that the best approach is cross-case analysis. This approach was
suitable due to the fact that analysis was conducted more than once.

The structure of this bachelor thesis covers theoretical aspects of Human Resources
Management and touches Big Data with Human Resources Analytics in the Chapter 1. Chapter

2 focuses on the HR analytics as one of the main trends in Human Resources and shows the



situation from global perspective of it and comparing diverse regions as Europe, Middle East
and Asia. Empirical research in the Chapter 3 provides methodology and analysis of data
collected by the interviews. Results then are presented and discussed by comparing with the

literature. Author concludes the paper with the recommendations for the research conducted.



1. THEORETICAL ASPECTS OF HUMAN RESOURCES

1.1 Human Resource Management

1.1.1 Evolution and definitions of Human Resources Management

Historical data shows that Human Recourse process draws back to mid-1920s when
managers did the HR related tasks by their own and by 1930s managers were not capable to
work on both sides. The need for HR specialists was increasingly expanding as the employees
were the most essential part of the organization. It was much easier and time saving to give the
responsibility to hire, fire, lead the employment process, recruit, analyze, etc. Rapidly this
department gained new duties as guarantee to follow government regulations and record
keeping, arranging recreational and social programs. The department that now is attributed to
the name of personnel ran out of organizational authority and unity, on the contrary it was filled
with employees who didn’t have such authority to make proper decisions and was at the very
low level. Nevertheless, gradually high demand for more complex labor relations in World War
IT left a significant mark on personnel process by creating the need of making a shift in
personnel function and searching for skilled workers.!

Prosperity of personnel department started after the World War II due to the accelerating
growth of industrial and technological development. During the 1950’s personnel generated
policies regarding procedures, rules and uniform policy as well to ensure that every employee
receives fair and egalitarian treatment.? In that period of time managers came to realization that
employee engagement and work efficiency have huge influence on an income of an
organization.’ The legislation referring to employment had gained power and gave an impact
to all aspects in the 1960s to 1970s by creating equal employment opportunity (EEO) and
affirmative action. It is important to mention that personnel practitioners were forced to work
on tasks they were never taught before. Therefore, the term Human Resources, that was related
more to gaining potential and a promptness to management by anticipation substituted the term
personnel, that was initially concentrated on employee utilization.* Moreover, HR departments
had high interest on legislation and the scope of department was growing in accelerating way
claiming more data and reports, therefore changing their perspective from taking care to
protecting.’ EEO and affirmative action remained as a base of HR’s duty throughout the 1980s.
Moreover, fast growing field in IT generated Human Resources Information systems, which

contains of static information about the employees, and left a mark as a vital area of HR.

1 Diane, Arthur “Fundamentals of Human Resource Management”, AMA Self-study 2015

2 Diane, Arthur “Fundamentals of Human Resource Management”, AMA Self-study 2015

3 Ulrich, D. & Dulebohn, J. «Are we there yet? What’s next for HR?» Human Resource Management Review, 2015, 188-204.

4 Diane, Arthur “Fundamentals of Human Resource Management”, AMA Self-study 2015

5 Kavanagh, M., Thite, M. & Johnson, R. «Human Resource Information Systems.», SAGE Publications: Thousand Oaks, California, 2015
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according to past two decades, HR has expanded as a big diverse department with its own values
and mission.® During 1980s, Human resource information systems (HRIS) were taken into
action and supporting organizations for faster and easier decision making. (Stone & Dulebohn,
2013). During the late 1980 to early 1990s, HRM’s aim has changed from workforce
administration to development and training that generated somehow the shift in IT sector.” Over
the last decades, HRM had dramatic changes that have brought new functions and totally differs
from the HRM in the beginning of the road.

1.1.2 Human Resource Management and Strategic Human Resource Management

Human Resource Management (HRM) gathers all the processes concerning human
resources to meet individual, social and organizational objectives.®* HRM plays a crucial role in
people’s work and relationships within an enterprise to achieve goals and effectiveness
internally and externally in a successful way.” People have a high priority in every business
that’s why HRM needs them to structure the flourishing organization by training skills,
encouraging to higher level performance and assuring that they feel in a productive and friendly
atmosphere.!® One of the leading roles in HRM plays skilled employees that take responsibility
to make decisions in case to accomplish companies objectives.!! The definitions slightly differ
from each other, however the very meaning still concerns on efficient utilization of manpower
for achieving the organizational and individual goals as well as objectives.

HRM'’s primary objective is to be able to take care of the employees working life from
start to the end in an organization, meanwhile assuring that they do their best in accomplishing
companies goals and objectives. HRM department is a touchpoint between the top management
and the employees. Its duty is to guarantee smooth working in organization by arranging
workforce, offering trainings to develop skills, keeping the motivation and group morale,
reinforcing employer-employee cooperation. Quality of work life is a vital part of an
organization, therefore it’s crucial to enhance a well-being in physical and psychological way.
Moreover, moral values and behavior among employees within as well as outside of
organization.'?

The range of HRM according to the Institute of Personnel Management covers aspects

as personnel and labor (people), welfare (working conditions) and industrial relations.!* To cope

6 Diane, Arthur “Fundamentals of Human Resource Management”, AMA Self-study 2015

7 Kavanagh, M., Thite, M. & Johnson, R. «Human Resource Information Systems.», SAGE Publications: Thousand Oaks, California, 2015

8 Edwin B. Flippo, «Personnel Management.», New York: McGraw-Hill, 1984, 5

9 Institute of Personnel Management, «Personnel Management in India» Bombay: Asia Publishing House, 1973, 29-30

10 David A. Decenzo and Stephen P. Robbins «Personnel Human Resource Management», New Delhi: Prentice Hall of India Learning, 1973, 3
11 George T. Milkovich and John W. Boudreau, «Human Resource Management.», Homewood, IL: Irwin, 1998, 6

12 Pravin Durai “Human Resource Management” Pearson India, 2010

13 Institute of Personnel Management, «Personnel Management in India» Bombay: Asia Publishing House, 1973, 29-30
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with that it’s necessary to notice SHRM. The term strategic human resource management is
relatively new that concentrates on strategy of HRM in accomplishing goals of an organization
and gaining profit.'* Due to the change in technological sector, demographics and increasing
globalization in the 1980s, HRM started being strongly connected with strategy of an
organization.” HR functions and human capital are SHRM resources in what human capital
deals with everything related to employees.!® HR and SHRM overall had experienced four
stages of changes from playing administrative role in the first; the second stage was developing
and training human capital; third involved strategy and the last but not least HR and SHRM are
vital parts of business strategy overall.'” Therefore, HR business strategy is divided to
implementing, contribution and full partnership.'® Nevertheless, this is not satisfactory for HR
strategy and needs to progress in a way to be the core of all business processes.!” This argument
demands for decision making in HRM to come along with the outside and inside expectancy in
an organization that is a strategy itself.* According to studies of Brockbank, organizations that
have high level of performance come along with HR functions in an external environment.?!
There are obstacles too, as the constraint on the size of human capital decision-making and how
it can be a touchpoint in overall business. Moreover, there can be a huge force on HR
practitioners who need to have a knowledge how to use it as a tool for making decisions. ?
HRM concerns on the productive utilization of a workforce for accomplishing diverse goals

and aims to be one of the main strategic business function.

Digitalization of HR Management

Decision-making is a vital part in HR processes to accomplish mission that concentrates
on gaining profitability and success in organization.”> However, decision-making in HRM is
still very new with slow development and not precise data to work with. Everything where data
is situated is called as data driven HRM or HR intelligence that is opposite to gut feeling.?*
According to Boudreu & Ramstad, data-driven HRM has three diverse stages as a base is data,

then come metrics and decision-making. The other side of the coin is, however, that HRM has

14 Walsh, K., Sturman, M. & Longstreet “Key issues in strategic human resources. The Scholarly Commons” School of Hotel Administration Collection, 2010
15 Schuler, R. & Jackson, S. 2005. A quarter-century review of human resource management in the U.S.: the growth in importance of the international perspective.
Management Revue. 16, 1: 1-25.

16 Walsh, K., Sturman, M. & Longstreet “Key issues in strategic human resources. The Scholarly Commons” School of Hotel Administration Collection, 2010
17 Ulrich, D. & Dulebohn, J. «Are we there yet? What’s next for HR?» Human Resource Management Review, 2015, 188-204

18 Lawler, E. & Mohrman, S. 2003. HR as a strategic partner: What does it take to make it happen? CEO Publication. 03, 2: 430.

19 Ulrich, D. & Dulebohn, J. «Are we there yet? What’s next for HR?» Human Resource Management Review, 2015, 188-204

20 Ulrich, D. & Dulebohn, J. «Are we there yet? What’s next for HR?» Human Resource Management Review, 2015, 188-204

21 Brockbank, W. «HR's role in a world of pervasive information», 2015, 295-302

22 Ulrich, D. & Dulebohn, J. «Are we there yet? What’s next for HR?» Human Resource Management Review, 2015, 188-204

23 Boudreau, J. & Ramstad, P. «Beyond HR. The new science of human capital.» Harvard Business School Press; Boston, 2007

24 McAfee, A. & Brynjolfsson, E. «Big data: the management revolution.», Harvard Business Review. October 2012, 60-69
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large number of data which is often unstructured and not clearly understandable to use. The
essential focal point of data-driven HRM lays in storing and organizing data that makes a shift
in turning the data into weighty material of decision-making process. As the reason HRM
concentrates more on strategy, the need for decision making processes increases. Nonetheless,
here is a place for challenges as receiving specific data which is not correct or unstructured,
historical or worthless that can cause difficulties in using such data and connect it with business
activities.” Data-driven HR faces up diverse challenges due to the quality of data and hinders

the evidence based decision-making processes.

1.2 Big Data as a driver in digitalization of HR Management

1.2.1 Evolution and definitions of Big Data

Big data and analytics plays a crucial role in IT and nowadays businesses.?® The use of
big data and analytics shows great potential in a new era of IT-enabled innovations.?” The
popularity of big data can be associated with the information visibility which has enhanced and
created opportunities to analyze the areas that were complicated to reach.?® These days society
receive and share huge amount of information and data.?* While other information technologies
save and access data, big data gives the power to analyze.** By using big data, organization
design that relates to structures, people, rewards, processes and also policies,’! is able to analyze
enormous amount of data and bring it into understandable report for different departments,
which can improve the decision making and furthermore improve the performance of the
organization.’? Digitally-savvy organizations are already acquainted with big data to monetize
the information flow,** nevertheless great part of large and mid-sized organizations still have
difficulties in integrating big data into their organizational cultures.

