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Digital and social disruption are fundamentally transforming all aspects of a company'’s

business. Traditional payroll service and delivery is no exception: globalization, increased

legislation and the accelerated advancements of digital technology are among the most
strident forces propelling multinational and global organizations to reimagine their

payroll operations.

Many companies are seeking to expand their global footprint to
chase new revenue streams. This has payroll implications that
companies need to consider as part of any exploratory process.
As companies become more global, however, the need for greater
compliance and standardization across jurisdictions becomes
more acute.

Meanwhile, legislation around the globe grows increasingly
fragmented and complex. Governments contending with a perfect
storm of declining revenues and rising costs of aging populations
are pursuing more aggressive means of payroll tax collection,
thanks to the advances of digital technologies. Digital technologies
also lie behind the stance by governments for greater regulatory
transparency of personal data collection and greater scrutiny of
data privacy protection.

In addition to these external forces, digital technologies are
creating both opportunities and challenges within the organization.
Advances in third party payroll applications are making
organizations rethink their payroll environment as they are being
forced to move away from legacy on-premise systems and towards
a cloud-based model. At the same time, advances in robotics
process automation (RPA), internet of things (IoT), artificial
intelligence (Al), chatbots and blockchain, among others, are
enabling payroll functions to automate repetitive processes that
have historically consumed considerable time and resources.

In this, our third biennial edition of the EY Global Payroll

Survey, we explore how these issues and others are impacting
organizations, as well as the solutions they are using to address
them. We also delve into the choices payroll providers are making to
respond to the challenges their customers face.

To further the objective of enabling organizations to understand
their position within the marketplace, we have expanded our
EY 2017 Global Payroll Survey report to include key trends for
the human resources department and workforce management.
We have also aggregated results in this interactive portal,

so you can visualize findings and whether they reflect your
organization’s situation.

Overall, we expect that the strategy and delivery of payroll
will continue to evolve and shift to accommodate the global
advancement and growth that many organizations are
experiencing today.

As more companies take action, EY will continue to monitor the
trending solutions companies are using to deliver accurate payroll
across the globe.

Jeffrey J. Brown
Principal, Human Capital
Ernst & Young LLP
Houston, Texas
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In @ mixed economic environment, organizations continue to push
the limits of their business operations by chasing organic and
inorganic growth opportunities to enter new markets. Although
many organizations are already embracing their global models, 55%
say they will continue to expand business operations in 2017. This
number has grown from 2013, when only 35% of organizations
responded positively to this question. We expect to see this grow
even further in the future.

More than ever, we are seeing payroll considerations being
introduced in the planning phases of business expansion, resulting
in the reduction of noncompliance and allowing payroll operations
to scale with the business. This year, 84% of organizations report
that payroll is included in initial conversations from the planning
process to the implementation phase. This is a considerable
increase from 2014, when only 38% of organizations reported this
same involvement.*

This signals shift in the way organizations are viewing
payroll. Payroll is no longer seen as a risk, but rather as a
risk mitigation tool. Payroll professionals can identify
complexity, and provided that they are given advance
notice, they can develop solutions to avoid legislative
noncompliance and the associated penalties. Furthermore,
payroll professionals have insights into data security and
protection laws that impact not only payroll systems, but also
systems that service HR, finance, tax and other key
functions. This helps to improve adherence to data privacy
laws and can even help lead to a proactive approach to
cybersecurity threats

At the same time, payroll professionals can use real-time payroll
analytics to help make more fact-based decisions around talent
management strategy, identify fraud and inconsistencies, monitor
key performance indicators, and drive process improvements.

Are you planning to expand your business into new global markets?

17%

52%

35%

B No

Yes

LEY Global Payroll Survey 2014: One year on and closer to reality?

2015

Don't know or unsure or under review

20%

2017

55%
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While the respondent population is diverse, one of the consistent fully outsourced payroll service models has decreased by seven
and overarching trends our survey shows in 2017 is the transition percentage points, from 26% in 2015 to 19% in 2017.
from outsourced payroll services back to in-house operations. Since

. pay P . Although we didn't ask survey respondents their rationale for
our last survey in 2015, the percentage of surveyed companies ) . . . )
e . L . the shift, conversations with our clients suggest that the shift of
indicating that their payroll organization is currently serviced

in-house has risen eight percentage points, from 30% in 2015 to payroll to a shared service model may be one of the key drivers
38%in 2017. At the same time, the number of companies with of the trend.

Which of the following best describes how your payroll organization is currently serviced?

19%
26%

28%

38%
30%

B Both outsourced and in-house In-house Outsourced
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Shared service centers streamline the
payroll process

What is your organization's HR shared services
approach?

