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2020: People analytics’

year to shine

When we published our 2019 People Analytics Tech' study at
the very end of last year, we thought we had a strong sense
of what was coming in the next year. Like everyone else, we
were wrong.

COVID-19 and the social justice movements of 2020
dramatically changed all of our lives. As a result, business
leaders wanted to understand what was happening with their
people on a much deeper level. People analytics teams and
their technology had an unexpected opportunity to shine.

Some teams and technologies seized that opportunity. Those
who fared the best had already invested in regular employee
listening strategies, democratized data analytics products
for the broader organization, and created a flexible and
integrated tech stack.

Other teams had to perform heroic acts to get leaders

the information they needed. As the crisis of the moment
turned into the reality of the year, they began to explore new
approaches to deliver people insights at scale.

All of this brings us to now, when many people analytics
leaders are looking to 2021, beginning to contemplate new
investments, but have less time than ever to think about it.

@ RedThread Research. ©2020.

That's where this research comes in. Our goal is to help
people analytics leaders—whether you are in the more
prepared group or the heroic acts camp—prepare for next
year. Specifically, we focus on 3 questions:

* How did the vendor market change in 2020?
* What are the newest capabilities you need to know about?

*  What should you be thinking about when making (or
expanding) a people analytics tech investment?

If, after reading this study, you have further questions, please
reach out to us at hello@redthreadresearch.com.
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Study
overview

This study has the same overall goal as our 2019 study:

To make the people analytics technology market more
understandable for people analytics practitioners (PAPs) as
well as vendors.

Our overall methodology is very similar to last year, as shown
in Figure 1. We administered a robust vendor survey (May-
August) and conducted 60-90-minute vendor briefings (July-
November). We made a few additions this year, too:

1. We added a customer poll, so we could better understand
people analytics leaders' perspectives on their vendors'
offerings—this included a customer Net Promoter
Score® (NPS)

2. We asked each vendor for an opportunity to see their
sandbox environment, so we could get a better sense
of their product

We also created a robust evergreen tool, which serves as

the repository of vendor-specific information. This new tool
includes an updated RedThread assessment on every vendor
that participated in the research, customer NPS and other
customer insights (when we received enough responses),
screenshots, and case studies. That allows this report to focus
just on the overall market.

@ RedThread Research. ©2020.

Similar to last year, we began this study with a survey of

both vendors and people analytics practitioners, to better
understand what you all most wanted us to focus on. As you
can see in Figure 2, the primary areas of focus folks wanted

to know about are current and future capabilities. The biggest
difference between the two populations? Approaches to ethics
and privacy. We cover these topics in the study.

This study is a labor of love, in that it reflects a significant
time investment from everyone who participated in its
development. Before we dive in, we want to thank all of the
vendors and customers who gave their time, energy, and
expertise to make this such a robust study.

Figure 1: Methodology for People Analytics Tech Study 2020

Vendor survey & PAFOW: Preview of
customer poll, findings,
June Oct

@ @ ()

Online poll, >40 Vendor briefings,
May July-Sept

Publication of a
detailed tool &
report, Dec

Source: RedThread Research, 2020.

Figure 2: Top 3 Things People Analytics Practitioners & Vendors Want to Know about the People Analytics Tech Market

69%

64%
61%

48%

Future capabilities

Current capabilities

m People analytics practitioner

57%

45%
40%
14%

Approach to ethics and privacy  Use cases / case studies

m People analytics technology provider

Source: RedThread Research, 2020.
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Key
findings

The people analytics tech market responded to
customers’ 2020 needs. The events of 2020 required
companies to foster connectedness and keep their
employees engaged, secure, and safe. The majority of
solutions in our study reported employee engagement,
experience, and diversity, equity, inclusion, and belonging
(DEIB) as their primary areas of focus this year.

Practitioners have more choices of technology than
ever. We identified 121 people analytics technologies (PAT)
on the market today. The market overall is growing quickly,
with a 35% growth rate between 2019 and 2020, and a 55%
CAGR for the last 4 years. We estimate the overall market
value at $2 billion.

People analytics practitioners and HR teams are the
key users today. This year, 96% of vendors said people
analytics practitioners (PAPs) are their primary audience,

as compared with 77% last year. HR business partners
(HRBPs) are the next critical audience, cited as primary

by 70% of vendors. Most solutions offer targeted insights
and resources to help these 2 audiences use their solution
effectively. However, the majority of vendors anticipate that
HRBPs and people managers will be using their solutions
more frequently in the next 3 years.

@ RedThread Research. ©2020.