In the 18th century, the term “data” gave rather quantitative understanding as it “was

most commonly used to refer to facts in evidence determined by experiment, experience, or

25 Boudreau, J. & Ramstad, P. «Beyond HR. The new science of human capital.», Harvard Business School Press; Boston, 2007

26 Shao, B. B. M., & Lin, W. T. “Assessing output performance of information technology service industries: Productivity, innovation and catch-up. International Journal of
Production Economics”, 2016, 43-53

27 Frizzo-Barker, J., Chow-White, P. A., Mozafari, M., & Ha, D. “An empirical study of the rise of big data in business scholarship” International Journal of Information
Management, 2016, 403-413

28 Liu, J., Li, W., & Wu, J. “Rethinking big data: A review on the data quality and usage issues” ISPRS Journal of Photogrammetry and Remote Sensing, 2016, 134-142

29 Demirkan, H., & Delen, D. “Leveraging the capabilities of service-oriented decision support systems: Putting analytics and big data in cloud. Decision Support Systems”,
2013,412-421

30 Bello-Orgaz, G., Jung, J. J., & Camacho, D. “Social big data: Recent achievements and new challenges.” Information Fusion, 2016, 28, 45-59

31 Galbraith, J., Downey, D. and Kates, A. Designing Dynamic Organizations: A Hands-On Guide for Leaders at All Levels. 1st ed. 2002

32 McAfee, A., & Brynjolfsson, E. “Big Data: The Management Revolution” Harvard Business Review, 2012, 60-68

33 Petter, J., & Peppard, J. “Big Data = Big Opportunities: If the CEO Takes the Lead” IEDP Ideas for Leaders, 2013
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collection”.>* Nowadays, the definition of data has changed. The latest definition of data can be
described as “anything recordable in a relational database in a semantically and pragmatically
sound way”.?* Therefore comes the term Big Data, with a non-professional eye big can be
defined as something massive in size, number, or involving many people or things. Nonetheless,
there is more than simple term of Big Data.

John Snow was the first one who mentioned about Big Data in 1854. This period of time
was described as “the most terrible outbreak of cholera which ever occurred in this kingdom”
by John Snow. Snow collected all available data about the deaths and located their origin in the
Broad Street area. After analyzing gathered information, he made a connection between the
outbreak and a water “pump”, that led to that closing the “pump” was equal to reduction in the
number of infections. By John Snow’s method it is clear to observe the perfect representation
of Big Data and analytics mentioned in an early history.** Despite that Big Data has a long

history, it has started gaining speed in accelerating way recently.

Features of Big Data

Despite the term big data is quite young and its origin can cause arguments. The recent
definition of big data is attributed to Doug Laney with Gartner describing big data as three Vs:
volume, velocity, and variety.”” The volume of the data relates to the size of the data, velocity
to the speed of data flow, and variety to the sources and types of data.’® IBM and Microsoft
decided to add veracity or variability as the fourth V to describe big data, which relates to the
messiness and trustworthiness of data. Nonetheless, McKinsey & Co. included value as the
fourth V connected with insights of big data and its worthiness.** To sum up, big data is a group
of huge amounts of complicated and different type of data that is pretty hard to manage easily
by the contemporary data processing technologies.*

Collecting, storing, and analysis of information with Big Data become less complicated
and affordable, giving fast access, visibility and transparency of information. First and

foremost, these techniques can be more accurate and predictive to help leading the organization

34 Rosenberg, Daniel “‘Raw data’ is an oxymoron” Cambridge: MIT Press, 2013, 33

35 Frické M. “Big data and its epistemology. Journal of the Association for Information Science and Technology”, 2015, 652

36 Ben McDonald “John Snow — the Father of Big Data from 1854” Published in 2017, https://www.linkedin.com/pulse/john-snow-father-big-data-from-1854-ben-
mcdonald/

37 Svetlana Sicular, Gartner , Inc. “Gartner's Big Data Definition Consists of Three Parts, Not to Be Confused with Three "V"s”
https://www.forbes.com/sites/gartnergroup/2013/03/27/gartners-big-data-definition-consists-of-three-parts-not-to-be-confused-with-three-vs/#5b773d0742£6

38 P. Chen, C., & Zhang, C.Y. “Data-intensive applications, challenges, techniques and technologies: A survey on Big Data.” Information Sciences, 2014, 314-347
39 Chen, M., Mao, S., & Liu, Y. “Big data: A survey. Mobile Networks and Applications”, 2014, 171-209

40 P. Chen, C., & Zhang, C.Y. “Data-intensive applications, challenges, techniques and technologies: A survey on Big Data.” Information Sciences, 2014, 314-347
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better than before.*'*? According to Brynjolfsson et al, ** the organizational performance rate is
higher because of efficiency and effectivity of better decision making. Moreover, performance
can be measured with accurate and detailed information of each employee or inventory.*
Unfortunately, in many organizations decisions are based on intuition which is the opposite for
data-driven decision making® and it doesn’t depend only on a lack of technical development,
but also on a lack of readiness for a change in social and cultural environment in organizations.*®
Despite of benefits that Big Data provides, there are still challenges appearing and problems to
overcome. One of the biggest problem related to Big Data is the high cost of the basic physical
and organizational structures and facilities.*’” All in all, Big Data is large in an enormous way
and is not possible to handle by the tools previously handled the data analysis, however, if the
organizations manage to adopt advanced specific tools and have capability to cope with them,

there is a promising growth for their competitive advantage.

1.2.2  Tools for Big Data

Artificial Intelligence

Artificial intelligence is described in general as the “design of intelligent agents™ and is
based on Big Data features.*® More precise definition of Al describes systems that think and act
like humans in a rational way.*? An honest belief is that Al has the possibility to substitute
human beings.** Because Al is originally programmed by humans on specific algorithms and is
much intelligent than human, it can cause a threat to humanity overall.”! According to Bostrom:

“By a ‘superintelligence’ we mean an intellect that is much smarter than the best human
brains in practically every field, including scientific creativity, general wisdom and social skills.
This definition leaves open how the superintelligence is implemented: it could be a digital

computer, an ensemble of networked computers, cultured cortical tissue or what have you. It

41 Frizzo-Barker, J., Chow-White, P. A., Mozafari, M., & Ha, D. “An empirical study of the rise of big data in business scholarship.” International Journal of Information
Management, 2016, 403-413

42 McAfee, A., & Brynjolfsson, E. “Big Data: The Management Revolution.” Harvard Business Review, 2012, 60-68

43 Brynjolfsson, E., Hitt, L. M., & Kim, H. H. “Strength in numbers: how does data-driven decision-making affect firm performance?” Cambridge: Working Paper, Sloan
School of Management, MIT,2011

44 Fanning, K., & Grant, R. “Big Data: Implications for Financial Managers.” Joumnal of Corporate Accounting & Finance, 2013, 23-30

45 McAfee, A., & Brynjolfsson, E. “Big Data: The Management Revolution.” Harvard Business Review, 2012, 60-68

46 Chow-White, P. A., & Green, J. G. “Data mining difference in the age of big data: communication and the social shaping of genome technologies from 1998 to 2007.”
International Journal of Communication, 2012, 28

47 Wang, Y., &Wiebe, V. J. “Big Data Analytics on the characteristic equilibrium of collective opinions in social networks.”, 2014

48 Poole, David, Mackworth, Alan, & Goebel, Randy “Computational intelligence: A logical approach.” Oxford: Oxford University Press, 1998

49 Russel, Stuart J. & Norvig, Peter “Artificial intelligence: A modem approach.” Englewood Cliffs, NJ: Prentice Hall, 1995

50 Barrat, James “Our final invention: Artificial intelligence and the end of the human era.” New York: Thomas Dunne Books, 2013

51 Hawking, Stephen, Russell, Stuart, Tegmark, Max, & Wilczek, Frank Stephen Haw-king: “Transcendence looks at the implications of artificial intelligence — but are we
taking Al seriously enough?”, 2014

http://www.independent.co.uk/news/ science/stephen-hawking-transcendence-looks-at-the-implications-of-artificial- intelligence-but-are-we-taking-9313474 . html
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also leaves open whether the superintelligence is conscious and has subjective experiences”.*
As the world gets more innovated, Artificial Intelligence is something big and requires in-depth

researches with undiscovered outcomes.

Data Mining

Therefore, comes data mining which can handle Big Data.>3 Data mining is the process
of selecting needed information from huge volumes of data.>* Usually data mining is very broad
in discovering, it includes artificial intelligence, database systems, data visualization, statistics
knowledge, etc. Data mining is an effective tool which helps to predict some trends or behaviors
in the future from some features of data. The goal of data mining is divided into descriptive and
predictive analytics. Descriptive one relates to describing the general features of human
interpretable data set and predictive one concern on forecasting the value of a particular
attribute based upon the values of other attributes.>* Data mining process is available to find
needle in a haystack; however, it doesn’t collect data, it is based on historical data. More proper
term for data mining is “knowledge mining from data”.’® With algorithms provided by data

mining, it is possible to make precise analysis to enhance business functions.

Algorithms and Machine Learning

Algorithms are located in the heart of computing that is clearly connected with Big Data
and is useful tool to transform it.” Everything and everyone is surrounded and influenced by
algorithms.*® The meaning of algorithm is “any well-defined computational procedure that takes
some value, or set of values, as input and produces some value, or set of values, as output. An
algorithm is thus a sequence of computational steps that transform the input into the output”.>
However, algorithms are not able to learn, comparing to machine learning process that has two
learning methods: supervised learning, during which a machine is taught new things by training
data that has the input and output already defined and connected; oppose to that statement,
unsupervised learning has no output data, giving an effort for an algorithm to search for

patterns, correlations, or clusters to discover similarities.®® Despite this definition has the
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analogy with data mining, data mining is more stable with limited data set and uses exact

method of mining.

Big Data shaping Human Resource Management

Big data will have a significant impact within an organization and will change the way
people are working. First and foremost, Big Data transforms the way the HR department is
functioning and as a result all the employees are also influenced. Probably the brightest case
about connection of Big Data and HRM is Moneyball. Billy Beane as a general manager of
baseball team “Oakland Athletics” experiences shortage of money in a team, where the players
are the most valuable pattern, this situation forced Billy to look for different ways of getting a
talent. By using and analyzing Big Data, he handled to create a team that was not the ordinary
one, nevertheless competitive and highly successful. This undoubtedly shows strategic HRM
combined with Big Data. One of the benefits of Big Data in HRM is availableness to give access
to all needed information and stay in touch with every employee everywhere. According to that,
Big Data will transform HRM to function more resilient, ever changing and responsive by using
technological potential of Big Data.*!

