
© Copyright Ventana Research 2013            Do Not Redistribute Without Permission   

 

 
  

Optimizing Payroll 
Management  

 
Making Payroll a Strategic Part of 

Human Capital Management  
 
 
 

White Paper 
 



 
 

 

 

2 

       Ventana Research Benchmark Research: Optimizing Payroll Management 
 

© Ventana Research 2014 

 

 

 

 

Ventana Research 
 
 
 
 
 
 

February 2014 

Ventana Research performed this research to 
determine attitudes toward and utilization of payroll 
management optimization. This document is based on 
our research and analysis of information provided by 
organizations that we deemed qualified to participate in 
this benchmark research. 

This research was designed to investigate payroll 
management practices and needs and potential 
benefits. It is not intended for use outside of this 
context and does not imply that organizations are 
guaranteed success by relying on these results to 
achieve payroll management optimization. Moreover, 
gaining the most benefit from payroll management 
optimization requires an assessment of your 
organization’s unique needs to identify gaps and 
priorities for improvement. 
 
The full report with detailed analysis is available for 
purchase. We can provide detailed insights on this 
benchmark research and advice on its relevance 
through the Ventana On-Demand research and 
advisory service. Assessment Services based on this 
benchmark research also are available.  
 
We certify that Ventana Research wrote and edited this 
report independently, that the analysis contained 
herein is a faithful representation of our evaluation 
based on our experience with and knowledge of payroll 
management processes and software, and that the 
analysis and conclusions are entirely our own. 
 
 

 

Ventana Research 
2603 Camino Ramon, Suite 200 

San Ramon, CA 94583-9137  
info@ventanaresearch.com 

(925) 242-2579 
www.ventanaresearch.com 

 

Sponsor 
 

http://businessfinancemag.com/�
mailto:info@ventanaresearch.com�
http://www.ventanaresearch.com/�


 
 

 

 

3 

       Ventana Research Benchmark Research: Optimizing Payroll Management 
 

© Ventana Research 2014 

Table of Contents 
Executive Summary 4 

Key Insights 9 

Organizations are improving in their payroll management performance, but their 
technology lags. 9 

Improving efficiency is the top priority in payroll management. 10 
Most participants have an accurate payroll management system, but many lack effective 

tools. 11 
Organizations want payroll management systems to help improve employee 

productivity. 12 
Most organizations will stay with their current payroll management software vendor. 12 
Analytics is the technology that most often delivers innovation in payroll management. 

13 
Most organizations lack integration between payroll management and other systems. 14 

Organizations are focused on the fundamentals of payroll management technology. 15 
Finance wants access to payroll information for analysis and managing performance. 16 

On-premises deployment remains most common, but the cloud option is gaining 
acceptance. 16 

10 Best Practice Recommendations 18 

Determine your priorities for improving payroll management. 18 
Evaluate your current payroll management product for functionality and benefits. 18 

Assess the other systems you use for human capital management. 18 
Focus on improving integration between payroll management and other systems. 19 

Understand how to use analytics in payroll management. 19 
Consider linking payroll to pay for performance to improve goal alignment and 

productivity. 20 
Consider employee self-service capabilities to improve payroll efficiency. 20 

Understand how Finance is involved with payroll information. 20 
Build a practical business case for payroll management. 21 

Consider alternative deployment models for payroll management. 21 

About Ventana Research 22 

Appendix: About This Benchmark Research 23 

Methodology 23 
Qualification 23 

Demographics 24 
Company Size by Workforce 25 

Company Size by Annual Revenue 25 
Geographic Distribution 26 

Industry 26 
Job Title 27 

Role by Functional Area 27 



 
 

 

 

4 

       Ventana Research Benchmark Research: Optimizing Payroll Management 
 

© Ventana Research 2014 

Executive Summary 
Managing payroll is rarely viewed as having strategic value to 
business. That, however, is changing. Human capital management has 
become more critical in attracting and retaining the talent that delivers 
competitive advantage. At the same time, information from new 
sources is increasingly being added to the enterprise’s information 
environment. As a result, payroll is gaining an enhanced strategic role.  
 
An optimized payroll process and technology unquestionably can 
contribute to increased operational efficiency. And payroll data can be 
integrated with information in human resources management, 
workforce management and talent management systems to yield a 
more complete view of human capital. This supports the maximized 
effectiveness and continuously improving employee and business 
performance that are among the primary goals for today’s businesses.  
 
Ventana Research undertook this benchmark research to identify 
trends, market opportunities and organizational requirements 
associated with payroll management optimization and the systems 
used to accomplish it in the larger human capital management 
marketplace. We sought to determine the attitudes, requirements and 

future plans of those who engage in 
payroll management and to identify 
the best practices of organizations 
that perform best in it. We set out to 
examine both the commonalities and 
the qualities specific to major industry 
sectors and across sizes of organiza-
tions. We considered how organiza-
tions manage payroll, issues they en-
counter in the process, what changes 
they plan and the information tech-
nology they use. 
 
