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ABSTRACT

This report explores and examines the topic of HR analytics in the context of business, covering
the various aspects of its role, opportunities, and hurdles . HR analytics, also known as people
analysis or talent analysis, is the application of data analysis and statistical methods to human
resources processes and data. It aims to provide insights and support decision-making in areas
such as recruitment, employee performance, talent management, and workforce planning. The
impact of HR analytics in business is crucial as it helps firms to make informed decisions
regarding their workforce. By leveraging HR analytics, organizations can discern patterns and
trends that can inform strategic decision-making and guide the implementation of initiatives. For
instance, HR analytics can enable the identification of valuable insights and trends to shape
organizational strategies and initiatives.Furthermore, HR analytics offers various opportunities
for organizations. One key opportunity is the ability to predict future outcomes based on
historical data. By analyzing past performance, organizations can develop predictive models that
forecast employee behavior, performance, and retention. This enables proactive measures to be
taken to improve workforce planning and talent management. Another opportunity is the ability
to measure the impact of HR initiatives and interventions. HR analytics allows organizations to
assess the effectiveness of programs such as training and development, performance
management, and employee engagement initiatives. By measuring outcomes and analyzing data,
organizations can optimize their HR practices and invest resources in areas that deliver the
highest return on investment. However, there are also challenges associated with using HR
analytics in business. One challenge is the availability and quality of data. HR analytics heavily
relies on accurate and comprehensive information to generate meaningful insights.

Organizations may face difficultiesin collecting relevant data or integrating data from disparate
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systems. Data privacy and security concerns also need to be addressed to ensure compliance
with regulations and protect employee information.Another challenge is the need for analytical
skills and expertise. HR professionals need to have a solid understanding of data analysis
methods and statistical techniques to effectively interpret and utilize HR analytics insights.
Developing these skills within the HR function or partnering with data analysts can be a
challenge for some organizations.Lastly, the ethical implications of HR analytics should be
considered. Data-driven decision- making can have unintended consequences, such as biases
and discrimination. It is essential for organizations to establish ethical guidelines and ensure
transparency and fairness in the use of HR analytics.In conclusion, HR analytics plays a crucial
role in helping organizations make data-driven decisions about their workforce. It offers
opportunities to predict outcomes, optimize HR practices. However, challenges like data
availability, analytical skills, and ethical considerations need to be addressed for successful
implementation. By overcoming these challenges, organizations can harness the power of HR
analytics to drive better people-related outcomes and gain a competitive advantage in the

business landscape.
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INTRODUCTION

Human resource management (HRM) is an essential function within organizations, focused on
understanding and evaluating the assessment of both employers and people who work together to
reach a business vision. Human resources considered crucial assets for any unit. Traditionally,
the HR relied on metrics and quantifiable data to analyze its performance. However, due to the
qualitative nature of many HR aspects, such as employee satisfaction and engagement, the full
impact of HR actions could not be accurately quantified. This led to a limitation in understanding
how people were affecting the organization's success.In recent years, advancements in
technology have enabled the HR function to move towards a better understanding of its impact
on organizational outcomes. Organizations now have access to large amounts of HR data, but
collecting and analyzing this data can be challenging.The 21st century has witnessed significant
growth in organizations, particularly in the service sector. With this growth, new practices and
technologies have emerged to improve organizational performance. HRM plays a pivotal part in
these organizations, as it is responsible for managing and developing the organization's
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workforce. HRM encompasses a diverse array oftools, practices, methods, values, and guidelines
that influence the conduct of both employers and employees, encouraging cooperation in pursuit
of organizational objectives for gaining a competitive edge.Recognizing the importance of HRD
(Human Resource Development) in organizations, businesses are actively adopting technologies
and practices that enhance their HR functions. While other functions in organizations had the
advantage of easily quantifiable metrics, HR was limited in this regard. However, HR is now
evolving through the adoption of HR analytics, which allows for the quantification of qualitative
HR data.Overall, HR analytics has revolutionized the HR function by providing a means to
quantify qualitative data and derive valuable insights. By leveraging HR analytics, organizations
can optimize their HR practices, enhance decision-making, and achieve a competitive advantage

inthe ever-evolving business landscape.