According to Kaufman the evolution of the term HRM is as follows: “HRM as the
people management component of organizations, a holistic system’s view of individual HRM
structures and practices, a strategic perspective on how the HRM system can best promote
organizational objectives, HRM system alignment with organizational strategy and integration
of practices within the system, and emphasis on the long-run benefits of a human capital/high-
commitment HRM system”® This consideration underlines the essential role of HRM in
organizations and the general strategy. To gain competitive advantage out of Big Data, strategic

HRM should deal with transformation in a strategy.

1.2.3 Strategic decision-making in HR Management

Metrics of HR has come along with decision-making HRM starting from 1970s by
measuring workforce quantity, salaries and time of working. Gradually, by mid 1980s
organizations interest in comparing results between each other on diverse facts became a hot
topic to consider.” By mid 1990s, HR metrics have advanced and took out data related to

processes of the ins and outs of an organization. Year by year, HR data became big and by
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advanced technologies HR metrics were born.* The reason to consider utilization of HR metrics
and measuring is the availability to describe, explain, predict and optimize.*> Metrics which can
be qualitative and quantitative itself is a “accountability tool that enables the assessment of a
function’s results” that shows performance of a single unit as a foundation for decision-making.
Efficiency and effectiveness of HR metrics doubtlessly affect outcome metrics. As a base level
of HR tasks is efficiency metrics that deals with administrative dimension of an organization
and operations. This type of metrics differs from other metrics by its simplicity, however come
up with limited access to strategy of organization. The second level of metrics pyramid is
attributed to the function that relates to measuring the value of human capital and operates with
people which can be complex enough. Furthermore, HR metrics third level concentrates on
productiveness of workforce providing with functional policies as training for example where
results and new skills developed are measured. Last but not least reaches the top of the HR
metrics pyramid and is defined as strategic or impact metrics that supports external and internal
decision-making in an organization to accomplish a competitive advantage. Regardless of HR
metrics four levels, it is necessary to note that metrics are still just a solution for measuring and
focusing on specific task, not on metrics.®

Strategic decision-making in HRM changes data and metrics into worthwhile material
to analyze. Moreover, the focus of decision-making should be conducted in the IT sector which
directly influences HRM and decision support systems future. DSS (decision support systems)
or so-called BI (Business Intelligence) involve analytics and metrics that can be utilized as a
part of HRIS to cope with decision-making processes. These tools are in a high demand;
however, it has a little amount of observation in the HRM arena. There are arguments that HRM
doesn’t have its own DSS variation and should have a decision-making framework.®” Decision-
making process can be divided into managerial functions that are performed by all managers
and operative ones by HR managers for all departments.

First and foremost, managerial process consists of planning that is responsible for future
and should provide with precise forecasting of a successful plan by setting up goals and
objectives, rules and procedures, specifying plans and forecasting techniques. Planning plays a
key role to all other managerial processes. When a plan is in action, organizing take up the
baton. This process consists of setting up a structure and authority of an organization.

Organizing process must involve departments lead by authorities and employees that are given

64 Becker, B., Huselid, M. & Ulrich, D. «The HR Scorecard: Linking people, strategy and performance.», Harvard Business School Press: Boston, 2001
65 Fitz-enz, J. & Mattox, J. «Predictive Analytics for Human Resources.» Wiley and SAS Business Series: Wiley, 2014

66 Ulrich, D. & Dulebohn, J. «Are we there yet? What’s next for HR?» Human Resource Management Review, 2015, 188-204

67 Ulrich, D. & Dulebohn, J. «Are we there yet? What’s next for HR?» Human Resource Management Review, 2015, 188-204

68 Pravin Durai “Human Resource Management” Pearson India, 2010

16



specific tasks to accomplish. Any company should consider staffing in case to fill organization
with the right workforce. Staffing aims to put in place HR policies that include wage fixation,
working environment, recruitment, etc. People, as a vital tool for any organization, should be
chosen by specific characteristics, compensated if needed, trained and acknowledged with a
work, evaluated by performance standards and so on. Directing, which defines
leading/motivating, and controlling closes this circle of managerial functions. Even if staffing
relates to managerial function, this process tends to be more operative one. One of the operative
processes include procurement which deals with present and future vacancies of an
organization. Development of the workforce is vital for an organization’s growth;
compensation works with pay systems and payrolls; maintenance process is concerned on
retention of efficient employees by developing healthy environment in a workplace and last but
not least is integration operative process that consists of maintaining good and morale
relationships between employees from different levels. Managerial and operative processes
have similarities and connectedness that cannot exist separately.®® However, these functions
also have a number of drawbacks as structured, semi-structured and unstructured operative
function.” The HR structured function is related to the automated administrative HRIS tasks,
on the contrary is unstructured one and semi-structured is partly computerized. Nonetheless,
HRIS needs human beings for evaluation decision-making processes.”’ To conclude, strategic
decision-making splits to managerial and operative processes with structured, semi-structured

and unstructured data and plays a crucial role in HR.

1.2.4 Analytics as a new tool for HR

As it was mentioned before the term HR metrics were developed around 1980s and have
experienced remarkable evolution.” The first-time business analytics were mentioned are from
DSS tools that became known during 1960s to 1970s by executive information systems and
online analytical processing. Afterwards to 1990s, data warehousing and business intelligence
occurred in the arena of analytics.”> HR analytics is a way of communicating by mixing data
from various sources; one of greatest features of HR analytics is casting a light on a specific
situation and predicting the future.”* According to Bassi, HR analytics varies from the very base

of HR metrics to predictive HR to enhance the performance of workforce, decision-making
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processes by using different techniques and measuring human capital.” The core of analytics
is people and how they perceive the environment and strive to draw out needed valuable data
with the knowledge how to utilize it.”

When using analytical tools, it is often not focused on preferable business outcomes, but
on tools and data which is preliminary.”” For this reason, rather than maintaining new methods
it is necessary to focus on another new type of attitude and specter for HRM to transform and
expand its performance in organizations. HR analytics is often used to measure turnover or
attrition and the main reason for that is because this type of data is easy to get in the HR database
and is comparably easy to analyze.”® Generally speaking, HR analytics is very new limited field
and is not often used with outer data in HRM decisions because analytics are generated to be
visualize tools rather than future decision-makers.”

HR analytics, practically, is utilized with metrics and reporting techniques that are pretty
simple and can expand into more complicated analytical models when the level of intelligence
increases. The basic stage of analytics often concentrates on enhancing processes that occur at
the current time by organizing and collecting data. This type of reporting is preliminary one,
doesn’t forecast and usually easy to cope with, nevertheless data scope enlarges in accelerating
way and this process becomes more complex. According to Fitz-enz, a little more developed
reporting process is measured by QIPS which include quality, innovation, productivity and
service that focuses on organizational goals and is generated by top management.’® By QIPS
reporting it is possible to show adding value precisely and compare one organization with
another in so called benchmarking. The circumstance of benchmarking can occur when it comes
to other organizations and their data collecting to make the comparison, because the quality of
data may be different.®!

Usually analytical tools are divided into descriptive, predictive and prescriptive types.
Descriptive analytics focuses on a past behavior and explores connectedness and differences
between the various groups.®> One of the features of this type of analysis is that it gives a
possibility to compare trends over the historical data and often aims on enhancing processes or
reducing prices. There are many tools that can cope with descriptive analytics as OLAP
reporting, basic data mining or data visualization. On the contrary, predictive analytics

concentrates on a future leaning on the past and current data calculating probability and possible
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changes.® In accordance with Fitz-enz, four things lie under forecasting the future that are
attributed to recognize the patterns of past and current facts, what are the trends hiding behind
them, availability to analyze the sequence of these events and have the ability to indicate the
probability of specific thing in the future.®* Statistics and data mining with diverse algorithms
are one of helpful tools for predicting the future events.®* Last but not least is prescriptive
analytics that aims on ways of decision making and optimizing the workforce.** One of brightest
examples of this analysis is attrition that focuses on probability of an employee giving up on a
position. Usually this type of analysis is made by simulations and mathematical programming®’
and gives the overview from now to future.®

All in all, meantime there are six major methods used in HR analytics. First and foremost
are human capital facts that aims on measuring and controlling key performance indicators of
workforce. Next method consists of adapting transformations in business environment to the
employees that is made by talent supply chain. Predicting the employee turnover and retention
is used also as HR analytics feature and called talent value model. Organizations also use HR
analytics for forecasting the workforce to measure the size of it and lay off or hire people if
necessary. Analytical HR is one of these six methods that aims on individuals and their
necessity for attention and performance. And the last one is analysis of human-capital
investment and focuses on what actions to implement that can have the serious impact on the
organization. However, many organizations still are stick to traditional HRM with Excel sheets
for simple analytics, nevertheless it depends on the scope of an organization and investments
in technological sector.*

HR analytics is constructed on the same principles as the rest of business analytics and
is based on high quality of data, direction of the enterprise, analytical guidance, analysts and
strategic goals.”® HR analytics processes are relatively new field and not fully covered. Human
Capital Management for 21st century (HCM:21) is a strategy generated for systematization and
comprehensive analysis of data. The model of HCM:21 is composed of four elements that are
scan, plan, produce and predict. Scanning, as the first element, requires strategical investigation
of external and internal environment of organizational targets. Thus, it is vital to compare the
results with the existing capitals as employees, structural capital which includes equity of an

organization and relational resources and enhancement of it. Scanning is a base for the next
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element as planning that contains of capability, engagement and development. Capability
planning separates the workforce by essential ground for the organization to survive in a market,
operational importance and its usage to accomplish specific goals, uniqueness to be diverse and
competitive in a market and flexible for changes. As a consequence, to achieve success in
capability planning, it is essential to measure the performance of employees and highlight the
greatest, provide with training and development course, examine the outcome and make sure
that things move by established plan. Afterwards, producing takes the baton and relates to
optimization and delivery integration that are focused on enhancing productivity of different
processes in HR services. Last but not least is predicting element focusing on strategy,
operations and primary indicators that help to forecast future events and make comprehensive
analytics with these four elements.”! HCM:21 is a complex framework for HR analytics and
gives an overview of diverse conditions of utilizing it.

HR analytics can be organized by different ways and diverse analytic experts.”? Specific
areas can be covered by external analysts and give deep understanding for them, however, may
not be related to broader scope of HRM as well as internal analysts from other departments of
an organization may have particular views on different aspects, but not in-depth understanding
of HRM department. Nevertheless, organizations usually lean towards third-party companies
that are professionals in HR analytics field.”