It was not surprising to find that for 
the majority (54%) of the organiza-

tions participating in this research view it as a priority to improve the 
efficiency of payroll management processes in the coming year. But a 
more strategic aim for payroll management was cited by almost as 
many (44%): increasing the productivity of the workforce. Indeed, 
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more generally almost three in four organizations (71%) reported they 
view it as very important to improve the productivity of their 
workforce. The prominence of this goal indicates a potentially larger 
role for payroll management. 
 
Further evidence of this lies in the finding that the most often cited 

driver (48%) motivating organiza-
tions to consider investments in 
payroll management is a demand for 
higher employee productivity. The 
next most common issues are a li-
mited alignment between pay and 
performance (another measure of 
productivity) and a high payroll cost 
per employee. Currently only one in 
four organizations (28%) have imple-
mented pay for performance as part 
of their talent management system. 
 
Despite the array of arguments for 
improving payroll management, the 

research finds a significant amount of complacency among 
participating organizations. Four out of five said their payroll 
processing system is accurate (61%) or very accurate (21%); two-
thirds (64%) said their payroll process is effective or very effective; 
and more than half (57%) said their payroll forecasts and budgets are 
accurate or very accurate. We note, however, that these reflect a 
focus on the basic functions of payroll management; after all, 
organizations that cannot pay employees accurately and anticipate 
those costs will be in deep distress. Underscoring their success in 
these basics is the stated intention of 65 percent of organizations to 
keep their current payroll management products for at least 18 
months more. 
 
However, optimizing payroll management goes beyond handling the 
essentials. A critical part of it is to connect it to other human capital 
management systems. Such integration can enable organizations to 
create a single employee record that managers can use to reach 
important goals such as satisfying compliance requirements, track all 
aspects of compensation and better align pay to performance. This, 
the research finds, most have not done. 
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For example, currently fewer than one in 12 (8%) have integrated it 
with their talent management system, and although 22 percent said 
they plan to do that in the next 12 to 18 months, fully half of 
organizations have no such plan. Similarly, 29 percent reported having 
a dedicated workforce management system, but only one in five have 

integrated their payroll management 
system with it. Large companies do 
better at this; close to twice as many 
large companies as measured by num-
ber of employees that use dedicated 
workforce management have integra-
ted it with the payroll system. Having 
to manage large numbers is likely an 
incentive to undertake such integra-
tion. 
 
Nearly half (48%) of all participating 
organizations export data from their 
time and attendance system and im-

port it into payroll – even though 51 percent said it is very important 
to integrate time and attendance with payroll. Doing so appears to 
have immediate operational benefits; nearly two-thirds (62%) that 
have integrated payroll and workforce management said they 
experienced a decrease in the payroll error rate, which is one of the 
top five metrics used to measure payroll effectiveness. 
 
The metrics most commonly used are payroll as a percentage of 
revenue (by 53%), payroll department budgets (45%) and the 
processing cost per employee (43%). To produce these and other 
metrics that can help businesses monitor and improve the efficiency of 
payroll management (as well as their margins and profitability) 
businesses need analytics technology, which we believe is an essential 
management tool. Research participants also favor it: 88 percent said 
it is important or very important to have analytics and reporting in 
payroll management systems. And nearly half (48%) plan to improve 
their analytics and reporting capabilities to generate metrics for the 
payroll process. 
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Another useful capability absent from most older payroll management 
systems is employee self-service. It can speed up the process of 
finding payroll information as employees don’t have to ask for it and 
then await a response from HR or IT. This greater transparency also 
can boost their job satisfaction and productivity. More than half (53%) 
of participants said employee self-service is an important aspect of 
payroll management. More than one-third (36%) have deployed 
employee self-service applications, and an additional 26 percent plan 

to do so in the next two years. Among 
those that have upgraded their pay-
roll management system in the last 
year, 40 percent said that doing so 
increased their employee self-service 
capabilities. 
 
Organizations have realized other 
benefits from upgrading as well that 
match important priorities revealed 
by the research. Half have gained 
efficiency and accuracy in the payroll 
management process, two-fifths are 
better able to comply with regula-
tions, and three in 10 have better an-

alytics and visibility into payroll metrics. Thus, while many participants 
don’t plan to change or upgrade their systems soon, those that have 
done so often receive benefits that enhance the value of payroll 
management for the organization. 
 