Many solutions are not as easy to use or user-friendly
as vendors believe them to be. For customers, ease of
use and simplicity is a big differentiator. Given the high
number of vendors who claim this is a differentiator—and
the number of customers who claim they're still seeking
it—we don't think that most vendors actually differentiate
on this capability.

New capabilities include advanced NLP, deep machine
learning, and the use of new, unstructured data.
Some of the most interesting new capabilities include
context-configurable natural language processing (NLP),
use of deep machine learning to analyze unstructured
data (e.g., voice, images, video), and the collection of that
unstructured data.

People Analytics Tech 2020
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Vendors responded to

COVID-19 & racial injustice

As we mentioned at the beginning, the twin pandemics of 2020
(COVID-19 and racial injustice) thrust people analytics onto
center stage, as business leaders attempted to understand—at
scale and with data—what was happening with their people.

Vendors responded quickly to this need. As shown in Figure 3,
the majority of vendors reported employee engagement and
employee experience (response to COVID-19 and remote work),
and diversity and inclusion (D&, response to racial injustice) as
their primary areas of focus in 2020.

While the focus on employee engagement and experience is to
be expected, we find the increased focus on D&l notable. When
we began our research on D&I technology in 2018, we had a
relatively small number of vendors focusing on D&I analytics.?
However, as the urgency around diversity, equity, inclusion, and
belonging (DEIB) has risen, so too have the number of analytics
offerings targeting this space. This is to be celebrated.

But there’s a catch. Given the sensitivity of the topic, it's extremely
difficult to get people analytics practitioners (and thus their
vendors) to talk about what they're doing on DEIB. This means
there's a slowing of the normalization of DEIB analytics and sharing
of insights on how to improve DEIB. This needs to change.

We strongly encourage practitioners and vendors to keep
focusing on how they can better provide insights to help
organizations become more diverse, equitable, inclusive, and
fostering of belonging to improve their DEIB.

@ RedThread Research. ©2020.

Figure 3: Primary Areas of Focus for Vendor Solutions

Employee engagement 67%

Employee experience 58%

D&I analysis & monitoring (including pay equity analysis) 52%

Performmance management 48%

Learning & development 42% n=47

Source: RedThread Research, 2020

“DEIB technology is enterprise software that provides insights or
alters processes or practices, at the individual or organizational
level, in support of organizations' efforts to become more diverse,

equitable, inclusive, and fostering of belonging.”

Source: Diversity & Inclusion Technology: The Rise of a Transformative Market, RedThread Research 2019.
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Vendors focused more on

people analytics practitioners

As we discuss later in this report, people analytics technologies
(PATs) can be used by many different audiences. However,
during COVID-19, vendors focused much more specifically on
people analytics practitioners (PAPSs).

As you can see in Figure 4, in 2019, 77% of vendors reported
PAPs were using their solution to a very great extent—that
number shot up to 96% in 2020. We believe the pressure for
greater data clarity also crystalized for vendors that PAPs
are their primary users—and thus almost all focused there
more heavily.

We also asked vendors the types of capabilities they offer
specifically for people analytics practitioners. Seventy-four percent
of vendors offer customized insights for PAPs, which can consist
of customized reports, analyses, etc. as either a core out-of-the-
box functionality or a competitive differentiator functionality.

However, vendors aren’t as strong at enabling action, with only
48% saying they suggest personalized actions for PAPs. Further,
just 41% of vendors offer PAP-specific collective / community
intelligence (e.g., access to forums, groups, or events). Both of
these areas present opportunity for vendors in the future.

@ RedThread Research. ©2020.

Figure 4: Current & Future End-Users, 2019 vs 2020

People analytics practitioners (PAPs)

HR business partners (HRBPs)

Broader HR team

Business & C-suite leaders

People managers

Employees

* Currently using the solution to a very great extent

Current end-users* Future end-users**

96% 64%
77% 78%

70% 72%
76% 89%
68% 73%
84% 86%

sa%

51% 79%
58% 81%

30% 69%
28% 54% 2019 n=37

2020 n=47

W2020 W2019

Source: RedThread Research, 2020.
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Customers satisfied
with PAT vendors

Vendors' efforts seem to have paid off, as shown by the overall
strong customer NPS score (see Figure 5). Of our 45 solutions in
the study, 24 had enough customer responses to calculate

an NPS.

The average customer NPS score is 67, which is considered high, Figure 5: Average Customer NPS Score
generally speaking, for the SaaS industry.® Nearly one-third of

solutions had scores higher than 70, which is exceptional.
Average NPS score

Some of the quotes from the most satisfied customers are
9 vendors scored >70

included below. @
15 vendors scored > 30

"An innovative vendor, constantly improving -100 I - N 100

the product and providing excellent customer \ } \ }
support and flexibility.” Y | \
- Large healthcare company for an employee Needs improvement (-100 - 0) Good (0 - 30) Excellent (70 - 100)

experience / engagement analysis solution

Source: RedThread Research, 2020.
“Great team with a great product, [I] think
this solution is a valuable addition for any
business.”