According to Levenson, HR should enable HR analytics inside the HR department in an
organization, due to the fact that there are many challenges occurring in a need for external and
internal analysts. HR analytics center of expertise (HR-ACE) is a proposal of Levenson to
develop or enhance analytical competence of HR practitioners.”* Gale argues that HR-ACE
should be ready to put a break on several analyses that are high demanded for accomplishing
the needs of HR department. Moreover, internal HR data is not enough and it is vital that other
departments, external consulting agencies and academic resources share analytical data with
HR department in order to make accurate analysis for specific purpose. All the HR practitioners
should have an understanding of HR analytics, but it can be as proficient as in HR-ACE.
Nonetheless, it is complicated to manage and create many circumstances to have a rapid success
in HR analytics.” On the other side of a coin, it can be noted that when the need in HR analytics

progresses, the interest and connectedness with other departments matures.”® Moreover, only
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organizations with cross functional data will lead the new business arena with high tech
technology sector and this is due to diverse sources from where data comes from.”’

In this day and age, there is a lack of professionals in analytical fields and it is extremely
hard to find ones. HR analysts should have not only knowledge how to extract and analyze the
data, but also have strong communication skills.”® In reality, HR professionals have made a
decision to be a part of HR career in order to avoid quantitative side of an organization.”
Nevertheless, the studies have found out that year by year key competences of HR practitioners
come to enhancing technology, information and HR analytics, thus have great effect on
organization’s performance.'® HR analytics transforms people data into valuable analysis using
different tools and has different challenges as for example scarce of skilled employees.

Nevertheless, this field is relatively new and is not covered fully yet.

1.2.5 Challenges and opportunities of Human Resources Analytics

Many challenges occur in HR analytics due to the fact that this field is not fully covered
yet by academic researches, despite that there is a place for promising opportunities due to the
fact that organizations operating in data-based environment have higher rate of performance
and there is a positive competitive advantage in comparability with other organizations.!!
However, one of the main challenges of HR analytics is data that is expanding in an exponential
manner and is complicated to gather and handle as it was mentioned in previously. Even if
organizations will take a risk and calculate and control everything that is broad, there is no
warranty that the data will be accurate and useful for further actions. Additionally, it is vital to
note that organization have a fixed data only for usage of particular department, thus it is unable
to share it for complete picture of a situation for analysis.'”> Another challenge for HR analytics
is operations, because this field is not only about gathering data but also utilizing it in order to
receive results shaping an organization overall. In case to take meaningful advantage of reports
made by HR analytics it is vital to note that only usage of numbers might be hard to focus and
read, or in a worst case- not useful at all.'® However, reports that are made by the help of data
and analytical tools don’t always follow up with immediate changes in organizational actions.!*

According to Castellano, argues that HR analytics is not replacing natural thinking of human
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being, but implementing a silver lining between a human thinking and analytics. It is vital to
understand that it is hardly possible to replace qualitative side of HR department as interviews
and this side should be a supplemental part for rough data. Thus, there should be the right
balance between measuring and managing diverse types of information and often it is not the
same operation. Even if HR analytics mostly focuses on forecasting the future, it doesn’t ensure
that the past is a right tool for future analysis.!® Besides that, it can be noted that the way of
data presentation straightly affect the decision-making operations of an organization, thus it is
vital not only to analyze the data but also have the availability by these reports to catch an eye
of other representatives in an internal and external environment of a particular group.'* Equally
important challenge for HR analytics is workforce, development and training of HR
professionals in a way how trends are changing, and the major challenge for it can be large
expenses for either finding skilled employees or enhancing existing workforce.!”” Moving
forward, the challenge to adopt HR analytics roughly depend on organizational culture that can
vary from intuitional decision-making to rational and prudent approach for a specific problem
or question.!®® Last but not least challenge is data transparency and privacy of employee’s
personal data that should be protected.!® There is a significant risk in utilizing diverse data and
sources in order to make specific analysis and not take into consideration personal data usage
regulations that can be not appropriate for existing law which can lead to heavy punishments
from the government.''® HR analytics has challenges to overcome and long road to do so, but
the opportunities are promising to enhance organizational performance and competitive
advantage.

The literature review has given an outlook of Human resource management from the
beginning and to the era of digitalization as data-driven HRM and HR analytics. First and
foremost, the author gave an overview of the evolution of HRM and how it has changed in its
prosperity period. HR and SHRM evolution developed from playing administrative role to
developing and training human capital; then involved strategy and afterwards HR and SHRM
are vital parts of business strategy overall.!'! There were many arguments about data-driven
HRM processes in literature review. According to Boudreu & Ramstad, new and data-driven
HRM is based on data, decision-making and metrics. Nonetheless, an obstacle can be receiving

specific data which is not correct or unstructured, historical or worthless that can cause
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difficulties in using such data and connect it with business activities.!'? Tools for data-driven
HRM are used to accomplish and achieve organizations strategical goals'® !4, however these
tools cannot function separately. Moreover, Big Data was mentioned and in data-driven HRM
it has its own impact. HRM should have a shift in strategy, in order to gain competitive
advantage with Big Data. Throughout the literature review, it is important to note that every
organization should choose the tools for analytics leaning on their demands and needs due to
the fact that different organizations follow diverse strategies that need correct approaches.!'

As HR analytics is relatively new field comparing to HRIS, it can be noted from a
literature that the rate of interest and researches in this field have increased and in mature
organizations it brings to connectedness between the departments. These undoubtedly have a
major impact on competitive advantage and performance of an organization.''® ''” Nevertheless,
human capital experience lack of professionals in analytical fields, due to the fact that many of
HR practitioners have made a decision to be a part of HR career in order to avoid quantitative
side of an organization.!'®* Many challenges occur in adopting HR analytics as: huge amount of
data that cannot be shared depending on a department; operations and reporting with the
meaningful outcome; workforce in this field is complicated to find as it was mentioned before;
organizational culture that influence adopting HR analytics and privacy of data.

In summary, it can be said that HR analytics has shed a light to the use of analytical
tools in order to achieve goals of an organization and still needs further researches due to the
fact that it is still not covered. As a conclusion, throughout the literature review HR analytics
has more advanced tools, however, it has challenges requiring more sophisticated knowledge

and effort.
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2. ANALYTICAL PART ON HUMAN RESOURCES ANALYTICS AS
ONE OF THE MAIN TRENDS IN HUMAN RESOURCES

According to Deloitte,!!? in 2017 there was a tremendous change in Human Resources
transforming it within and out. Due to technological changes and rise, doubtlessly there is a
need in changes of how organizations perform.

Percentage of total responses

Organization of the future
Careers and learning
Talent acquisition
Employee experience
Performance management
Leadersip
Digial e
people nalyics
Diversity and inclusion
The augmented workforce

Robotics, cognitive computing, and Al 60% 40%
. Not/somewhat important . Important/very important

Figure 2.1 Top 2017 global trends in Human Resources listed by importance (percentage of
businesses)!'2°

In the Figure 2.1, top eleven trends 2017 are represented. Organization of the future,
careers and learning and talent acquisition stand as three top trends sorted by importance in a
global context. Additionally, as HR analytics (People analytics) is an emerging and new field
it is on the eighth place accelerating in a better way. The author explores more precisely HR
analytics trend due to the fact that there is a main interest for it in the paper.

In 2014, world made a major shift in investment for growth and development of
workforce due to the steadiness of economic sector worldwide. Businesses realized that the
workforce at that time has transformed and the demand for new skills has risen. Twenty-first
century is yet has come with new challenges that are global and interconnected. High-rate
performances were attributed to organizations following global HR trends and implementing

them on their strategies. Technological sector and population worldwide have grown and left
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marks on workforce of organizations which have transformed significantly. HR analytics
became one of the top ten trends in Human Capital according to Deloitte report in 2014. At that
time HR analytics slowly started to keep pace with Big Data, however, HR sector lagged behind
other business sectors who utilized analytics more efficiently and professionally.'?! Globally 86
percent of organizations had reported that HR analytics experience non-capability in usage. The
rest 14 percent of organizations applied these capabilities to their systems and around 60 percent
of overall surveyed organizations were disoriented in HR analytics in a way of conducting
worthless decision-making processes. Notwithstanding, 57 percent of organizations’ have
invested in HR analytics, that is more than a half in a global context.!?> Even if organizations
expressed the significance and need for HR analytics, they were not ready to cope with the
upcoming challenges. The surprising factor was that large competitive nations like Japan,
United Kingdom and Germany reported that they are not sure about their readiness too.'?
World became technologically savvy that enabled employees all over the globe be unite
and mobile for the human capital market. Information transparency almost of any organization
can be known through the Internet, giving the possibility for people to discover about it before
sending a resume. The war of and for talents became a buzzword in a global market. New
ambitious generation differs of the previous one and demands larger opportunities and growth
in their career path. To meet these requirements, organizations should be flexible and
innovative. In 2015, as well as in 2014, organizations prioritized their ability engaging, leading
and developing the workforce in Human Resources, however, non-capability has risen. The
investment rate in Human Resources has increased steadily in 2014 for four percent due to
technological development. Despite the increase in investment for HR technology, there was
not a significant change in results due to the new challenges that are not capable to manage
because HR should modify their processes and to gain competitive advantage of technology. In
2015, HR analytics still had very small shift in capability usage. Around 35 percent of
organizations globally reported that they were not actively developing HR analytics that has
decreased approximately to two percent comparing to 2014. The importance of HR analytics
decreased from 78 percent in previous year to 75 percent in 2015, nevertheless, the usage of
HR analytics was 8 percent (7 percent in 2014) throughout the year 2015.124!25 Even if the
organizations have adopted HR analytics and related features, it wouldn’t show the highest ROI

right away, it would take time, expenses and courage to progress. All in all, there was not a
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huge progress in 2015 comparing to 2014 in HR analytics.!? The following figure 2.2
summarizes factors that had a major impact on the growth of HR analytics and somehow

hindered the progress of it throughout 2014 to 2015 in a global context.
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Figure 2.2 Outlook on factors influenced the progress of Human Resources Analytics during
the years 2014-15 (percentage of businesses) *

* Source: Figure made by the author based on Global Human Capital Trends created by
Deloitte in 2014-15'27/128

Despite of neutral progress of HR analytics during the previous years, 2016 started
strengthen its position around the globe and had a major impact on the secondary data collected.
Organizational design became the most demanded trend in 2016 by transforming structures of
organizations to teams-oriented. However, HR analytics was still in top ten trends as it was
mentioned before in 2014. There were advances of organizations perceiving HR analytics as an
important tool to pay attention, it has risen to 77 percent that is a little bit more. However, this
result was significant due to the fact that the percentage of importance of HR analytics dropped
significantly during 2015. Good news is that organizations changed the direction of
implementing HR analytics in a way of mixing diverse teams and attempting to play strategic
role as well. In 2016, around 50 percent, that means half of organizations globally, reported that

implemented HR programs had an impact on their businesses that is approximately to ten
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percent more than in 2015. Additionally, 44 percent of these organizations utilized HR analytics
tools for forecasting business performance which had a dramatic rise comparing to 2015. The
main trend that occurred in HR analytics in 2016 is that organizations began to use external
data in their analysis to forecast future trends in diverse fields of Human resources.'?’