As noted earlier, concerns about efficiency in the payroll management 
process coexist with desires for it to play a role in increasing the 
effectiveness of the workforce by making it more productive. When it 
comes to making a case for investment in new systems, the research 
again shows this mixed emphasis. Among the top five considerations 
for establishing a business case for payroll management software, the 
top consideration, audit and regulatory compliance (very important to 
52%), addresses payroll effectiveness while the item ranked fifth, 
reducing the time for payroll tasks (33%), and more broadly the 
second, reducing total cost of ownership (TCO), deal with improving 
the efficiency of payroll management. When viewed in the context of 
the finding that fewer than one in five organizations (18%) presently 
are considering changing their current payroll management software 
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vendor, this array of considerations indicates that many organizations 
retain a rather conventional view of payroll management and are not 
fully aware of the value to them of optimizing it. 
 
This conclusion is reinforced by our Performance Index analysis, which 
places fewer than half of participating organizations in the top two of 
our four-part hierarchy and only one out of five at the highest-
performing Innovative level. Further analysis by the four dimensions 
into which we segment performance confirms the overall impression. 
More than two-thirds of organizations place in the top two 
performance levels for the People dimension. Likewise, three out of 
five reach the top two levels for the Information dimension. The 
results are less impressive for the Process dimension, where more 
rank at the lowest Tactical level than at the highest Innovative. And 
they fare even less well in Technology, which tallied the highest 
percentage at the Tactical level of any of the four dimensions. 
 
Thus it is evident that in many companies payroll management is not 
yet a strategic tool. Indeed, more than one-fourth (27%) of 
organizations outsource their payroll function to a third party. They 
require more awareness that this ought not to be a purely mechanical 
process through which only low-level operational goals are 
accomplished. The research makes clear that those organizations that 
have acted on the realization of the power of integrating payroll 
management with other human capital management systems are 
gaining both efficiency and effectiveness. With a complete view of 
employees in all roles at all levels, leaders can make precise 
payments, spend wisely on compensation, motivate people to perform 
their best and achieve stronger business results. 
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While organizations 
have long automated 
their payroll 
processes, fewer of 
them have integrated 
payroll management 
with associated 
human capital 
management 
processes. 

 

Key Insights 
This benchmark research yielded the following important general 
findings and key insights regarding payroll management optimization. 
(We discuss performance levels in the Performance Index portion of 
the full research report; the actual questions asked in our survey are 
in an appendix to the research report. Specifics of organization sizes 
are in the appendix “About This Benchmark Research.”) 
 

Organizations are improving in their payroll management 
performance, but their technology lags. 

Our Performance Index analysis finds that the organizations 
participating in this research are relatively accomplished in managing 
their core payroll management process. More than half (53%) of 
participating organizations rank in the top half of our four-level 

performance hierarchy; one in five reach the 
highest Innovative level, although about as 
many (22%) are at the lowest Tactical level. 
Analysis of the four dimensions of perfor-
mance we use finds that organizations per-
form best in the People and Information 
dimensions of payroll management. Nota-
bly, they perform least well in the Techno-
logy dimension, where 27 percent are at the 
Tactical level and half rank at the two low-
est levels. This is reflective of the fact that 
many have not made an effort to do the 
broader integrations to other HCM proces-
ses. While organizations have long auto-
mated their payroll processes, fewer of 

them have integrated payroll management 
with associated human capital management processes 

and only a small number have optimized payroll management so it 
interoperates seamlessly with all other HCM processes.  
 
Our analysis by size as measured by number of employees finds larger 
organizations perform better. Only 8 percent of small organizations 
reach the Innovative level of performance while one in four (23%) 
very large ones do. Conversely, 35 percent of small organizations are 
at the Tactical level while merely one in 10 of the very large 
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A greater focus on 
workforce 
productivity likely 
would yield important 
enterprise benefits in 
improving broader 
HCM processes and 
helping retain 
employees. 

organizations are. This is likely because larger companies have more 
internal HR IT staff as well as larger budgets, both of which enable 
them to execute the more advanced functions of optimized payroll 
management. Analysis by industry sector shows that the Finance, 
Insurance and Real Estate (FIRE) sector performs best by far: Half 
(52%) of these organizations reach the Innovative level, more than 
twice as many as the next-closest sector, Government, Education and 
Nonprofit (24%).  
 

Improving efficiency is the top priority in payroll management. 
This research finds interest in both process efficiency and productivity 
in participating organizations’ attitudes toward payroll management. 
The most important priority for participating organizations in the 
coming year is to improve the efficiency of payroll management 
processes (54%); increasing the productivity of the workforce (44%) 
is second. Improving efficiency is beneficial as it can lead to increased 
speed and accuracy, but a greater focus on workforce productivity 
likely would yield important enterprise benefits in improving broader 

HCM processes and helping retain employees 
in a growing and increasingly competitive 
economy.  
 