Regional shared services
centers

One global shared
services center

We do not utilize a
shared services model

For several years now, organizations have undertaken organization-
wide transformations to address the disruptive forces that have
fundamentally altered the business landscape. As part of these
transformations, organizations have built global and regional
shared service centers. This consolidation of data administration
and processing tasks across countries has enabled organizations

to simplify and create consistency to historically segmented,
burdensome processes, such as payroll administration. On the basis
of 2017 results, we now see 80% of organizations using a shared
services approach, with just over half of those organizations using a
regional model.

In fact, if we look at the division of in-house versus outsourced
services, we can see that organizations are moving toward a

model of commoditization of payroll services, with core data and
administrative services staying inside, while post-payroll processing
and payroll system maintenance are left for third parties to manage.

Which processes are managed in-house or
outsourced by your payroll provider?

HR system of record | 79%
Time and attendance/ 0 5
workforce management T4%
Payroll data maintenance | 65%
Benefits administration | 64%
Post-payroll reporting 64%
Third-party inquiries .
(statutory, etc.) 61% 39%
Payroll disbursement | 52%
Payroll processing | 48%
Third-party payments | 47%
Payroll application
management and | 4T%
maintenance
Post-payroll processing | 40%
(including payslip creation)
0% 20% 40% 60% 80% 100%

In-house [l Outsourced
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As companies shift their operations and service delivery models,
they are seeing new benefits emerge. For 2017, the top benefits
realized by organizations stemming from their current service
delivery model include increased payroll accuracy (45% of

organizations listed this as the top three benefit), increased control
over payroll operations (45% of organizations listed this as the top

three benefit) and cost optimization (43% of organizations listed
this as the top three benefit). Interestingly enough, both cost
optimization and payroll accuracy are in the top three vendor

challenges, with 24% of organizations citing these as major
challenges impacting their operations.

These benefits are reflective of an increase in in-house operations

that utilizes the strengths of shared services to meet their
payroll needs.

What are the top three benefits of your current service delivery model?

Increased ability to report globally 9% 8%
Increased legislative compliance 10% 6%
Standardization of processes 11% 14%
Improved employee experience 13% 11%
Increased payroll accuracy 13% 19%
Increased control 14% 16%
Cost optimization 15% 14%
0% 10% 20% 30% 40% 50%
First Second B Third
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Standardization of payroll delivery slips

considerably

Despite the benefits, however, standardization of global payroll
delivery has become a growing challenge for organizations.

In 2013, 68% of the respondents believed their payroll process
are very highly or fully standardized on a global level, however,
today that figure is down to 32%. This may be an indication that
levels of standardization have declined in the last four years.
However, it is equally possible that advances in technology have
increased visibility into global processes, which reveal a lower
adherence to standardization. Industry consolidation and global
business expansion could also be contributing factors to the lower
standardization scores.

Which of the following statements best describes how standardized your payroll processes
are globally?

[ Very high standardization

Fully standardized

I Somewhat standardized

Low standardization

21%

27%

B No standardization

12
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The use of emerging digital technologies (RPA, 10T, Al,
blockchain, chatbots, etc.) are reaching critical mass across
many parts of the organization. Interestingly however, our
survey results suggest that HR may be slow to adopt them.
When asked whether they currently use or plan to use new
technologies, only about a quarter (26%) of survey respondents
indicate that they are using RPA. Only one in five (21% and 20%,
respectively) respondents are making use of blockchain and Al.
These numbers seem particularly low given the growing ubiquity
of RPA and Al, with blockchain following quickly behind, to
streamline processes and optimize costs across enterprise-wide.

In terms of RPA in particular, organizations may be missing

a prime opportunity to address the complex issue of payroll
process consistency and legislative compliance. RPA can step in
to replace extensive multi-step processes that depend on multiple
systems (such as onboarding) or labor-intensive repeatable
rules-based processes, or to address data processing errors and
data compliance issues. According to a recent EY report?, 65%

of HR rule-based processes can be automated using RPA. It has

the advantage of achieving as much as 65% in cost savings when
compared to an offshore-based full-time employee (FTE) in a shared
service center. And it can do repetitive tasks that can gobble up

as much as 93% of HR employee’s time allowing them to focus

on controls around the process, reconciliations and data integrity.
Payroll practitioners will also be freer to play a larger strategic role
in various initiatives within organization, ensuring that payroll

is brought to the table early and often to provide their insight into
transformation of adjacent functions and business processes.

By leveraging all that these technologies have to offer, payroll

can cease to be a data processing function subject to the concept
of “bad data in and bad data out."” Instead, it can become a valuable
resource helping to produce more accurate financial reporting and
more valuable insights into the largest expense for organizations
and their people.