HR analytics gave a progressive outcome in 2016 in many business areas. Organizations
realized that they are able to control and analyze performance and recruiting. For example,
insurance companies can indicate with HR analytics which requirements for a position are no
longer needed according to top sales people who are performing better than who had these
requirements, but low level of performance. Advanced technology companies developed a
model that use predictive analytics to find out which candidates for a future position can have
a danger of being “toxic employees” and have a capability to indicate and reduce the amount
of them. This model also saves time of HR practitioners during the interviews. With HR
analytics, organizations enhanced their productivity by analyzing the time of employees spent
on specific tasks, for comparisons of productivity levels of employees and to be prepared for
the absences by predicting models. As the high-performing employees are valuable these days,
some organizations are using retention by analyzing and predicting when there is a threat that
an employee will leave a position. Moreover, HR analytics is used to discover and analyze risks
of inappropriate behavior of an employee. Even culture of an organization can be transformed
by HR analytics which can be available by analyzing the external sources in the market about
specific company.'*® Due to the rapid improvements and increasing competitive advantage,
approximately 40 percent of organizations plan or already have done transformation of their
HR systems to HR analytics.!*! The lack of skills is becoming a period of transition due to the
fact that there is a steady rise of HR analytics professionals.!*> However, HR analytics still has

a long road to develop, because some organizations are still weak implementing analytical tools.

The following Figure 2.3 was made by the author according to the data presented by
Deloitte'** and summarizes factors that had a major impact on the growth of HR analytics

throughout 2015 to 2016 in a global context.
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Figure 2.3 Outlook on factors influenced the progress of Human Resources Analytics during
the years 2015-16 (percentage of businesses) *

* Source: Figure made by the author based on Global Human Capital Trends created by
Deloitte in 2015-16 34/13

It can be clearly seen that the year 2016 had a dramatic progress in a way of developing
predictive models which has increased twice and impacted the business performance by fifteen
percent more than the previous year. Importance of HR analytics slightly changed, however,
the readiness for HR analytics significantly progressed to 32 %. Moreover, 51 percent
organizations reported that HR analytics began to play a vital part in a business impact.
Doubtless, by these results, it can be said that HR analytics has started a fierce fight for a place
under the sun.

Previous years were full of investment in HR analytics worldwide and finally it started
to be more profitably pursued in 2017. HR analytics focuses not only in HR, but already is

perceived as a business function in organizations.!'*¢
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Figure 2.4 Percentage of respondents rating HR analytics trend “important” or “very
important” in 201737

In the Figure 2.413% above it can be seen the global perspective of HR analytics by the
country in 2017. Top 3 of countries as Brazil, India and China rated HR analytics as highly
important in their organizations, while Central & Eastern Europe countries had lower
percentage of the importance in HR analytics, however, Nordic countries with Western Europe
still rated this trend very positively. Nevertheless, the data quality in HR analytics struggles
challenges, thus organizations need to keep the data in an appropriate way implementing
privacy and other related policies.!?® In 2017, there were several shifts in direction of HR
analytics and the main one was that HR analytics focuses not only on employees, but on other
business functions as well.

As the Nordic countries in Europe rated that HR analytics is highly important, the author
decided to have a look on the situation in Finland, Norway, Sweden, Iceland and Denmark. The
following figure from Nordic HR study 2017'% represents current trends and its relevance in

the next few years.
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Figure 2.5 Trends relevance in Nordic countries in the next years starting from 2017
(percentage of businesses)'!

As the figure 2.5 above shows, organizations in Nordic countries reported that HR
analytics trend is already relevant with 56,5 percent and predictive analytics slightly less. In
future 1-4 years, it is reported that this trend will be relevant still. That’s good news from
European perspective.

There are several reasons why European organizations adopt HR analytics. The

following figure presented by Workforce Analytics Summit 2015'*? describes the main reasons

of HR analytics adoption.

Increase efficiency of HR processes _ 73%

Analyze key indicators’ effect on business .
outcomes _ 59%

Analyze possible future challenges - 51%
Develop more deliberate HR Strategy l l l . 46%
Talent attraction & retention purposes - 30%

Saw a general growing interest and did not .
want to fall behid the competition in 16%

Extend well-delivered analytics capabilities in - .
non-HR units to HR 1ux
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Figure 2.6 Reasons to adopt HR analytics in European organizations (percentage of
businesses) '+

73 percent of organizations reported that HR analytics first of all helps to increase
productivity of HR processes and is a main driver to implement this tool in HR. In addition,
around 50 percent of organizations rated usage of predictive analytics to indicate future
challenges and to transform their businesses more focused on HR strategy. Talent acquisition
and retention don’t stand behind as well and some organizations take advantage from analytical
tools to do such analysis. However, some organizations adopted HR analytics due to the general
interest and not lagging behind of all competitors.

The adoption of HR analytics requires large investments and in 2015 European
organizations reported their future plans related to HR analytics.!* The Figure 7 gives the
outlook that describes organizations’ plans in investing to HR analytics. Two main
controversial indicators that have almost similar percentages is that investment will remain the
same or will increase steadily. Main focus of investments is to enhance and develop skills and

systems.

36.7% It will remain the same

5.8% We do not have HR analytics
nvestement planned

36.7% It will increase moderately

Figure 2.7 European investment plan 2015 in HR analytics (percentage of businesses)'*

In addition, the budget allocated for HR analytics adoption is separated similarly to the
Figure 2.7. The investment in HR analytics, represented in Figure 2.8, vary from no investment
at all to 1 million Euro in European organizations. More concretely, majority of organizations
(42 percent) invested in HR analytics less than 50,000 Euro or 32 percent of them haven’t
allocated budget for analytics at all.

143 The State of Workforce Analytics in Europe 2015; Authors: Iris Kassim, Mihaly Nagy; Research underwriter IBM Smarter Workforce, 7
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Figure 2.8 Budget allocated in 2017 for HR analytics adoption (percentage of businesses)'4

However, the situation in Middle East is not the same, because organizations are
relatively young and have grown dramatically in the last 10-15 years. Due to this, organizations
are also open to new tools and strive to keep pace with new trends. As it was shown in the
Figure 4, Middle East rated HR analytics trend important for 78 percent in 2017. Additionally,
there is a significant difference in HR analytics if organizations are international. The Figure

2.9 focuses on the investment plan in Middle East.'¥?

40
35
30

25

20
15
10
19 I
09
L.

w

o

Significant  Decrease Increase Significant Not Don't
decrease  (by 1- 5%) change (by 1- 5%) increase applicable know
(by more (by more
than 5%) than 5%)

Figure 2.9 Middle East investment plan 2015 in HR analytics (percentage of businesses)!4®

As it is seen from the Figure 2109, investment in HR analytics development is going to
increase or stay stable. One of the large percentage as 34,9 percent expect no change in this
field, however, summing up there is around 36,8 percent is going to increase or significantly

increase investments by 5 percent or more in HR analytics. Nevertheless, organizations move
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slowly in filling the capability gaps. Emerging trend as HR analytics have created many

challenges in Middle East related to processes, reporting functions and training.
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Figure 2.10 Popular HR metrics used in Middle East (percentage of businesses)'*

Despite what was written before, rapid growth in Middle East create opportunities for
organizations to adopt HR analytics. There are several metrics used in Middle East
organizations adopting HR analytics represented in the Figure 2.10.!*° Thus, most popular and
frequently used metrics is attrition, turnover and recruitment analysis. That’s a key indicator to
show that Middle East is not lagging behind the rest of the world and enhances its HR analytics.

The situation by importance of HR analytics in Asian countries was rated on the highest

level as 85 percent. The Figure 2.11'%! focuses on the investment plan in Hong Kong, Singapore

and Malaysia.
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Figure 2.11 Asia investment plan 2015 in HR analytics (percentage of businesses)'>

As it is seen from the Figure 2.11, investment in HR analytics development is going to
increase as was rated by 24,3 percent of organizations. However, majority of organizations
(40,2 percent) plan no change in investment. Last but not least, organizations have no decrease
in investment, that is a very positive indicator.

To conclude, HR analytics is gaining speed and stood in 2017 in top ten trends in a
global context. World became technologically savvy that enabled employees all over the globe
be unite and mobile for the human capital market. Information transparency almost of any
organization can be known through the Internet, giving the possibility for people to discover
about it before sending a resume. The war of and for talents became a buzzword in a global
market. New ambitious generation differs of the previous one and demands larger opportunities
and growth in their career path. Throughout 2014 to 2017, HR analytics made a major shift and
gained popularity in organizations. Additionally, previous years were full of investment in HR
analytics worldwide and finally it started to be more profitably pursued in 2017. Doubtless, by
the results provided above, it can be said that HR analytics has started a fierce fight for a place

under the sun.
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3. EMPIRICAL RESEARCH ON EUROPEAN ORGANIZATIONS
MATURITY IN HUMAN RESOURCES ANALYTICS

3.1 Methodology

The purpose of research aims at providing analysis of the European organization’s
maturity in HR analytics. The current situation of HR analytics is not yet developed in all
organizations and is still slow in adopting due to different challenges. The author has chosen
an explanatory approach for the empirical research by using a qualitative method. The reason
of choosing explanatory approach is the intention of the author to discover insights to HR
analytics that has not been covered fully. Qualitative research was chosen by the author, due to
the fact that quantitative data is complicated to reach and conduct in HR analytics because it
doesn’t match with privacy regulations stated by the government. Therefore, the main
advantage of implementing qualitative research in this paper is that this type of research is a
good method to receive needed data. In this study, non-probability sampling method and type
of convenience sampling was implemented, because this technique is applicable in a way that
interviewees were chosen due to their approachability and the research cannot be generalized.
The main disadvantage of this technique is that all HR practitioners in Europe were not covered
and the research is not able to be related to the whole Europe’s maturity in HR analytics. The
author arranged four interviews with HR practitioners from Europe with the average experience
3-5 years in large and mid-sized enterprises operating in outsourcing services. Interviews with
HR practitioners were made through social networks. The interviewees and organizations are
represented in Appendix 1, however, to ensure anonymity of interviewees, this is not shown in

the results section and this was done in order to equalize the data collected.