Improved process efficiency and accuracy 
(each cited by 50%) are the leading benefits 
realized by those that have upgraded their 
payroll management system. The capabili-
ties of payroll management applications and 
tools that management and managers iden-
tified as most important are to be able to 
review benefits-related accruals and infor-
mation, which 90 percent said is important 
or very important, and having visibility of 

overall compensation information (84%). 
Another capability generally identified as desirable (very 

important for 44%) is having analytics and reporting tools to review 
payroll. The research also finds that employee self-service is an 
important aspect of payroll management (53%). Such automation can 
further enhance the efficiency of the process. 
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Integration of payroll 
and human capital 
management is 
important because 
organizations need to 
connect pay to other 
processes such as 
performance, goals 
and broader benefits. 

 

Most participants have an accurate payroll management 
system, but many lack effective tools. 
Four out of five organizations participating in this research reported 
that their payroll processing system is accurate (61%) or very 
accurate (21%); only 1 percent said theirs is not accurate. In addition, 
nearly three in five (57%) said their payroll forecasts and budgets are 
accurate or very accurate, and an even higher percentage (64%) said 
their payroll process is effective or very effective. Nevertheless, the 
research finds several areas for improvement. Seven in 10 participants 
reported that their organization uses spreadsheets universally or 
regularly to track payroll management functions or compliance 
activities, and 39 percent said reliance on them has made it difficult to 
manage payroll efficiently. In addition, only half of participants said 
they have a human resources management system (HRMS); these 
systems provide the ability to track and report on information needed 
for compliance with state and federal employment requirements.  
 

More broadly, integration of payroll and 
human capital management, which is 
important because beyond improving 
compliance, to attain greater workforce 
productivity with payroll, which is the 
second highest priority found in our re-
search, organizations need to connect pay 
to other processes such as performance, 
goals and broader benefits. In our view, 
businesses should at least have an HR 
management system integrated with their 
payroll system; we also believe they should 
evaluate both workforce management and 
talent management systems that can be 

integrated with payroll management (only 15 
percent of participating organizations have an integrated talent 
management system) – this research shows this integration can 
improve both the accuracy and the effectiveness of the payroll 
process. 
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Among those that 
have integrated pay 
for performance with 
payroll, two-thirds 
said it has helped tie 
incentive-based 
compensation more 
closely to 
performance ratings. 

 

Organizations want payroll management systems to help 
improve employee productivity. 
A large majority (71%) of organizations said it is very important to 
improve the productivity of their workforce. Increasing employee 
productivity is also the leading business driver (48%) for investment in 
payroll management; somewhat fewer identified improving limited 
alignment between pay and performance (36%) and high payroll cost 
per employee (31%). One step that can help improve employee 
productivity is increasing employee self-service. Improving access to 
payroll information by providing access to it all in one place (such as 
via your mobile phone, tablet, or a web browser), which often is done 
by storing it, HR management and workforce management information 
in one repository, enables employees to use relevant information more 
easily and manage their work more efficiently, which improves produc-

tivity. This is the fourth-most often cited bene-
fit of upgrading payroll management sys-
tems. Today slightly more than one-third of 
companies (36%) have deployed employee 
self-service applications, and an additional 
26 percent plan to do so in the next two 
years. 
 
Only 28 percent of organizations have a pay 
for performance program as part of their 
talent management system, which is one 
explanation for the limited alignment be-
tween the two. Among those that have inte-
grated pay for performance with payroll, 

two-thirds said it has helped tie incentive-
based compensation more closely to performance 

ratings. Here again, creating a stronger connection between 
employees’ pay and performance can often correlate to improving 
employee productivity for the organization.  
 

Most organizations will stay with their current payroll 
management software vendor. 
The research shows that nearly two-thirds of organizations (65%) do 
not expect changing to a payroll management system from a different 
vendor to provide benefits any greater than those they can realize 
from upgrading an existing system. And indeed, nearly two-thirds 
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Nearly half of 
organizations plan to 
improve their payroll 
analytics and 
reporting capabilities, 
and 88 percent said it 
is important or very 
important to have 
analytics and 
reporting as analyst 
capabilities. 

 

(65%) of organizations told us they intend to keep their current payroll 
management products for at least 18 months more; one in five (21%) 
of them have upgraded or plan to upgrade to their vendor’s latest 
version. Among those that have upgraded, the top two benefits they 
report are improved efficiency and improved accuracy of the payroll 
management process, each cited by half of those participants.  
 
Fewer than one in five (18%) presently are considering changing their 
current payroll management software vendor. Most of those (59%) 
said they will do so because they need activities and processes to 
operate more quickly, while 45 percent are not satisfied with the 
current product’s functionality. Interestingly, they expect the same 
benefits from changing payroll systems as others cited for upgrading 
their system and in almost the same numbers (half or more): 
improvements in efficiency and accuracy in the payroll process. We 
conclude that companies don’t often change payroll software because 
they see few unique benefits to be gained from deploying a new 
system and the uncertainties and effort of changing outweigh the gain. 
 

