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Foreword

I am always excited for the start of a new year—it is a time
of reflection for the year just past and an opportunity to
look forward to the year ahead. I am an optimistic person
by nature, so this reflective process is always filled with
promise, hoping to learn from my experiences over the
previous 12 months. I felt especially optimistic approaching
2015; my personal life is great (wife, Molly; daughters,
Regan and Maggie; and son, Aidan, are all healthy, happy,
and doing well) and the horizon for my profession has
perhaps never been brighter. After almost 20 years in the
workforce analytics and planning industry, the marketplace
was FINALLY accelerating; the discussions have moved
from whether organizations should invest in analytics to
how to optimize investments.

The industry has been on quite a journey the past few
decades. Many point to Dr. Jac Fitz-enz starting the
industry with human capital benchmarking programs and
the launch of the Saratoga Institute. This work was
enhanced through innovative consulting, benchmarking,
and technology firms across the globe. The contributors
were many, including InfoHRM (Peter Howes and Anastasia
Ellerby from Australia) and the larger professional services
firms (Mercer, Deloitte, AonHewitt, etc.) all the way to
combinations of the two (PwC/Saratoga). I believe the
growth of the industry started an initial period of
acceleration, and acceptance, as the software firms started
to get into the game. Large, global enterprise resource
planning (ERP) software firms such as PeopleSoft, SAP, and
Oracle included benchmarking, metrics, and dashboarding
capabilities into their software platforms. These
innovations, and the capable software sales teams, made



HR dashboards a must-have tool for every human resources
department.

The growth capabilities in the large ERP software
platforms also contributed to the growth of the
performance/talent management software vendor
community and the rise of cloud computing. These new
cloud-based firms such as SuccessFactors, Taleo, Kenexa,
and Cornerstone OnDemand brought new capabilities to
the marketplace. The industry started to move from HR
Metrics and benchmarks to more advanced analytics and
concepts around workforce planning. The ability to
aggregate data in the cloud across organizations brought a
whole new dimension to the analysis that could be
conducted, produced, and delivered to C-suite executives.
These were exciting times as the promise of finally linking
human capital to business results appeared to be
achievable. And it was! The industry saw leading
companies such as Capital One, The Home Depot,
Starbucks, Target, Ameriprise Financial, Avaya, and others
influencing capital decisions within their respective
organizations. It was not unusual to see many companies
presenting findings, results, and program strategies at
conferences across the globe and many companies
establishing dedicated workforce analytics and planning
centers-of-expertise (COEs).

The growth of COEs represents a significant achievement
for our industry. Organizations were recognizing the
importance of human capital analytics and workforce
planning and were willing to invest capital (human and
financial) in this capability. Many of the COEs reported
directly to chief human resources officers (CHROs) and had
direct access to the C-suite at large. HR was starting to
become more quantitative in its capabilities, with
statisticians, industrial-organizational psychologists, and
business operations executives migrating into COEs and



HR executive suites. COEs were starting to drive the
innovation expected from the technology vendor
community, pushing the boundaries of existing vendor
capabilities. And then the HR technology community had
another merger-and-acquisitions wave as the talent
management vendors were swallowed up by the ERP
vendors (SAP/SuccessFactors, Oracle/Taleo, IBM/Kenexa)
and pure-play cloud ERP firms emerged with vendors like
Workday. This consolidation of the HR technology industry
did not drive the innovation in the analytics industry—the
growth of COEs was the largest contributing factor to the
growth we are seeing in the industry today.

This brings us to today, and I am so excited and optimistic
for our industry. The growth and innovation of our industry
is now driven by practitioners—the same practitioners that
have launched and run COEs for the better part of a
decade. These practitioners have taken the next step in the
evolution of workforce analytics and planning and have
moved to predictive analytics capabilities. COEs are
harnessing the power of big data, leveraging machine
learning functionality and providing insights to business
leaders that were never before possible. In many ways,
COEs serve as the R&D function for today's HR technology
community and for their own organizations!

I was excited to be approached by Gene Pease regarding
participating in the writing of his latest book. Gene and I
are working together at Vestrics, provider of the industry's
leading predictive analytics platform. Vestrics joins the
companies I mentioned above in industry innovation and
specifically in placing predictive analytics technology in the
hands of talent professionals. Vestrics has been a thought
leader in this work, and I was excited that, with his third
book, Gene was going to formally document, and share, the
innovation taking place in today's predictive analytics
marketplace.



This book is not theory; the examples cited are real-world
experiences and examples of some of the globe's leading
companies tackling their thorniest business issues. The
examples should serve as a template for organizations
looking to analytics, a call to action for organizations
struggling with their own efforts, and a confirmation of
success for those already leading the charge.

I remain optimistic on the future of our industry—and hope
you are as excited as I am for the next chapters of learning
and growth that remain ahead.