Data collection and analysis

Data collection consists of detailed semi-structured interviews in order to receive
necessary data. The HR practitioners were from similar organizations who had basic or
advanced knowledge of HR analytics. Semi-structured interviews were helpful in order to
accomplish this explanatory study and due to the fact that this field is still relatively new, it was
useful to use certainly this type of interview. These interviews consisted of questions about the
common perception and understanding of HR analytics idea and model, including the need into
such type of analysis, tools, or either enhancing existing use of HR analytics in their
organizations and their outlook for future development of HR analytics. All interviews were
managed by social networking, Face-time, audio calls and the author during these discussions
has taken notes and afterward ensured the validity of the conversations. In addition, the main

difficulty of conducted semi-structured interviews was its time consuming and due to the in-
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depth discussions, the interviews were not made from the first shot or not discussed fully. After
the interviews have taken place, received information of qualitative data was converted into the
structured analysis of the results. The author was attentive in order to ask precise questions and
control if the answer is changing the direction or not. Research questions (Appendix 2) that
were asked in the interviews were the vital part of data collection.

A complicated part of qualitative research is unstructured data that was analyzed in large
amounts. It was a challenge for the author to extract meaningful data from answers. As it was
mentioned before, the interviews were written down during the conversation and afterward
overview of collected data took place. The answers that were received have been sent back to
the interviewee to ensure that everything is in order and not missed or misspelled. To analyze
the interview data, the author decided that the best approach is cross-case analysis. This
approach was suitable due to the fact that analysis was conducted more than once. By this, the
author means, that the aim of the analysis was to analyze each answer separately and then all

the answers to the same question were compared and put into “Results” chapter.

Research limitations

There are several research limitations that affected the quantity and quality of the study.
Main limitation lies in the fact that interviewed HR practitioners were not representatives of the
whole Europe. By this, the research that was conducted cannot be responsible that every
organization has the same experience and knowledge in HR analytics as HR practitioners who
has participated in the research. Following research limitation is related to the other HR
practitioners who have diverse information and knowledge to include in addition in order to
bring new insights from their own perspective. One more limitation was the confidentiality of
the internal information that was not available to be shared by the interviewee, due to this fact,
questions were more general and not specialized exactly in one organization or field. To

conclude, a major limitation was time that was not enough to gather more data.

3.2 Results on the perception of Human Resources Analytics of interviewees in

organizations

In this chapter, the results from the interviews are represented in order to follow the
main interest of the research.
“Are you familiar with the HR analytics in your organization? Please, provide me with

your general understanding of it.”
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Results of this research question have concluded that HR practitioners are familiar with
the term of HR analytics. Nevertheless, there were differences in an experience and knowledge
about this sphere from the interviewees. Some of them were aware not only about theoretical
part of HR analytics, but also a practical one.

“I’'m familiar with lots of terms related to HR, however, HR analytics is complex and
complicated for myself. I have basic understanding about historical data, predicting by
analytics, even though haven’t practiced this feature yet. I assume that if an organization uses
HR analytics, it speaks about its maturity level. From my point of view, HR analytics helps to
calculate the turnover rate, what will be with it after some time and what to do to decrease its
level” (Interviewee 3)

“My personal understanding of HR analytics is that with HR analytics tool you can
manage so many things. It is HR and analytics combined. With this explosive mixture,
organization can get a deeper understanding of its human capital, especially it refers to large
organizations, where is a large number of workforce, thus a lot of data. For me HR analytics is
something still not researched very well, but exciting.” (Interviewee 1)

“Well, HR analytics is something new and fresh in Human Resources arena. It is focused
both on a past and future clinging the present together by reporting. Analytics by itself get the
answers from large amounts of data, so I think, it is all about enhancing the company’s
workforce, as well as external and internal environment. I know that with HR analytics you can
do lots of analysis if you certainly know how, when and where to use it. Before making any
type of analysis, it should be checked that there is a precise goal/problem which should be
achieved/solved.” (Interviewee 2)

“I can say that for me HR analytics is completely different field of HR, for example it
can deal even with predicting whether an employee will quit a job in a near future or not. So,
you have all the cards in your hand to prevent it, because it is a good employee and you don’t
want to lose him/her. But, anyways, it is hard to manage, because for my point of view, it is not
discovered as fully as it can be.” (Interviewee 4)

“What do you think about HR analytics in organizations nowadays? Does it have any
potential to grow? Is it necessary to have this type of tool?”

The answers were very emotional and every interviewee answered in an excited way.

“We are living in 21 century and for sure HR must keep up this pace and follow new

'7’

trends!” (Interviewee 1)
As three of four interviewees were from large organizations, suggested the HR
department should follow the trends not only within the country, but also outside of it. However,

other interviewee, as being from the mid-sized organization, shared his hesitations about HR
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analytics, because the term is not deeply discovered. In spite of this, all interviewees express
the consent in the need for adopting HR analytics in organizations, because the main obstacle
it the scarce of HR analytics competences, as it was mentioned before as challenges in literature
review. Interviewee 3 shared that her choice fell into HR, because it was more about social
sciences but not into statistics and analytics. However, as it is a new field with huge career
opportunities, she won’t mind to expand her knowledge. As the discussions about the need of
HR analytics continued, the author analyzed the challenges occurring from the answers of
interviewees.

One of the challenges refers to a strategical side of HR. In order if an analytical side of
HR will develop and enhance, it can take a place of the main roles in strategic decisions of an
organization. Interviewee 1 and 4 responded as follows about these challenges.

“I don’t think that we need to prove that we are HR and we play a strategic role in a
particular organization, because we deal with things that others don’t. But anyway, sometimes
I’m coming around to an opinion that we still need to be more than we are, develop somehow,
because we have so much information with which we can change some imperfections and then
with HR analytics we can be a solid strategic partner of an organization.” (Interviewee 1)

“From my observations, it is important to say that we as HR are kind of apart from the
organization overall,  mean, we play a crucial role but we network rarely, we should do it much
more. I claim that HR should be diverse, with different solutions, not the same all the time
long.” (Interviewee 4)

Nevertheless, many men- many minds, because other interviewees had different opinion
about this issue. The opinions were contradictory about the successful adoption of HR analytics
and HR department being a strategic partner of an organization.

“HR has tough time now in a way that there are huge expenses chasing and proving its
worthiness, but old methods don’t work anymore. I cannot be sure that HR will become a main
part of strategical lever arm of an organization, because implementing HR analytics is
expensive and very complicated to find HR employees who would be interested and skilled in
rebuilding HR to the analytical way of thinking. However, HR will not disappear in the near
future, but without no action in large companies, there will be no growth.” (Interviewee 2)

“Of course, there is a possibility to adopt HR analytics elsewhere in Europe. HR is not
perceived as a strong strategic partner of an organization, even if it will have HR analytics, is
it worthwhile to invest? I mean, that HR analytics as a single tool does not bring profit and itself
is complicated to achieve a ratio of a strategic partner. It is too much expenses without concrete

warranty.” (Interviewee 3)
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The interviewees agreed anyhow about the significant need in HR analytics in
organizations’ successful future. Nevertheless, classic HRM is described in literature review as
more like a social science based on intuitional decisions and discussions with HR practitioners
brought to the opinion that HR should move from intuitive way of decision-making to scientific
based on mathematics.

“The future is now and I am not sure about my competence comparing to those who
have a degree in analytics. So, my goal is to sharpen my skills in order to know next month’s
forecast or a year and give to a boss fair, fact-based reporting of it. That’s why my opinion is
that HR will be forced to grow in that way to be more accurate.” (Interviewee 3)

By observations of the author, it can be said that, other interviewees concluded that
intuitive approach and science should have a right balance due to the fact that HR is anyway
based on an intuitive thinking mindset. Moreover, interviewees argue that science should be
implemented in HR to prove if the intuitive decision or statement is false.

“In my opinion, intuition is important as analytics in a way that it is an essential pillar
in assumptions that should be done. I assume that on intuition HR cannot go far and it cannot
affect decisions fully. Analytics helps in that case to make rational decisions. Both, analytics
and intuition, is a great combination.” (Interviewee 1)

Interviewees also pointed out that organizations should raise the value and importance
of HR analytics, because the lack of knowledge in this sphere is an obstacle for analytics to
shift from intuitive to evidence based decision-making.

“One of the biggest challenges for HR analytics is to increase importance of it in Human
Resources. Sometimes employees are not even aware about this tool, however, when everyone
will, then HR analytics will have its great prosperity period elsewhere. It will encourage HR
practitioner to expand their knowledge about new HR.” (Interviewee 2)

“What are the frequent tools and metrics used in HR analytics meantime?”’

First and foremost, interviewees determined cases for a need to use HR analytics tools.
By the answers of interviewees, the author detected several trends of using HR analytics in
organizations as: recruitment, retention, to investigate a specific need for trainings, analysis
concerned on cost and transforming organizations by predictive analytics for future tendencies.

“Most of all, we interact with retention techniques, recruitment processes, calculating a
turn-over of an organization that is a hot topic now, observe how much time and price was spent
for training an individual.” (Interviewee 2)

The results of this question show that interviewees in their organization are familiar with
the tools for HR analytics and use it more or less frequently, but balance it with the traditional

HRM and HRIS. Moreover, interviewees are working more in HR analytics with descriptive
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and perspective analytics rather than with predictive one. Nevertheless, they strive to make
steps towards these changes by forecasting future trends.

“In HR now we use it as much as we can benefit from. The only case when it is complex
in usage is forecasting future events, because there are a lot of circumstances as data worthiness
and privacy. It is vital to understand what exactly an organization wants to know in future and
this can be a difficult part, because of its approachability.” (Interviewee 1)

The answer of Interviewee 1 shows that there is a beneficial usage in making reports in
HR analytics. This can prove the digitalization of HRM in a broader context where an
organization is concerned on decreasing a cost and increasing the efficiency and revenue. As
previous answer touched a privacy topic, it should be noted that other interviewees also pointed
out on Equal Employment Opportunity (EEO) regulations. Thus, it can be said that limitation
of HR analytics as diverse regulations can hinder it to grow to what it can be.

“HR department employs people that is a huge part of any organization. we have
information about any employee and to process it in HR analytics can be in particular cases not
following the rules and regulations set by the government.” (Interviewee 3)

Interviewees shared that their organizations combine HRIS with analytics or fully
shifted to HR analytics. This means, that organizations asked in European Union, already
started to operate with HR analytics or balances between traditional system and analytical one.

“What are the obstacles impending the implementation and increasing usefulness of HR
analytics elsewhere in Europe?”

By this question, author wanted to discover what organizations do to increase the
usefulness of HR analytics and which obstacles are encountered in this process. Interviewees
expressed positive emotions about integrating HR analytics overall to HRM operations,
however, as it was covered before, there are several circumstances hindering it to become one
of the essential tools as uncertainty between classic HRM and evidence based one and privacy
regulations. Again, interviewees allocated challenges in an answer to this question.