Analytics is the technology that most often delivers innovation 
in payroll management. 
This research finds that among six innovative technologies we track, 

the most important for payroll management 
optimization is analytics; it ranked first for 
three out of five organizations. Nearly half 
(48%) of organizations plan to improve their 
payroll analytics and reporting capabilities, 
while about one-third (35%) do not have 
such a plan. Also, close to nine in 10 (88%) 
said it is important or very important to 
have analytics and reporting as analyst ca-
pabilities in payroll management systems. 
As to what metrics are being used, the lar-
gest percentage (53%) of participants said 
they use payroll as a percentage of revenue 
as a key metric for managing payroll, fol-
lowed by tracking payroll department bud-
gets (45%) and the processing cost per em-

ployee (43%). Analytics is an essential tool to 
produce these and other metrics that can help businesses improve the 
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Half of all participants 
said it is very 
important to integrate 
time and attendance 
(that is, workforce 
management) with 
payroll, and nearly as 
many (45%) said that 
about compensation 
management. 

efficiency of payroll management as well as their margins and 
profitability. 
 

Most organizations lack integration between payroll 
management and other systems. 

Integrating payroll management with other human capital 
management systems can deliver a single integrated employee record 
that managers can use to meet compliance requirements, track all 
aspects of compensation and better align pay to performance. But the 
research shows that relatively few organizations have integrated their 
payroll management systems with other human capital management 
systems. For example, only 8 percent currently have integrated payroll 
management with their talent management system; while 22 percent 
said they plan to do that in the next 12 to 18 months, fully half have 
no such plan. Similarly, 29 percent reported having a dedicated 
workforce management system, but only one in five have integrated 
their payroll management system with it; nearly half (48%) export 
data from the time and attendance system and import it into payroll. 

However, here size matters: 47 percent of 
large companies by number of employees 
use a dedicated workforce management 
system, and a larger percentage (39%) of 
those integrate that system with payroll 
than do the average of all other sizes 
(22%).   
 
On the other hand, there are areas where 
businesses have begun to make progress in 
integrating payroll with their related 
systems. For example, three in five (61%) 
have integrated their nonpayroll compen-
sation (variable pay for sales and executive 
compensation) into their payroll systems or 

plan to do so. In addition, more than half 
(51%) of all participants said it is very important to inte-

grate time and attendance (that is, workforce management) with 
payroll, and nearly as many (45%) said that about compensation 
management.  
 
Further analysis shows that those that have integrated their payroll 
and talent management systems reported having an effective or very 
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Leading payroll 
management 
priorities for the 
coming year involve 
fundamentals: 
improving the 
efficiency of the 
process and 
increasing the 
productivity of the 
workforce. 

 

effective payroll management process more often (77%) than 
organizations that do not integrate these systems (62%). More than 
three in five companies (62%) that have integrated payroll and 
workforce management said they experienced a decrease in the 
payroll error rate, which is one of the top five metrics used to measure 
payroll effectiveness. Additionally, two-thirds of those companies 
reported better alignment between incentive compensation and 
performance after integrating their payroll and pay-for-performance 
systems.    
 

Organizations are focused on the fundamentals of payroll 
management technology. 
Our research finds that companies building a business case for payroll 
management software are focused on fundamentals; the two most 
important considerations are audit and regulatory compliance, which 
more than half (52%) said is very important, and reduced total cost of 
ownership (TCO, very important for 41%). In technology considera-

tions, the most important criteria are usa-
bility (54%) and reliability (53%). Further 
analysis shows that reliability is the leading 
technology consideration for midsize organi-
zations by annual revenue, named very im-
portant by three of five companies showing 
that likely as payroll systems grow and be-
come more complex in growing companies, 
adding possible integrations and new capa-
bilities, they need to focus on system relia-
bility. Organizations’ leading payroll man-
agement priorities for the coming year also 
involve fundamentals: improving the effi-
ciency of the payroll management process 
and increasing the productivity of the work-

force. Payroll is of course a critical enterprise 
function, important both to businesses and to their em-

ployees. Thus the emphases on being able to use the system and be-
ing sure it is reliable are not surprising. 
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Half of finance 
departments want to 
influence and improve 
the payroll 
management process, 
but only one-quarter 
of them sponsor or 
fund investments in 
payroll management 
systems. 

 

Finance wants access to payroll information for analysis and 
managing performance. 
Payroll often is both the largest expense of a company and the most 
controllable. Thus the finance department as well as HR has a strong 
interest in both the information and the processes used in payroll 
management. Our research finds that Finance uses payroll manage-

ment software most often (in 61% of organi-
zations) to do analysis and manage financial 
performance within the organization. In 
addition, the research indicates that half of 
finance departments want to influence and 
improve the payroll management process. 
However, only one-quarter of them sponsor 
or fund investments in their companies’ 
payroll management systems. Finance has a 
bread-and-butter attitude toward payroll 
software; in establishing a business case for 
payroll, its main concerns are audit and 
regulatory compliance (very important to 
53%) and reduced TCO (36%). Its primary 
technical considerations are usability and 

reliability. Indeed, more CFOs said usability 
is very important than did all roles taken together 

(75% vs. 54%). 
 

