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Analytics has become a key issue in the HR world because increasing amounts of data about the people
organisations employ is being held on human resources information systems (HRIS). Potentially, this could be used
to make better data-driven decisions about HR and staffing strategy. For example, Maersk Drilling were able to
identify the critical role of leadership in their off-shore drilling teams; managers who received more positive
evaluations from their employees managed teams with lower levels of turnover and absenteeism, which resulted in
better trained teams who operated their drilling rigs more efficiently with fewer accidents and maintenance time. The
analysis led Maersk to focus more attention on selection, training and development of their key middle managerial
talent.

Despite the potential suggested by this example, few organisations have made much progress in developing
Maersk’s level of HR analytics capabilities. Our research suggests two key reasons. First, there is a lack of
understanding of analytical thinking on the part of the HR profession. Many HR professionals are motivated by an
interest in people, not data. Second, this lack of understanding is being compounded by the HR analytics industry,
which is focused on offering complex products for data management, storage and reporting, which consume large
amounts of money and time to develop, without offering the capabilities to perform more than simple strategic
analyses. Government regulation may also play a role. Maersk are headquartered in Denmark; Danish companies
are required to report annually on how people contribute to value creation. This regulatory push could help to explain
why they are one of the pioneers in the field.

Organisations don’t need expensive software or data warehouses to get started on HR analytics, an Excel
spreadsheet will do. However, in many organisations, HR analytics is seen as something that will happen once the
data warehouse has been built. Even after this happens, progress to the sort of analytics that asks the big strategic
questions about people and performance has been limited. Management information and business intelligence
professionals who operate the data warehouses do not necessarily have the skills or mind set to move from data
management, organisation and reporting to strategic analytics of the sort practised by Maersk, and they typically
have other priorities, servicing other areas of the business.
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This matters because if HR professionals don’t know and understand their data, the credibility that data brings will
reside with finance and operations management instead. It may also damage the quality of working life and
employee wellbeing, without delivering competitive advantage for organisations. MIT professor Zeynep Ton has
shown how the introduction of enterprise resource planning software led to many large retailers cutting back on their
in-store workforces to save costs. This increased insecurity and in-work poverty for many workers, a scenario we
see played out daily in headlines about zero-hours contracts. However, in the organisations Ton studied, cost-cutting
failed to have the desired effect, because sales fell too as customer service declined.

What can HR do to grasp the opportunities that analytics offers while avoiding the threat of marginalisation that it
brings? First, HR professionals need to develop an analytical mindset. What are the key business issues that people
management factors are likely to play a crucial role in? Is turnover making it hard for the business to grow? Would
the business benefit from offering more training in response to skill shortages? Is there unexplained variation in the
performance of different business units that might be down to people? Once the problem has been defined, it is
easier to start mobilising resources to use data to address the problem. The next step is to build an analytical model.
This simply means going through a process of trying to think of the causal factors that underlie the problem being
addressed. Then it is possible to identify the data needed to operationalise the model and answer the question.

After this process of model building, HR professionals need to get to grips with the more mundane issues of data
management and governance. Does the data do a good enough job of measuring the thing it is supposed to
measure? If it doesn’t, what changes need to be made to data governance to ensure that information is carefully
recorded in the future? What data from other parts of the organisation are needed to add to the HR data to do the
analysis? Will the owners of this data co-operate? The next problem is one of analytical skills and capabilities. Most
organisations do not have people with expertise in the statistical software packages, like R and Stata, necessary for
more advanced strategic analysis. Collaborations with academics may be one route to acquiring this expertise,
contracting in commercial research companies may be another.
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