“Human Resources is too classic in nowadays world and it is complicated to change the
mindset of all HR employees by turning their attention to metrics. I tell it due to the fact that in
many old school universities, students graduate with the knowledge of legal studies, social
sciences and of course traditional HRM, which is not enough nowadays. And then graduated
students are not capable to cope with HR analytics. I know organizations that struggle to find
skilled professionals due to expenses and lack of necessary human capital. Some of them tried
to adopt HR analytics, but failed because they were not ready to handle and organize this.”

(Interviewee 4)
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Nevertheless, interviewees expressed their consent in importance and usefulness in
integrating HR analytics in any way in order to influence decisions of an organization despite
the size.

“I concede that when I talk about HR analytics all my colleges get involved and
interested, doesn’t it mean that HR analytics is useful tool that is vital in any organization? Of
course, it is not easy though, but possible, even with circumstances. It depends on an
organizational culture and how they cope with challenges.” (Interviewee 3)

As it can be observed from the previous answers above that there is a lack of
competences in HR analytics and is considered as the main obstacle.

“My opinion is that usually people choose HR to avoid statistical and trend analysis.
They are more humanitarian people interested in labor law. Thus, you should spend additional
time and effort to get into analytics. Without motivation to do so, there is a gap in between
successful integration of HR analytics.” (Interviewee 1)

Also, HR department can recruit professionals not in the particular department as HR,
but also outside of it as IT specialists and analysts in order to strengthen HR analytics. However,
there is an argument arising from an interviewee.

“Analysts have analytical mindset, they are not HRs. Of course, it is possible to train
HR analytics, then HR overall, but, see, he/she should have analytical mindset first of all.”
(Interviewee 2)

To sum up, the author concludes that HR analytics is not integrated in every organization
due to the lack of necessary competences.

“Despite that HR analytics is facing challenges, what do you expect from it in the
future?”

Throughout the literature review and the answers that were presented above, it is clear
that HR analytics has repeated challenges. HR analytics will achieve future goals in order when
organizations, by opinions of interviewees, should expand technological sector in an
accelerating way. All of the interviewees concluded that their organizations determine to invest
more in HR analytics and expand its features, thus it represents willingness of organizations to
grow. One of the answers was interesting from the author’s perspective.

“If organizations will use HR analytics only to enhance HR, then there is no need for
that. I mean, why to adopt such an expensive tool just for HR goals without no benefit for
strategical decisions of organizations overall? Organizations should think about their strategy
and if HR analytics will help, then yes, they need it.” (Interviewee 2)

The analysis conducted by the interviews split into four main results summed up.

Organizations interviewed in Europe are familiar with tools of HR analytics, but more with
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descriptive and prescriptive than predictive analytics. Additionally, it can be noted that
organizations are more or less mature in order to adopt HR analytics on a high level, however,
have hesitations about challenges facing up. The author doesn’t take the responsibility for less
developed organizations, due to the fact that one interviewee mentioned about bad experiences
in adopting HR analytics in some European organizations. Thus, challenges listed in results as
well as in literature review have similarities such as e.g. lack of skilled workforce and intuition
based decision-making rather than evidence based. Moreover, according to the results, the
author observed a desire of HR professionals to become a strategic business partner in decision-
making processes. It was clearly seen from interviewees answers that they are craving to expand

HR analytics in a broader context.

Descriptive/Perspective
analysis
Predictive
analysis

Usage HR analytics

Need for HR analytics

Role in strategical
decision-making of organization

Expectations
for HR analytics in future Knowledge )
about HR analytics
Skilled workforce
>
High Low
Current capability

Figure 3.1 The level of readiness of HR analytics by the results of interviewees in
organizations

Figure above sums up the main conclusions of the results. The interviewees are familiar
with HR analytics; however, knowledge is more theoretical than practical of mid-sized
organizations rather than large ones. HR analytics usage is balanced with traditional HRM, but
is in advanced level with usage descriptive and prescriptive analysis more than predictive one.
The research showed that there is a significant need for HR analytics, nevertheless, HR

practitioners are not sure about their role in strategical decision-making of the organization
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overall. Last but not least, there is still lack of skilled professionals for HR analytics, anyway,

the expectations for HR analytics are highly positive.

3.3 Discussions on the level of Human Resources Analytics in interviewed organizations

and its resemblance to the literature

This section is for discussing and analyzing the results and compare with the literature.
As the main ideas from the answers were indicated and were as follows:

e Interviewees are familiar with HR analytics in their workforce and has clear
vision about it.

e Interviewees already use in their organizations HR analytics and encourage
further investments to this emerging field.

e Interviewees determine that HR analytics is a useful and important tool in
organizations.

e Adopting HR analytics causes many challenges, especially lack of needed skills.

e Expectations from HR analytics are big and promising from the interviewees
perspective.

Author analyzed each idea separately. First and foremost, interviewees showed their
knowledge about the main idea of HR analytics in their workforce. From the results of the first
question, interviewees had clear and even advanced understanding of HR analytics. The
answers of interviewees were somehow similar to each other with minor differences which can
be compared with the definitions of HR analytics in literature review. According to Fitz-enz
and Mattox, HR analytics is often used to measure turnover or attrition and the main reason for
that is because this type of data is easy to get in the HR database and is comparably easy to
analyze.'3 Nevertheless, there were differences in an experience and knowledge about this
sphere from the interviewees. Some of them were aware not only about theoretical part of HR
analytics, but also a practical one. However, interviewees didn’t share anything concerned
about the easiness of the HR analytics processes. According to Bassi, HR analytics varies from
the very base of HR metrics and traditional HR to predictive HR to enhance the performance
of workforce, decision-making processes by using different techniques and measuring human
capital.!’* Interviewees expressed the opinion that their organizations move towards advanced
tools in HR analytics and strive to balance between classic HRM. Good news was that

interviewees are not only leaning on traditional HR and trying to enhance their capabilities.

153 Fitz-enz, J. & Mattox, J. 2014. Wiley and SAS Business Series: Predictive Analytics for Human Resources. Wiley; Hoboken, New Jersey.
154 Bassi, L. (2011). Raging Debates in HR Analytics. McBassi and Company. People and Strategy. 34 (2)
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Additionally, it can be noted that one interviewee shared the opinion about the focus of HR
analytics, and concluded that it should be concerned on an organization overall not only to HR
department which was also noted by Ramussen and Ulrich as using analytical tools is often not
focused on preferable business outcomes, but on tools and data which is preliminary.'>

“Why to adopt such an expensive tool just for HR goals without no benefit for strategical
decisions of organizations overall? Organizations should think about their strategy and if HR
analytics will help, then yes, they need it.” (Interviewee 2)

Several trends of HR analytics familiar to interviewees were found in organizations as:
recruitment, retention, to investigate a specific need for trainings, analysis concerned on cost
and transforming organizations by predictive analytics for future tendencies. Interviewees in
their organization are familiar with the tools for HR analytics and use it relatively frequently,
but balance it with the traditional HRM and HRIS. Moreover, interviewees are working more
in HR analytics with descriptive and perspective analytics rather than with predictive one.
Nevertheless, they strive to make steps towards these changes by forecasting future trends. It is
clear, by analyzing literature review and data collected, descriptive analysis, that focuses on a
past behavior and explores connectedness and differences between the various groups'** and
prescriptive analytics, that aims on ways of decision making and optimizing the workforce!'s’
are much more popular in usage than predictive analytics, that concentrates on a future leaning
on the past and current data calculating probability and possible changes.!*® The answer of the
Interviewee 1 stated that to reach useful and allowed for usage data is more complicated to get
and this can hinder the active use of predictive analytics.

“The only case when it is complex in usage is forecasting future events, because there
are a lot of circumstances as data worthiness and privacy. It is vital to understand what exactly
an organization wants to know in future and this can be a difficult part, because of its
approachability.” (Interviewee 1)

All in all, organizations where interviewees operate, already use analytical tools and
applications, however, with diverse circumstances. In addition, it is vital to highlight that
organizations interviewed are more into reporting the HR data, but not all of them, large sized
organizations are focused on influencing evidence based decision-making of an organization.
Moving forward, interviewees suggested to operate internationally in order to follow the
upcoming and current trends. All interviewees expressed the consent in the need for adopting

HR analytics in organizations. By agreement of interviewees about the significance need in HR

155 Rasmussen, T. & Ulrich, D. 2015. Learning from practice: how HR analytics avoids being a management fad. Organizational Dynamics. 542: 1-7.

156 Fitz-enz, J. 2010. The new HR Analytics: Predicting the economic Value of Your Company’s Human Capital Investments. Amacom Books: New York.
157 Fitz-enz, J. & Mattox, J. 2014. Wiley and SAS Business Series: Predictive Analytics for Human Resources. Wiley; Hoboken, New Jersey.

158 Fitz-enz, J. & Mattox, J. 2014. Wiley and SAS Business Series: Predictive Analytics for Human Resources. Wiley; Hoboken, New Jersey.
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analytics, it was noted that classic HRM as more like a social science based on intuitional
decisions and discussions with HR practitioners should move HR from intuitive way of
decision-making to scientific based on mathematics. In literature review, McAfee and
Brynjolfsson wrote about the challenge in adopting HR analytics roughly dependent on
organizational culture that can vary from intuitional decision-making to rational and prudent
approach for a specific problem or question.'” Interviewees agreed on that intuitive approach
and science should have a silver ring between each other due to the fact that HR is anyway
based on an intuitive thinking mindset.

As author took notice from interviewees, there are different opinions coming to one
challenge about strategical side of HR in organizational decision-making processes.
Interviewee 1 had uncertainty about being a strategic partner of an organization, because HR is
still in its somehow infancy role and should expand their position in organizations decisions.

“We still need to be more than we are, develop somehow, because we have so much
information with which we can change some imperfections and then with HR analytics we can
be a solid strategic partner of an organization.” (Interviewee 1)

From observations of Interviewee 4, HR plays a crucial role in organizations, however,
HR should be more connected with other departments and be diverse in decision making.
Nevertheless, other interviewees had different opinion about successful adoption of HR
analytics and HR department being a strategic partner of an organization. Interviewee 3 argued
that there is no warranty to become a strong strategic partner with HR analytics, but too much
investment in it is guaranteed. In literature review, strategical point of HR was touched in a way
that it should have a shift in a strategy, in order to gain competitive advantage with Big Data.
It is important to note that every organization should choose the tools for analytics leaning on
their demands and needs due to the fact that different organizations follow diverse strategies
that need correct approaches.!*® By analyzing both sides, it can be concluded that organizations
interviewed are still in their beginning of being a strategic partner in organizations decision-
making processes and all of the interviewees do their best to have a voice in strategical decisions
of organizations.