- Midsize financial company for a multisource
analysis solution
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“The vendor has an excellent support team
that is willing to go [the] extra mile to
accommodate customers. It is a simple tool
that does not require an IT or statistician
background to use.”

- Large healthcare company for a multisource analysis solution




The market grew quickly—but there are

fewer new vendors than before

The overall number of vendors in the market increased, but

the growth rate has slowed. In 2018, we identified 89 vendors
in the space. However, our review this year turned up even
more vendors that existed in 2018, so we have revised our 2018
number to 116. For this year, we have identified 121 vendors.
All of this shows that the number of players in the market is still
growing, but not at the same rate as before.

Even though we're seeing fewer new vendors in the market,

we still saw very strong growth in the market overall. As you

can see in Figure 6, we're estimating strong market growth for
2020, with the overall PAT market size for the year 2020 to be
around $2 billion.

Overall, we estimate the following growth rates:
*  35% anticipated 2020 growth rate (2019-2020)
+  55% CAGR for last 4 years

For close readers of our research, you'll note that the 2019
number, $1.5 billion, is lower than what we projected last year.
That's because last year's numbers were estimates, whereas this
year we received actual 2019 numbers from vendors. The 2020
numbers are based on vendors' estimated revenue, taking into
account the COVID-19 pandemic.

@ RedThread Research. ©2020.
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Figure 6: People Analytics Tech Market Growth for Last 5 Years

$2B
$1.5B
$1.3B
$696M
$551M I

2016 2017 2018 2019 2020
(estimate)

Market size

Source: RedThread Research, 2020.

[ ] [ ]
Overall market size: $2 bl I I IO n
CAGR for last 4 years: 5 5%
2019-2020 growth rate: 35%
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Solution categories

fragmenting as offerings overlap

To understand the market, we compare 2 aspects of solutions’
capabilities: usage frequency and data sources. This approach
allows us to clarify if, on the X-axis, the analysis is primarily

used for strategic organizational decisions (frequent analysis)

or informing individuals about themselves / their teams
(continuous analysis). It also helps us see, on the Y-axis, the
number of data sources integrated, which can give us a sense of
the integration complexity (see Appendix 3 for more details).

Comparing last year's and this year's studies, we notice:

+ Compressing toward the X-axis. More solutions than
before are both creating and integrating data—meaning we
have more solutions in the center of the matrix

* Moving to the right on the X-axis. More solutions are
making data continuously available and accessible to more
user types—meaning more solutions moved to the right side
of our matrix this year

+ Fragmenting of solutions categories. Last year, we were
able to clearly group solutions categories (e.g., employee
engagement / experience or workforce planning platforms)
by their location on the matrix; this year, given some of
the shifts mentioned above, we find them somewhat more
fragmented—meaning there’s more differentiation between
the solutions within a given category

@ RedThread Research. ©2020.
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What's next:
Market changes

To help you get started on translating the information above
into actionable steps for your organization, we provide 2 sets of
questions—one for practitioners and one for

vendors—for you to consider as you look to 2021.

@ RedThread Research. ©2020.

People Analytics Practitioners

If you're a PAP, here are some questions to ask your
current or potential vendor:

Audiences

In what ways do you focus on other critical (non-PAP)
audiences? How does the solution enable this?

How do you handle issues of scale, security, and
customization for these different audiences?

How do you go beyond providing insights to enabling
or encouraging action for all audiences?

What types of communities can you connect me or
other audiences with to help us further our learning?

Offerings

How did you evolve your product to respond to
COVID-19 and the social justice pandemics this year?

How are you enabling my company to understand
diversity, as well as equity, inclusion, and belonging?

Growth & Customer Satisfaction

What is your organization’s NPS score?

How quickly did your organization grow last year?
How much of that was new vs. old customers?

What is your growth plan for the next few years?

7 N

Vendors

If you're a vendor, in addition to being able to answer
the practitioner questions, here are a few questions
to consider as you look at your product roadmap and
consider how you support customers:

Audiences

«  How can you better provide insights that answer the
questions of all audiences, not just provide data / the
ability to drill into the data?

*  How might you innovate on the current offerings for
the different audiences (especially consider taking a
page from B2C data products)?

« Isyour solution the right one for the potential buyer,
given their people analytics maturity and user skill
level?