DEVELOPMENT

As businesses expanded around the globe, each function within the organization began
accumulating a significant amount of data. While analytics were being utilized in variousfunctions,
HR lagged behind because of challenges in gathering and analyizing HR data. In 1959, E.T.
Rennesie introduced the Resource Visual Theory, which emphasized the importance of
emphasizing the relationship between HRM and business strategy to gain a competitive advantage.
VRIO framework, which focused on valuable, rare, inimitable, and organized resources, was also
discussed but later criticized for primarily including human capitalwithout considering its ability to
create a competitive advantage.In the 1970s, there was a focus on analyzing HRM-related matters
that underscored the significance of both vertical and horizontal alignment. This highlighted the
importance of collaboration between the HR function and other departments in order to attain
organizational goals. In the 1990s, firms began recognizing the value of employees as valuable
resources in achieving organizational goals and creating a competitive advantage. Tools and
techniques were introduced in the early 2000s to evaluate the influence of HRM activities and
practices on organizational performance, methods like HRM scorecards or workforce scorecards
were introduced.In 2002, the Oakland A baseball team pioneered the use of advanced metrics,
leading to the concept of "Moneyball,” which gained significant attention in 2006. In 2009,
Google's "Project Oxygen" focused on identifying the most effective manager traits, showcasing a

significant change from traditional HR measurements to HRM analytics. Since then, HR analytics
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has garnered attention but is still evolving. Recent research on HR analytics focuses on its

utilization as a decision support tool, its capabilities, and awarenesswithin the HR field.

VARIETIES OF HR ANALYTICS
Gartner's model describes different levels of depth in HR analytics, including:

1. Descriptive: This level focuses on interpreting historical HR data to analyze and explain
results. It involves using key performan ce indicators and dash boards to provide insights
into the "what" of the data.

2. Diagnostic: The diagnostic level goes deeper into the analysis of HR data to understand
the "why" behind the results. It aims to uncover the underlying factors and relationships
that contribute to certain outcomes.

3. Predictive: At the predictive level, statistical modeling techniques are used to forecast
future trends and outcomes based on HR data. It helps answer questions about what is
likely to happen in the future.

4. Prescriptive: The prescriptive level aims to guide decision-making by using simulation
and optimization techniques. It provides evidence-based recommendations and actions

based on the analysis of HR data.

According to the HR Analytics Report by AIHR, some key findings include:
« Organizations that have reached an advanced level of analytics adoption have successfully

implemented at least one HR analytics project that demonstrated tangible business benefits.

o Poor data quality and dispersed data across multiple HR systems are common challenges
for conducting analytics.

e HRanalytical maturity is linked to HR reporting maturity.

e While some companies show a lack of capability to analyze insights as a obstacle, the

majority cite data problems as their main challenge.

In summary, HR analytics is evolving and organizations are realizing its potential impact. While
there are challenges to overcome, such as data quality and skills, the integration of analytics in

HR is growing and showing positive business outcomes.
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LITERATURE REVIEW

« According to areport by Nucleus Research in 2014, organizations experienced a return of
$13.011 for every money spent on analytics.

e A research by Lije George and T.J. Kamalannabhan in 2016 highlighted growing
popularity of business analytics, with the business analytics software market valued at $40
million worldwide and a growth rate of 6.5%.

e An article on People Matters, citing the report "Outlook on the World HR Analytics
Market, 2019-2025," projected a 12% compound annual growth rate (CAGR) for the
global HRM analytics market from 2019 to 2025.

RESEARCH METHODOLOGY
This study is predominantly a conceptual and descriptive research, relying on secondary sources

such as journals, magazines, periodicals, books, websites, and organizational records. The
secondary data used in this study encompasses the period from 2016 to 2019 and encompasses data
from both national and international levels. Rigorous analysis of the data was conducted to extract

valuable insights regarding the current role, impact and obstacles of the same.
OBJECTIVE

« Primary goal of this research is to assess importance of analytics within the human resource
function.

« The aim is to investigate the potential advantages and disadvantages related to the adoption and
use of human resource analytics.