On-premises deployment remains most common, but the cloud 
option is gaining acceptance. 
The largest percentage of organizations participating in this research 
(44%) currently deploy payroll management on-premises, and the 
second-largest group (27%) outsource the payroll function to a third 
party. Only 15 percent use a cloud-based platform for payroll. 
Manufacturing relies more than all industries on outsourcing (46% vs. 
27%).   
 
We expect this distribution to change. When researching 
considerations for establishing a business case for payroll management 
software, we found that four out of five participants view reducing TCO 
is important or very important, second only to compliance factors. 
Moreover, more than half (54%) said that making it easier to configure 
payroll management software would improve deployment. Cloud-
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based options usually require less up-front investment and can be paid 
for on a rental basis; also, the vendor handles changes to the 
software, removing this task from the customer. The second-largest 
number of participants (19%) ranked cloud computing as their first 
choice (after analytics) for improving payroll process among the six 
innovative technologies we study. Thus we find a number of 
indications that companies will consider the cloud as they take steps to 
optimize payroll management. 
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10 Best Practice Recommendations 
This benchmark research reveals significant new insights into the 
evolving nature and use of payroll management processes and 
systems. For organizations considering how to optimize their payroll 
information, we offer the following recommendations. 

 

Determine your priorities for improving payroll 
management. 

Because payroll is a critical recurring function, the priority for 
most organizations (54%) in this research is to improve its efficiency. 
Half of those that have upgraded their payroll management system 
said doing so improved process efficiency and accuracy. The priority 
named second-most often is to increase the productivity of the 
workforce; this also is the leading business driver for investment in 
payroll management systems. Identify the areas in which your 
organization needs to improve, and evaluate how more capable 
software can help you reach those goals. 
 

Evaluate your current payroll management product for 
functionality and benefits. 
About two-thirds of organizations said they will keep their 

current payroll management products for at least 18 months more. But 
among those that are considering changing vendors, three out of five 
want to run their processes more quickly, and nearly half (45%) are 
not satisfied with the current product’s functionality. Optimizing payroll 
management can benefit the business, so don’t ignore drawbacks in 
your present software; instead, compare it to enhanced systems now 
available to see if a change would be of value.  
 
 

Assess the other systems you use for human capital 
management. 

Seven in 10 organizations in the research use spreadsheets universally 
or regularly to track payroll management functions or compliance 
activities. Spreadsheets are not designed for these sorts of 
collaborative enterprise processes, so it is no surprise that 39 percent 
said reliance on them has made it difficult to manage payroll 

1. 

2. 

3. 
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efficiently. For other systems that have a relation to payroll 
management, half of participants have a human resources 
management system (HRMS); 29 percent have a dedicated workforce 
management system; and 15 percent have an integrated talent 
management system. Optimizing payroll management typically 
includes the integration of separate, fully capable systems. Review the 
kinds of software you use for each of these functions and consider 
replacing any not made specifically to serve them or that cannot be 
integrated with payroll management. 
 
 

Focus on improving integration between payroll 
management and other systems. 

Relatively few organizations have integrated their payroll systems with 
their talent management or workforce management systems, and 
substantial numbers have no plans to do so. We view this as 
shortsighted, and advise looking into integration as it can help improve 
performance. Managers can use a single integrated employee record to 
meet compliance requirements, track all aspects of compensation and 
better align pay to performance. The research finds that integrating 
compensation with payroll management is very important to 45 
percent of organizations, and three out of five have done this with 
variable pay for sales and executive compensation or plan to do so. 
And integrating payroll management with time and attendance can 
streamline workforce management. Investigate ways in which linking 
payroll management to other aspects of human capital management 
can increase your organization’s efficiency and the completeness and 
consistency of its information. 
 

Understand how to use analytics in payroll 
management. 

Nearly half of organizations plan to improve their payroll 
analytics and reporting capabilities, and 88 percent said it is important 
or very important to have analytics and reporting as analyst 
capabilities in payroll management systems. In our view a better 
understanding of payroll-related data, which analytics can enable, is a 
key to improving the efficiency of payroll management and the impact 
of payroll on profitability. More than 40 percent of organizations use 
the following key metrics for managing payroll: payroll as a 
percentage of revenue, tracking of payroll department budgets and 

4. 
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processing cost per employee. Analytics is an essential tool to produce 
these and other metrics. 
 

Consider linking payroll to pay for performance to 
improve goal alignment and productivity. 