Offerings

*  What new customer needs do you foresee as they
relate to either COVID-19 or social justice? How can
your product anticipate those needs and support
customers more effectively?

Growth & Customer Satisfaction

* Inwhat ways can you enable thought partnership for
your customer, not just basic support?

*  How can you better adapt and configure to meet
different customer needs at scale?

People Analytics Tech 2020 | 14
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Vendor Capabilities



Capability differentiators:
Customers’ perspectives

This year, we asked customers what they saw as their solution's

differentiators. Here are the top capabilities they mentioned:

« Ease of use, user-friendly, simplicity, and flexibility.
Interestingly, while we highlighted these as “commodity”
differentiators or table stakes for vendors in last year’s
research, ease of use, simplicity, and flexibility are the
most frequently mentioned vendor differentiators among
customers. This implies that, despite their statements
otherwise, most vendors’ solutions are not as easy to
use, simple, and flexible as customers want. While it

might be easy to write this off as lack of end-user knowhow,

we doubt this is the case as a large percentage (29%) of

Visuals, storytelling, UI, and design. After sitting through
more than 40 vendor briefings, we can tell you that there’s
a LOT of similarity in dashboards. A few vendors are
reimagining data display and storytelling, but most aren't.
Compelling visuals, clear storytelling, easy UI, and strong
design are definitely differentiating capabilities.

Deep customer support. Lots of vendors offer SaaS, but
not all people analytics or HR teams have the capability

to manage the technology deployment and ongoing
management without support. Clarity and deep support on
the level of service offered—and the amount needed—can
be differentiating.

Figure 8: Top 5 Customer-Stated Differentiators

Ease of use, user friendly, simplicity & flexibility
Reporting and filtering capabilities
Visuals, storytelling, Ul & design
Deep customer support & professional services

Customizable

. Source: RedThread Research, 2020.
customer respondents are PAPs. This means that even the

most sophisticated users are, broadly speaking, finding the

solutions too complex or time-consuming. Some customer quotes on differentiators include:

« Reporting. Another finding from the customer poll is that a ”Comprehensive survey,'ng and reporting tool

with good support.”

large number of customers listed their solution’s reporting
and filtering capabilities as differentiators. A deeper dive

- Large retailer for an employee experience /
engagement solution

into the responses revealed that a majority of these are
for employee experience and engagement solutions for
which the ability to quickly filter and find the needed data
and insights are essential for the broad range of users. We

"High flexibility can be used for multiple

believe this desire for better reporting is proxy for improved purposes. "

ease of use, user experience, etc.
- Large pharmaceutical company for an employee

experience / engagement solution

@ RedThread Research. ©2020.
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"Provides us the ability to review data and read
trends and tell a story with data."

- Large pharmaceutical company for a multisource analysis solution



Capability differentiators:
Vendors’ perspectives

Our vendor survey revealed that most vendors think of the Figure 9: Top 5 Vendor-Stated Differentiators for Their Solutions
following capabilities as their strengths / differentiators:

. . . ) Easy, simple, flexible, and comprehensive 17%
+ Being flexible, comprehensive, easy, and simple to use.

As stated above, customers think this can be a differentiator. Machine learning, prescriptive and predictive

modelling and insights 7%

However, given the number of vendors who claim this is a
differentiator, we still don’t think that most vendors actually Expertise in methodology, industry, or domain 15%

differentiate on this capability.
Allows broader adoption through scalability,

automation, and exploration e

+ Providing advanced analytics (e.g., machine learning,
prescriptive / predictive insights) and real-time updates. Integration with data from finance, ops, and

12%

. . . busi d ive dat =47
On the first point, we suggest buyers ask questions to better e e §
understand these technologies, as there are wide ranges
) . . ) Source: RedThread Research, 2020.
in capabilities. On the last point, given that almost 40% of
solutions can update within the hour (see Figure 10), providing
real-time insights can be a true differentiator for them. Figure 10: Frequency of Solution Updates
. Offering specific expertise. Our briefings reveal that %
vendors particularly leveraged their expertise during the - B instantly
COVID-19 pandemic to help companies in specific industries W Houry
or in a specific market segment.
Hl oaily
B weeky
18% B Monthly
. Quarterly
22% n=47
Source: RedThread Research, 2020.
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Capability differentiators:
Opportunities for vendors

From a features / functionality perspective, our survey

uncovered several functionalities that comparatively few Figure 11: Capabilities Currently Offered by Vendor Solutions
solutions currently offer as differentiators (see Figure 11 for

percentage that indicates they offer the capability):

Use of ML for deep learning

* Machine learning (ML) for deep learning. While 40% of
vendors state that their solutions use machine learning
for deep learning, we think this will become a greater Use of digital exhaust 33%
requirement as more unstructured and unlabeled data from
different channels and sources (such as voice, image, video,

etc.) is used for analysis. Advanced NLP capabilities 26%

+ Use of digital exhaust. Though more vendors are integrating
data from difference sources, they're not using digital exhaust Use of voice channels as a data source . 7% n=a7
from employee activities (e.g., data created by email exchanges,
file transfers, log files, or cookies) any more now than last year.
Specifically, only 33% of the solutions currently use data from Source: RedThread Research, 2020.
digital exhaust for analysis, as compared with 32% last year.