IMPACT ON HUMANRESOURCES
HR analytics holds a crucial position in the field of human resources as it enables the HR

function to advance rapidly and make decisions based on solid evidence. By employing
analytical techniques, HR analytics collects and analyzes past data, allowing organizations to
identify both positive and negative trends. Moreover, it facilitates the evaluation of an

organization's performance relative to its competitors.

1. Employee Management: HR analytiics plays a crucial role in effectively managing the
workforce within an organization. It stores and analyzes relevant data about employees'

profiles, including their experiences, skills, and knowledge. This data is utilized in the
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hiring process, with HR analytics examining resumes and other details using various
metrics. Additionally, HR analytics helps identify the reasons behind changes in attrition
rates and maintains records of employee satisfaction, job involvement, tenure, and other
relevant information.

2. Performance Management: HR analytics provides a roadmap for evaluating employee
performance by identifying both high and low-performance indicators. It enables
organizations to assess the current performance of employees and identify areas for
improvement and development, providing insights into the "what" and "how" of
employee performance.

3. Statistical Analysis: HR analytics collects and analyzes data to conduct statistical
analysis. It integrates data to perform input-output analyses related to employees, cost-
benefit analysis, and social-networking analysis. This analytical tool assists in evaluating

employee satisfaction, performance, and plays a significant role in project planning,

resource allocation, and facilitating communication and interaction schemes. For
instance, HR analytics can help assess the risk level of attrition within the organization.

4. Development of Insightful Models: HR analytics utilizes statistical measures to leverage
data and develop models that offer valuable insights. These models assist in identifying
performance gaps and factors that impact productivity, enabling organizations to make
informed decisions.

5. Data Privacy: Maintaining data privacy is of paramount importance for organizations.
HR analytics ensures the security and confidentiality of the data it collects and stores. By
implementing appropriate security measures, HR analytics safeguards against data

manipulation and unauthorized access, providing organizations with peace of mind

PROSPECTS AND OBSTACLES IN THE UTILIZATION OF HR
ANALYTICS IN BUSINESS

A. PROSPECTS

B. Enhanced Decision Making: HR analytics provides organizations with valuable insights and
data-driven information, enabling informed decision making. By leveraging HR analytics,
organizations can make better decisions related to talent acquisition, performance management,

employee development, and workforce planning.
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B. Improved Talent Management: HR analytics allows organizations to effectively manage
their talent by identifying high-potential employees, assessing performance gaps, and
providing targeted development opportunities. It helps in talent retention, succession
planning, and creating strategies for attracting and retaining top talent.

C. Enhanced Employee Engagement: HR analytics enables organizations to gain a deeper
understanding of employee engagement by analyzing factors that contribute to job
satisfaction, motivation, and productivity. This knowledge can help design targeted
initiatives and interventions to improve employee engagement levels.

D. Proactive Risk Management: HR analytics helps organizations identify potential risks and
challenges related to workforce management. By analyzing data on turnover rates,
absenteeism, and other workforce metrics, HR analytics enables proactive measures to

mitigate risks and address emerging challenges.
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E. Increased Efficiency and Cost Savings: HR analytics allows organizations to optimize
their HR processes and practices, leading to increased efficiency and cost savings. By
analyzing workforce data, organizations can identify areas of inefficiency, streamline HR
operations, and allocate resources more effectively.

F. Strategic Alignment: HRM analytics facilitates the alignment of HR initiatives and
strategies with overall business goals. It helps organizations identify the impact of HR
practices on business outcomes and align HRM strategies with the organization's strategic
objectives.

G. Continuous Improvement: HR analytics provides a framework for continuous
improvement by monitoring key HR metrics and identifying areas for enhancement. It
allows organizations to track the effectiveness of HR interventions, evaluate the impact
of new initiatives, and make data-driven adjustments to improve HR practices.

H. Competitive Advantage: Organizations that effectively leverage HR analytics gain a
competitive advantage by leveraging data-driven insights to attract, develop, and retain
top talent. HR analytics helps organizations stay ahead of market trends, optimize

workforce performance, and make strategic decisions that contribute to their success.