Do you currently use or plan to use any of the following technologies in your organization?

RPA

Blockchain

Al solutions

None of the above

Don't know

2 EY Robotic Process Automation for HR & Payroll, 2016

40%
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In 2013, we first polled the market place asking whether
organizations believed a single provider could meet their payroll
needs globally. At the time, only 15% of companies agreed with
this statement. In 2017, this number grew to 52%, signaling a
key shift within the marketplace. Chief among them, providers
have increased their services and capabilities globally, and
companies have gained better insights about their global payroll
requirements. Additionally, providers have done a better job of
educating their buyers about the services and capabilities they
offer.

In recent years, providers have listened to their customers and

begun to identify and deliver ways of meeting global payroll needs.

Whether expanding their solutions to encompass new countries

or developing new reporting layers to tie together existing

systems, providers have evolved to better meet the needs of the
marketplace. The payroll landscape in turn, continues to focus on
consolidated provider capability and global reporting, with 78% of
organizations stating that global delivery through a single provider
is important to them.

Payroll providers are just beginning to recognize the advantage
and goodwill that a simplified and more intuitive process can give
them. This reflects the general trend, in which the workforce is
increasingly demanding their workplace experience to replicate
their consumer one: easy to use and navigate, full of insight and
responsive.

Do you believe there is a single vendor who can handle all of your payroll needs globally?

32%
s 2013 20

15%
25%

M No Yes Don't know or unsure

16%
15
52%

2017 i

How important is achieving global payroll delivery through a single vendor?

22%

Very important [l Important

p

2017

I Not very important

Not important
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The developments that providers are making are a welcome However, despite the strides global providers have made, there

change for many organizations as 67% believe a multi-country continues to be a need to simplify payroll changes as 55% of
payroll engine would bring significant benefits to their business. organizations believe that further reduction of the number of
Layered on top of this, 65% agree that a truly global delivery model providers servicing their organization would bring significant
would bring significant benefits to their organization. With nearly benefits to them.

two thirds of respondents looking to reap the benefits a global
payroll provider can offer, the international payroll providers have
answered the call and begun to deliver.

To what extent do you agree with the following statements?
A global or regional (multi-country)
payroll engine would bring significant | 10% 30% 37%
benefits to your organization.
A truly global delivery model would
bring significant benefits to your | 9% 28% 37%
organization.
Further reduction of your payroll provider
landscape would bring significant 13% 26% 29%
benefits to your organization.

Strongly disagree | Disagree [l Neutral Agree Strongly agree

How are companies preparing for the payroll of the future? |
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Additionally, even as payroll providers offer more global solutions
the data reflects that they seem to still be lagging in several of the
key benefits that global delivery is designed to provide, including
global reporting and cost optimization.

Although management reporting is listed as the second greatest
operational challenge facing payroll, second only to legislative

compliance, providers cannot seem to satisfy client requirements
in this regard. Almost 36% of organizations cite their provider's
ability to deliver accurate global reporting as fair or poor.

While value for money always consists of an element of
subjectivity, only 57% of organizations believe that their payroll
provider provides value for its cost.

To what extent do you agree that your payroll provider offers you value for money?

/
1% Strongly disagree [ Disagree

Further, there is the contentious issue of payroll providers looking
to force companies to move from the on-premise HR solutions
they've been using for years to a cloud-based solution over the next
five years. While this may offer benefits to companies, there are
also overwhelming challenges to address, not the least of which are
the levels of customization that organizations have made to their
on-premise systems that a cloud solution may not address.

That said, companies are beginning to realize that they will have

to think about their HR and payroll operations differently than

they did in the past. In the 1990s, enterprise resource planning
(ERP) systems required huge levels of customization which were
and are continuing to be, both costly to maintain and upgrade. The
cloud may offer less customization, but it also will cost substantially
less to maintain and upgrade. Unfortunately, although HR system
providers have given a good deal of thought to their HR solutions,
their payroll solutions appear to be something of an afterthought.

B Neutral

32% 25%

Agree Strongly agree

This leaves organizations scrambling to source or develop other
solutions that can be integrated into their provider's cloud-based
offering.

The result of these shortcomings is that 44% of organizations would
not be likely to recommend their payroll vendor. This, coupled with
the overall vendor performance rating of 3.39 out of 5, indicates
that overall, organizations continue to utilize third parties, but the
performance and relationship is not optimal, and the relationship is
more of a tolerance than an enjoyment. Only 54% of organizations
state that it is easy to conduct business with their vendor. We would
suggest that this points to the importance of a strong change
management program accompanying the implementation of new
systems. By embedding strong training and communications with
new process roll out, customer satisfaction with the move from on-
premise to cloud solutions could be significantly improved.