One the main challenges in adopting HR analytics was the scarce of competences, as it
was mentioned in literature review by Watson that there is a lack of professionals in analytical
fields and it is extremely hard to find ones and HR analysts should have not only knowledge

how to extract and analyze the data, but also have strong communication skills.'! As

159 McAfee, A. & Brynjolfsson, E. 2012. Big data: the management revolution. Harward Business Review. October 2012: 60-69.
160 Fitz-enz, J. 2010. The new HR Analytics: Predicting the economic Value of Your Company’s Human Capital Investments. Amacom Books: New York.

161 Watson, H. 2011. Business analytics insight: hype or here to stay? Business Intelligence Journal. Student Edition 2015: 33-37.
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Interviewee 3 shared that she has chosen to work in HR because it was more about social
sciences but not into statistics and analytics. Interviewee 1 also agreed that HR is chosen by
practitioners to keep away from statistical and trend analysis due to the fact that they are more
humanitarian people interested in labor law. These statements correlate with the literature and
stated that HR professionals have made a decision to be a part of HR career in order to avoid
quantitative side of an organization.!*> Interviewee 2 had an interesting opinion about recruiting
professionals not in the particular department as HR, but also outside of it as IT specialists and
analysts in order to strengthen HR analytics. It was stated that for HR analytics is vital to have
analytical mindset first and train it in order to fit HR requirements. From literature review
perspective, there is a similarity between the data collected due according to Levenson HR
analytics can be organized by different ways and diverse analytic experts.'® Additionally the
argument of Interviewee 2 correlates with what was stated by Naasz that external analysts can
handle HR analytics field, but cannot correspond with the broad scope of HR. Nevertheless,
organizations usually lean towards third-party companies that are professionals in HR analytics
field.'** The third-party consultancy companies were argued by one interviewee in a way that
these companies first of all focus on their profit rather than on organizations and have tiny
possibility to give wrong directions/advices by taking a lot of money. Last but not least,
Interviewee 3 added that there is a needed interest and involvement of HR professionals in order
to expand HR analytics much faster is it was also mentioned in literature review by Ulrich &
Dulebohn as the need in HR analytics progresses, the interest and connectedness with other
departments matures.!®> To sum up, organizations interviewed are still in scarce of skilled
workforce for HR analytics and consider it as a challenge which has solution by employing
external analysts.

As it was mentioned earlier, expectations from HR analytics are big and promising from
the interviewees perspective. HR analytics will achieve future goals in order when
organizations, by opinions of interviewees, should expand and improve technological sector.
All of the interviewees concluded that their organizations determine to invest more in HR
analytics and expand its features, thus it represents willingness of organizations to grow. In
conclusion, collected data correlates with the literature review, however, have arguments as

well.

162 Ulrich, D. & Dulebohn, J. 2015. Are we there yet? What’s next for HR? Human Resource Management Review. 25: 188-204
163 Levenson, A. 2005. Harnessing the power of HR analytics. Strategic HR Review. 4, 3: 28-31.

164 Naasz, K. 2015. Advances in “big data” and analytics can unlock insights and drive HR actions. HR focus. 92, 5: 1-4.

165 Ulrich, D. & Dulebohn, J. 2015. Are we there yet? What’s next for HR? Human Resource Management Review. 25: 188-204
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The author provides organizations with recommendations that are starting or already
working with HR analytics. The following figure 3.2 gives and overview of given

recommendations.

e high quality data

¢ investment and enhancing
technological sector

e orgnazitional culture

3. Organization

2. HR e training and development
) . of basic HR analytics
praCt|t|0nerS ¢ thus, attracting investors

1. HR anlytics as a
part of University
program

¢ knowledge of statistics and
analytics

Figure 3.2 The author's model of recommendations for the research conducted

The recommendations are focused on organizations data quality that is vital to make
operations with HR analytics. Development of HR analytics in trainings can be helpful and
uncovering new competences of analytical mindset. The author suggests organizations to
develop specific trainings or courses to give the overview of basic HR analytics to employees.
This can be made in order to attract investors in a way that they will see the potential growth of
HR analytics. However, the very base of successful implementing of HR analytics is to employ
already skilled workforce, as it is a main challenge, these skills should be given in universities
as a part of HR program. Thus, graduates will have basic knowledge about statistics and HR

analytics and ready for emerging trends in their new workplace.
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CONCLUSION AND RECOMMENDATIONS

Over the last decades, HRM had dramatic changes that have brought new functions and
totally differs from the HRM in the beginning of the road. Thus, HRM concerns on the
productive utilization of a workforce for accomplishing diverse goals and aims to be one of the
main strategic business function. As the dramatic rise of technological sector, data-driven HR
faces up diverse challenges due to the quality of data and hinders the evidence based decision-
making processes. Big Data also became a new buzzword in HR, however, Big Data is large in
an enormous way and is not possible to handle by the tools previously handled the data analysis.
Nevertheless, if the organizations manage to adopt advanced specific tools and have capability
to cope with them, there is a promising growth for their competitive advantage. To gain
competitive advantage out of Big Data, strategic HRM should deal with transformation in a
strategy. Strategic decision-making splits to managerial and operative processes with
structured, semi-structured and unstructured data and plays a crucial role in HR. Afterward
comes HR analytics that transforms people data into valuable analysis using different tools and
has different challenges as for example scarce of skilled employees. Nevertheless, this field is
relatively new and is not covered fully yet. Many challenges occur in adopting HR analytics as:
huge amount of data that cannot be shared depending on a department; operations and reporting
with the meaningful outcome; workforce in this field is complicated to find as it was mentioned
before; organizational culture that influence adopting HR analytics and privacy of data.

HR analytics is gaining speed and stood in 2017 in top ten trends in a global context.
World became technologically savvy that enabled employees all over the globe be unite and
mobile for the human capital market. Information transparency almost of any organization can
be known through the Internet, giving the possibility for people to discover about it before
sending a resume. The war of and for talents became a buzzword in a global market. New
ambitious generation differs of the previous one and demands larger opportunities and growth
in their career path. Throughout 2014 to 2017, HR analytics made a major shift and gained
popularity in organizations. Additionally, previous years were full of investment in HR
analytics worldwide and finally it started to be more profitably pursued in 2017. Doubtless, by
the results provided above, it can be said that HR analytics has started a fierce fight for a place
under the sun.

The empirical research conducted that the interviewees are familiar with HR analytics;
however, knowledge is more theoretical than practical of mid-sized organizations rather than
large ones. HR analytics usage is balanced with traditional HRM but is in advanced level with

usage descriptive and prescriptive analysis more than predictive one. The research showed that

48



there is a significant need for HR analytics, nevertheless, HR practitioners are not sure about
their role in strategical decision-making of the organization overall. Last but not least, there is
still lack of skilled professionals for HR analytics, anyway, the expectations for HR analytics
are highly positive. As it was mentioned earlier, expectations from HR analytics are big and

promising from the interviewees perspective.

Recommendations

The author made recommendations to organizations starting or already working with
HR analytics. First of all, the recommendations are concerned on organizations as a whole.
Organizations should focus on the quality of data that is vital to make operations with HR
analytics. Additionally, development of HR analytics in trainings can be helpful and uncovering
new competences of analytical mindset. It is vital to enhance technological sector and culture
of an organization in order to successfully implement HR analytics and give the possibility for
the entire workforce to grow. As workforce is an important lever arm of HR analytics and any
other field, the following recommendation will be concentrated on HR practitioners. As the
research and literature review showed that there is a lack of HR professionals skilled in HR
analytics. The author suggests organizations to develop specific trainings or courses in order to
give the overview of basic HR analytics to employees. This can be made in order to attract
investors in a way that they will see the potential growth of HR analytics. Additionally,
organization can offer specific lessons to enhance the competences of HR professionals who
are operating in traditional HRIS. However, the very base of successful implementing of HR
analytics is to employ already skilled workforce, as it is a main challenge, these skills should
be given in academic institutions as a part of HR program. Thus, graduates will have basic
knowledge about statistics and HR analytics and ready for emerging trends in their new
workplace. The core of recommendations related to academic institutions are more complex

and difficult to accomplish, nevertheless, it can be a turning point in skills challenge.

Limitations of the research

Due to the fact that research was made by using qualitative method, it does not represent
all European organizations that could be more or less developed in HR analytics. Additionally,
it was complicated to find related literature that would define HR analytics in an academic way
and it was considered as an obstacle to investigate the term and field in depth. Moreover, the
research was managed only with HR professionals and it was not enough due to the fact that
there are different positions in particular organizations as line managers, IT specialists and

others. The results of the research could’ve been different if the scope and diversity of
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interviews were broader. The author agrees that the number of participated interviewees was
not enough for sufficient and consistent research results. Trustworthiness of data collected is
reliable, however, if the other practitioner was interviewed, the results could’ve been not the
same. Other limitation was about time provided for the interview in order to receive full answers
to some questions or they were shortly mentioned. In conclusion, conducted the research still

has been accomplished and answered to the main questions about HR analytics in organizations.

Recommendations for further research

As the scope of the research was made by qualitative method and was not big, the author
proposed recommendations for further research. HR analytics is an expanding field and offers
great possibilities to make a broad research with sufficient results that represent deeper analysis.
First and foremost, the author suggests to make large quantitative surveys in Europe to indicate
the maturity level of diverse sized organizations for HR analytics. Additionally, it will be useful
and efficient to conduct interviews with the analysts and IT specialist within an organization
not related to Human Resources department to make comparisons and discover other insights.
In order to achieve broader scope of the research, it’s vital to pursue all aspects of any

organizations, to discover new techniques or best practices used in HR analytics.
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APPENDICES

Appendix 1 Details about interviewees

Evolution
Gaming

Carla Bezzina- Human Resources Manager in Luga (Malta), working in the company
since May 2014.

Grigore Sala- Talent Acquisition Manager in Bucharest (Romania), working in the
company since March 2014.

Elvis Schriemer- Human Resource Information Systems Specialist in Amsterdam

(Netherlands), working since 2013.

L Lohndata

Angela Luise Gillian- Human Resources Manager in Berlin (Germany), working since

May 2014

Appendix 2 Research questions

The aim of the interview was to discover the maturity level of European organizations
for HR analytics by conducting semi-structured interviews that were made through the social
networks by Face-time and audio calls in period between 20" of April to 7" of May. The
approximate time spent on interviews was 30-40 minutes and the following questions were
asked:

o Are you familiar with the HR analytics in your organization? Please, provide me

with your general understanding of it.

e What do you think about HR analytics in organizations nowadays? Does it have any

potential to grow? Is it necessary to have this type of tool?

e What are the frequent tools and metrics used in HR analytics meantime?

e What are the obstacles impending the implementation and increasing usefulness of

HR analytics elsewhere in Europe?
e Despite that HR analytics is facing challenges, what do you expect from it in the

future?
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