+ Advanced natural language processing (NLP). Currently

Only 7% of solutions currently use voice channels (e.g., call

almost 40% of solutions conduct sentiment analysis, but
that analysis is relatively rigid. By contrast, only 26% of

solutions offer advanced NLP, which allows for customizing an d MESSa g € reco rd 1N g S)/ b Ut das Mmore Oﬂ:l ce | nte ra Ctl ons

by context (e.g., by allowing customizing / refining of NLP . . L. . .
models based on business priorities or culture). It can also d nd meetl ngS ta ke place Via d |g |ta | tOO|S, Volce Cha N ne|S WI | |
enable the identification of prescriptive comments (e.g., “the ) . .

management should...,” “T would suggest making..."), not increasingly become an important data source.

just themes.
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Audiences

We also saw differences in terms of the different capabilities that
vendor solutions offer for different audiences. The audiences we
identified in our study are identified in Figure 12.

We see similar types of capabilities across each of these audience
types, indicating there’s a real need for imagination when it
comes to capabilities. For example, based on both our survey and
our briefings, we saw that no real differentiating capabilities exist
for C-suite / senior leaders and people managers.

There are some feature differences, though, for 2 other
audiences:

+ People analytics practitioners. Structural equation
modeling, network analysis, suggesting personalized actions

+  HRBPs. Suggesting personalized actions

By personalized actions, we mean specific steps and
recommendations based on insights and analyses that are
critical for those roles. These can include suggestions such as
areas that users need to focus on to meet their workforce, DEIB,
or engagement goals.

There's one area in which we saw an opportunity for all audience
types: Offering communities / collective intelligence remains
something that's not done broadly, but can offer a meaningful
impact for users.

@ RedThread Research. ©2020.
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Figure 12: Different Audiences for People Analytics Vendors

PAPs

Employees HR / HRBPs
People C-Suite / Senior
Managers Leaders

Source: RedThread Research, 2020.
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Employee audience offers
an opportunity for differentiation

While we saw similar features / functionality for most user types,
there’s one for which lots of opportunity for differentiation exist: Figure 13: Differentiating Features PAT Vendors Can Offer for Employees
employees. Some of the differentiating features we saw include
the following:

« Enable individuals to participate in action-planning process
(30% of solutions offer)

30% allow individuals to participate in action-planning process

« Let employees share insights with others (28% of

solutions offer) 28% allow employees to share insights with others

+ Allow employees to see all the information collected on them
(28% of solutions offer)

-
~
~

o : . N 28% allow employees to see all the information collected on them
+ Enable individuals to compare their data with organizational-

~

|
NV,
7 \,
AR
|

-
A

level data (27% of solutions offer)

*  Recommend actions (26% of solutions offer)
: 27% allow individuals to compare their data against org level data

+ Let employees correct data (23% of solutions offer)

+ Allow employees to see insights based on passive data (15%

of solutions offer) 26% recommend actions

« Alert employees to types of analyses being run on them (8%
of solutions offer)
Source: RedThread Research, 2020.
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Tech
integrations

When asked about integrations, vendors, on average, selected
around 8 different types of technologies that their solutions
currently integrate with. The most common tech that almost
all solutions integrate with is the HRIS or similar core HR
technologies (see Figure 14). A large number of solutions (60%)
integrate with cloud-based technologies, such as Google cloud,
and employee surveys.

It's particularly interesting to see that more than one-half

of the vendors reported integrations with nontraditional HR
tech, such as sales / CRM, and work technologies like email,
calendars, project management tools, Slack, and other tools.
Given the recent shifts in work behaviors and patterns due to
the pandemic, we expect to see these integrations grow and
improve in the near future.

Similarly, it's interesting to note almost 50% of vendors stated
that their solutions currently integrate with other people
analytics technologies, suggesting that customers can develop
a people analytics ecosystem to meet their unique needs.

Our recent conversations with vendors and collaboration
announcements made also suggest that they're taking a
thoughtful appr<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>