Pay for performance is an increasingly common and useful 
tool for optimizing compensation, especially for executives and sales 
personnel, and for motivating greater productivity. Three out of five 
organizations have integrated compensation with payroll management 
or plan to do so, but only 28 percent have integrated pay for 
performance with talent management. Among those that have, 
however, two-thirds said it has helped tie incentive-based 
compensation more closely to performance ratings. Increasing 
productivity is an important priority in payroll management, so 
evaluate the benefits of these strategies for getting more out of your 
processes. 
 

Consider employee self-service capabilities to improve 
payroll efficiency. 
For half of organizations, employee self-service is an 

important aspect of payroll management. In addition to speeding up 
the process, it can enable people to find their payroll information more 
easily; such transparency can boost morale and productivity. Of 
organizations that have upgraded to their payroll management 
system, 40 percent said a benefit of the new system is increased 
employee self-service. Look for this component in any payroll 
management software you evaluate. 
 

Understand how Finance is involved with payroll 
information. 

Remember that your finance department has a stake in 
efficient and accurate payroll management. The research finds that 
half or more finance departments use payroll management software to 
manage the organization’s financial performance and want to influence 
and improve the payroll management process. Executive sponsorship 
is a key consideration in establishing a business case for investing in 
payroll management, so having Finance behind a proposal is likely to 
help. 
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Build a practical business case for payroll 
management. 
 The research shows that the case for investment includes 
both operational and financial factors, exemplified by the two 

most important considerations: improved audit and regulatory 
compliance and reduced total cost of ownership (TCO). This research 
finds that the leading technology and vendor criteria applied by those 
seeking new software are about usability and reliability. Identify 
factors that a broad audience within the business will appreciate, and 
demonstrate that your initiative can help boost both efficiency of the 
process and productivity of employees. Ensure that you have both the 
budget required for investment and executive sponsorship of the 
proposal; affordability of the payroll management product likely will be 
a major factor in gaining them. 
 

Consider alternative deployment models for 
payroll management. 
Among deployment options, the largest percentage 

(44%) of organizations in this research deploy payroll management 
on-premises. However, cloud computing can offer a more affordable 
method that delivers lower TCO and consumes few in-house IT 
resources to implement and maintain the system. If your organization 
currently outsources the payroll function (as one-fourth in this 
research do) but would like closer oversight of it, a cloud-based 
system can provide aspects of both outsourcing and in-house control. 
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 About Ventana Research 
Ventana Research is the most authoritative and respected benchmark 
business technology research and advisory services firm. We provide 
insight and expert guidance on mainstream and disruptive 
technologies through a unique set of research-based offerings 
including benchmark research and technology evaluation assessments, 
education workshops and our research and advisory services, Ventana 
On-Demand. Our unparalleled understanding of the role of technology 
in optimizing business processes and performance and our best 
practices guidance are rooted in our rigorous research-based 
benchmarking of people, processes, information and technology across 
business and IT functions in every industry. This benchmark research 
plus our market coverage and in-depth knowledge of hundreds of 
technology providers means we can deliver education and expertise to 
our clients to increase the value they derive from technology 
investments while reducing time, cost and risk.  
 
Ventana Research provides the most comprehensive analyst and 
research coverage in the industry; business and IT professionals 
worldwide are members of our community and benefit from Ventana 
Research’s insights, as do highly regarded media and association 
partners around the globe. Our views and analyses are distributed 
daily through blogs and social media channels including Twitter, 
Facebook, LinkedIn and Google+. 
 
To learn how Ventana Research advances organizations’ use of 
information and technology through benchmark research, education 
and advisory services, visit www.ventanaresearch.com. 

http://twitter.com/ventanaresearch�
http://www.facebook.com/group.php?gid=42346537689&ref=ts�
http://www.linkedin.com/groups?gid=1625427�
https://plus.google.com/107660697898618790080/posts#107660697898618790080/posts�
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Appendix: About This Benchmark 
Research 

Methodology 
Ventana Research conducted this benchmark research on the Web 
from July through September 2013. We solicited survey participation 
via email, our website and social media invitations. Email invitations 
were also sent by our media partners and by vendor sponsors. 
 
We presented this explanation of the topic to participants prior to their 
entry into the survey: 
 
Managing payroll has long been an administrative task, rarely viewed 
as having any strategic value to business. That perspective is 
changing, as human capital management (HCM) increasingly becomes 
more critical in attracting and retaining talent and as processes and 
information become ever more interconnected. This benchmark 
research examines payroll’s connections to information in core human 
resources management, workforce management and talent 
management systems and its enhanced role in helping to create a 
more complete view of human capital for executives and managers of 
organizations. 
 