How would you rate the performance of your current payroll provider on the following?

Ability to provide seamless
integrations with your organizations
system landscape (HRS, finance,
time & attendance, etc.)

Overall performance

3.69 out of 5

Ability to supply accurate
global reporting

Ability to reduce your payroll
provider landscape to bring significant
benefits to your organization

Overall performance

3.390ut of 5

12% 27% 15% 18% 28%

17% 15% 18% 27% 23%
11% @ ey 27% 27% 22%
Poor [ Fair [l Good Very good Excellent
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The driving forces of globalization, increasing legislative complexity
and the accelerating pace of digital technology are prompting
organizations to find new ways to operate their payroll function
accurately and consistently across all areas of their business.

Organizations are seeing that a single provider is more capable
than in previous years of handling their payroll needs globally
even if they remain ambivalent about the provider's service or
value delivered. However, the data shows the market shifting more
of its payroll capabilities in house as organizations continue to
consolidate operations into global and regional operating models,
and more fully leverage shared service centers.

We also see that the digital technologies that are having pervasive
effects enterprise-wide will continue to provide opportunities for
organizations to maximize the benefits of RPA and Al. This will
improve process standardization and efficiencies globally, as well
as address the increasing legislative complexity that remains a top
challenge.

The trends identified in this edition of the EY 2017 Global Payroll
Survey suggest a path of ongoing transformation that will forever
alter the face of payroll as we know it — a hugely exciting time for
those working both in-house and with third parties.

How are companies preparing for the payroll of the future? | 19



This year's survey offers the highest representation of executive
responses in its six year lifetime (with 52% of responses stemming
from C-suite executives or HR leaders). It also has the highest
response rate and broadest reach of respondents when compared
to our historical surveys. In 2017, we had 287 respondents from
19 different countries globally, with the majority headquartered in
the United States, United Kingdom and India.

In addition to a strong global turnout, we also saw a high variety
in the industries represented in our responses. Participants’

Participant quick
facts
Participants: 287

Countries represented
(HQs): 19

Average company size:
14,000 employees

Respondent job titles:

» 52% corporate
executives (C-suite)

» 34% payroll leaders,
directors or managers

» Technology (15%)

> Insurance (5%)

organizations display a strong mix of sectors coupled with a diverse
representation of company size. While the average respondent
population was just under 14,000 employees, responses were
widely varied including larger organizations with nearly 500,000
employees.

Overall, the EY 2017 Global Payroll Survey witness the largest and
most diverse range of respondents we have had to date, providing
strong insight into the trends and realities facing the global payroll
marketplace.

Country representation

» Health (4%)

E‘ é » Banking and capital markets (10%) » Government and public sector (3%)
ZBel > Consumer products and retail (9%) > Mining and metals (3%)

E é > Real estate, hospitality and construction (7%) > QOil and Gas (3%)

> g > Automotive and transporation (6%) » Telecommunications (3%)

RN . Diversified industrial products (5%) » Wealth and asset management (3%)
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EY | Assurance | Tax | Transactions | Advisory

About EY

EY is a global leader in assurance, tax, transaction and advisory services.
The insights and quality services we deliver help build trust and confidence
in the capital markets and in economies the world over. We develop
outstanding leaders who team to deliver on our promises to all of our
stakeholders. In so doing, we play a critical role in building a better working
world for our people, for our clients and for our communities.

EY refers to the global organization, and may refer to one or more, of the
member firms of Ernst & Young Global Limited, each of which is a separate
legal entity. Ernst & Young Global Limited, a UK company limited by
guarantee, does not provide services to clients. For more information about
our organization, please visit ey.com.

About EY's People Advisory Services

As the world continues to be impacted by globalization, demographics,
technology, innovation and requlation, organizations are under pressure
to adapt quickly and build agile people cultures that respond to these
disruptive forces. EY People Advisory Services believes a better working
world is helping our clients harness their people agenda — the right people,
with the right capabilities, in the right place, for the right cost, doing the
right things.

We work globally and collaborate to bring you professional teams to
address complex issues relating to organization transformation, end-to-end
employee life cycles, effective talent deployment and mobility, gaining
value from evolving and virtual workforces, and the changing role of HR

in support of business strategy. Our EY professionals ask better questions
and work with clients to create holistic, innovative answers that deliver
quality results.
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All Rights Reserved.
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be relied upon as accounting, tax or other professional advice. Please refer to your advisors for
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