HUMAN RESOURCES ANALYTICS

Competitive

Performance Advantage

Strategic Reason for Investment
Leader Attrition and actions
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CHALLENGES
This study examines the challenges encountered by organizations and their employees when

utilizing or implementing HR analytics. It acknowledges that just like any other aspect of the
universe, HR analytics has both positive opportunities and negative challenges. Opportunities
refer to the favorable scope and potential benefits that arise from utilizing HR analytics, while
challenges are the obstacles and difficulties that can impede the implementation and effective use
of this technology. By understanding and addressing these challenges, organizations can navigate
the complexities of HR analytics and maximize its potential benefits. Utilizing HR analytics in
business presents several challenges that organizations need to address. These challenges are
associated with the proper usage and implementation of HR analytics tools and processes. The
challenges of using HR analytics in business can be summarized as follows:

1. Data Quality Issues: One of the primary challenges is the quality of data. Organizations
often face difficulties in collecting, generating, and storing accurate and complete data.
Issues such as missing attributes, incorrect data, duplication, and data transfer errors can
affect the reliability and validity of HR analytics results.

2. Data Governance: Implementing HR analytics may pose challenges to data governance
practices. Data governance ensures that data is used ethically and in compliance with
legal requirements. However, the advanced data collection and interpretation techniques
employed by HR analytics tools may raise concerns regarding data governance.

3. Lack of Top Management Support: The adoption of HR analytics may encounter
resistance from top management. Traditional management processes and a reluctance to
invest in tools that collect and analyze employee-related data can hinder the support and
commitment of top management to embrace HR analytics.

4. Skill Gap: Effectively utilizing HR analytics requires a diverse set of skills, including
analytical abilities, understanding of the business and its environment, proficiency in

quantitative analysis, knowledge of psychometrics, and familiarity with relevant laws and
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regulations. A lack of these skills can impede the successful implementation of HR
analytics and compromise the accuracy and relevance of the generated insights.

Addressing these challenges requires organizations to prioritize data quality, establish robust data
governance practices, secure top management support, and invest in developing the necessary
skills among HR professionals. By overcoming these challenges, organizations can harness the
full potential of HR analytics to drive informed decision-making and optimize their human

resources strategies.

CONCLUSION

The increasing technological advancements in various industries have led businesses to adopt
HR analytics as a means to enhance business effectiveness. By effectively managing and
interpreting HR-related data, HR analytics enables organizations to derive better insights and
make informed decisions. This paper highlights the hindrance faced in the iimplementation and
use of HR analytics in business, like skill and knowledge gaps among HR professionals, data
quality issues, and data governance concerns. These challenges can hinder the support from top
management. However, despite these obstacles, HR analytics offers numerous benefits, including
gaining a edge over other, resolving HR-related problems, improving firm’s performance, and
enhancing the HR function. To address skills and knowledge gap, HR professionals can acquire
the necessary competencies through learning and development initiatives. Moreover,
organizations can ensure ethical and legal use of data by adhering to policies and norms. The
study emphasizes that although HR analytics implementation has advantages and disadvantages,
focusing on the opportunities it presents can outweigh the challenges and contribute to
significant organizational growth. Understanding the purpose of implementing HR analytics and
achieving a strong return on investment can encourage businesses to embrace HR analytics
within their HR departments. As the adoption of HR analytics increases, it will enable
organizations to obtain evidence-based results and transform traditional HR decision-making
processes into more statistical approaches. By utilizing HR analytics effectively, organizations

can experience accelerated growth in their HR practices.

28



Lingaya’s Journal of Professional Studies Vol. 14, No. 1,January-June 2020
ISSN:0975-539X

LIMITATION OF STUDY
The current study focuses on the theoretical aspects of HR analytics, primarily based on a review

of existing research. It acknowledges that limited practical understanding or empirical
investigation has been conducted to comprehensively explore the opportunities and challenges
associated with the implementation and usage of HR analytics. The research primarily delves
into the conceptual framework and theoretical concepts of HR analytics, providing insights into
its potential benefits and drawbacks based on the available literature. However, it is important to
note the study does not encompass an in-depth analysis of real-world scenarios or practical

experiences in organizations.
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