Brian Kelly
President, Vestrics



Preface

In 2005, T went to the Masie Conference in Florida. It was
the first industry conference I had attended since we
started Capital Analytics (now Vestrics) the year before.
The conference was very interesting with presentations on
a wide variety of topics related to learning. However, there
were very few presentations at the conference related to
measuring and evaluating learning. Those that discussed
measurement focused on how to create and deploy better
surveys. Among over 100+ scheduled presentations, there
was one breakout session on the topic of the return on
investment (ROI) of training investments. Approximately 50
people showed up for the discussion, so we put our chairs
in a large oval in a banquet room. I was very excited to
participate in what I considered the most important topic of
the conference. A professor from one of the East Coast
business schools kicked off the discussion. The attendees
represented middle to senior management learning
executives from some of the world's largest and best-known
corporations, as well as representatives from many
prestigious universities. I was eager to hear from the
industry as my team had just started to apply advanced
analytics to measure training programs.

For the first 30 minutes or so, one executive after another
stated that you can't measure learning investments
because people are too complicated and organizations are
too complex. Generally, the group believed that measuring
ROI was a waste of time and had no value. We had formed
Capital Analytics knowing that statistics were being used in
many disciplines—drug trials, actuarial work, supply chain
optimization, and many others. Even marketing (which had
long been thought of as an art form) was beginning to



apply statistics to better understand the effectiveness of
their investments. What's the old saying? I knew that 50
percent of my marketing budget was wasted; I just didn't
know which 50 percent.

The discussion was hard for me to believe. And it went on
and on. I couldn't stand it any longer and meekly raised my
hand. When called upon, I stated that I strongly disagreed
with their opinions. Our scientists (from Duke University,
by the way!) were applying statistical work to learning
investments. This work was enabling us to see insights into
the investments that qualitative methods could not uncover.

You would have thought I was from Mars with the violent
reaction to my comments. The next half-hour turned into a
free-for-all of 50 against 1 (me). The argument both
discouraged and energized me. I was discouraged to learn
that the learning profession was so far behind in thinking
about how to link investments to business outcomes. It
discouraged me enough that I didn't attend another
industry conference for the next three years.

However, in spite of this beat down, I knew this work could
be done, and it energized me to show the industry that it
could be done. So we quietly stuck to the work over the
next 10 years and, along with others, helped shepherd
advanced analytics into the human capital profession. Look
at where we are a decade later. There is significant proof
that applying analytics and understanding how investments
are working significantly improves business outcomes. We
now use predictive analytics to help navigate rapidly
changing work environments. Big data allows us to capture
both structured and unstructured data and turn it into
information that enables us to make better-informed
decisions.

I have co-authored two books on how to design and deploy
advanced analytics for human capital investments. I was



fortunate to have co-authored those books with a very
talented group of experts in the field of measurement. The
books were based primarily on the work and numerous
mistakes we made, as we built on decades of previous work
in the industry and added predictive analytics into the mix.
These books focused on HOW to get started and do the
work. This new book focuses more on WHY we should be
doing the work every day.

As significant research shows, Human Resources (HR) is
playing catch-up with adopting analytics. Some of us
estimate the HR profession is about where marketing was a
decade ago regarding the use of analytics. According to
Bersin by Deloitte, only 14 percent of human resource
departments have an analytics function. This compares to
77 percent of operations departments having an analytics
function, 58 percent in sales, and 56 percent in marketing.
With all the evidence we have on the value of analytics, HR
has to do better.

There is some extraordinary work going on in organizations
where HR analytics is being practiced. In addition to
including case studies in the appendices of this book, I
have invited some practitioners to give you their thoughts
and lessons learned in their measurement journey. I am
hopeful their stories and advice will help you overcome any
obstacles you or your organization may have and inspire
you to join the HR analytics movement. If you do, I promise
you won't regret it.

Gene Pease
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Chapter 1
The Need for Measurement in a
Changing Environment

Have you ever heard of a company requiring a business
case for investing in marketing? Or having a sales force?
For that matter, what about training? Although specific
budgets require justification, you'd be hard pressed to find
a business leader who doesn't believe in developing the
company's human capital. We dream of a day that the same
will be said of measuring investments in human capital.
From our perspective, as well as that of a growing cohort of
HR and business leaders, evaluating these investments and
using that intelligence to improve them is simply common
sense. This day is coming, but for now such measurement
is still seen as a competitive advantage—or worse,
something nice to have but just not worth the trouble.

As this is my third book, written after practicing human
capital analytics for over 10 years, I've written extensively
on the justifications for measurement. For those of you who
haven't yet seen the light, I present the arguments here
again.

Analytics Give Companies a
Competitive Edge

Recent studies by Deloitte and Bain have proven that the
more advanced an organization's analytics capabilities, the
greater the margins by which they outperformed their
competitors. We'll go into more detail on these studies in
Chapter 2, but for now suffice it to say that HR analytics
can directly impact a company's bottom line. The Bain