The following promotion incented participants to complete the survey: 
 
What’s In It For You? Upon completion of the research, all qualified 
participants will receive a report on the findings of this benchmark 
research to support their organization’s efforts, along with a $5 
Amazon.com gift certificate. In addition, all qualified participants will 
be entered into a drawing to win one of 25 benchmark research 
reports and a 30-minute consultation, a package valued at US$1,495 
or €1,232. Thank you for your participation! 
 

Qualification 
We designed the research to assess the use of and plans for 
spreadsheets across organizations and industries. Qualification to 
participate was presented to participants as follows: 
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The survey for this benchmark research is designed for business 
managers in finance, HR and payroll departments and IT managers 
connected with supporting payroll systems or involved with the 
purchasing of technology for this area. Solution providers, software 
vendors, consultants, media and systems integrators may participate 
in the survey, but they are not eligible for incentives and their input 
will be used only if they meet the qualifications. Incentives are 
provided to qualified participants in the research and also are 
conditional on provision of accurate contact information including 
company name and company email address that can be used for 
fulfillment of incentives. 
 
Further qualification evaluation of respondents was conducted as part 
of the research methodology and quality assurance processes. It 
entailed screening out responses from companies that are too small, 
questionnaires that were not materially complete, or those where the 
submission is from an inappropriate submitter or appears to be 
spurious. 
 

Demographics 
We designed the survey used for this research to be answered by 
executives and managers across a broad range of roles and titles 
working in organizations. We deemed 172 of those who clicked 
through to this survey to be qualified to have their answers analyzed 
in this research. In this report, the term “participants” refers to that 
group, and the charts in this section characterize various aspects of 
their demographics and qualifications. 
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Company Size by Workforce 

We require participants to indicate the size of their entire company. 
Our research repeatedly shows that size of 
organization, measured in this instance by 
employees, is a useful means of segmenting 
companies because it correlates with the 
complexity of processes, communications and 
organizational structure as well as the com-
plexity of the IT infrastructure. In this re-
search, participants represented a range of 
organization sizes but concentrated in the two 
middle categories: 18 percent work in very 
large companies (having 10,000 or more 
employees), 33 percent work in large com-

panies (with 1,000 to 9,999 employees), 34 percent work in midsize 
companies (with 100 to 999 employees), and 15 percent work in small 
companies (with fewer than 100 employees). This distribution is 
consistent with prior benchmark research and our research objectives 
and provides a suitably large sample from each size category. 
 

 
Company Size by Annual Revenue 

When we measured size by annual revenue, the distribution of 
categories shifted downward; fewer com-
panies fell into the three largest categories 
and nearly three times as many are small. By 
this measure, 5 percent fewer are very large 
companies (having revenue of more than 
US$10 billion), 5 percent fewer are large 
companies (having revenue from US$500 
million to US$10 billion), 15 percent fewer are 
midsize companies (having revenue from 
US$100 to US$500 million), and 26 percent 
more are small companies (with revenue of 
less than US$100 million). This sort of redis-

tribution is typical in our research projects when we measure by 
revenue instead of headcount. 
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Geographic Distribution 

A large majority (87%) of the participants 
were from companies located or head-
quartered in North America. Those based in 
Asia Pacific accounted for 8 percent, in Eu-
rope for 3 percent and in Central and South 
America for 1 percent. This result was in 
keeping with our expectations at the start of 
this investigation, since organizations parti-
cipating in our research most often are head-
quartered in North America. However, many 
of these are global organizations operating 

worldwide. 

 
 

 

 
Industry  

The companies of the participants in this 
benchmark research represented a broad 
range of industries, which we have catego-
rized into four general categories as shown. 
Companies that provide services accounted 
for 41 percent, those in manufacturing for 34 
percent and those in finance, insurance and 
real estate for 15 percent. Government, 
education and nonprofits accounted for the 
balance.  
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Job Title 

We asked participants to choose from among 13 titles the one that 
best describes theirs. We sorted these re-
sponses into four categories: executives, 
management, users and others. Slightly more 
than half identified themselves as having 
titles that we categorize as users, a grouping 
that includes director (12%), senior manager 
or manager (28%), analyst (7%) and staff 
(6%). Nearly one-third are executives, the 
most prevalent (12%) being CFOs. Another 
12 percent are management, by which we 
mean vice presidents. Others, in this case 
consultants, accounted for the balance. We 

concluded after analysis that this response set provided a meaningfully 
broad distribution of job titles. 
 

 

Role by Functional Area 
We asked participants to identify their functional area of responsibility 

as well. This enabled us to identify differences 
between participants who have differing roles 
in the organization. Nearly three out of five 
participants (57%) identified themselves as 
being in the finance or accounting function or 
in IT. Human resources personnel accounted 
for 9 percent, 6 percent are executives, and 
10 percent are in operations or administra-
tion. A variety of 11 other titles, none with 
more than 2 percent of the total, comprised 
the Other category. 
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