Moving HR to the Cloud?
Navigate key barriers to boost success
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Executive Summary

It’s no surprise that more and more companies are moving their HR
applications to the cloud to boost innovation, increase flexibility and
control costs. The shift, now at a frenzied pace, is fueling tremendous growth
in the HR technology space. It is also creating uncertainty for HR business and
technology leaders who are struggling with important questions such as:

¢ Isthe cloud right for my organization?
* Does it make sense to move everything to the cloud or just certain process areas?
¢ Is the move paying off for the early adopters?

* What challenges are organizations facing with their migrations to cloud?

PwC(C’s 2014 HR Technology Survey of nearly 270 US-based companies,
including a range of industries and company sizes, provides insight into these
and other important issues facing today’s HR business and technology leaders.
Clearly, the shift from on-premise Human Capital Management (HCM) to cloud-
based HCM applications is a significant trend that cannot be ignored. Yet, despite
high levels of satisfaction, HR business and technology leaders are finding that
moving to the cloud requires a transformational mindset—one that many seem
to undervalue and oversimplify.

The HR technology options to enable today’s business and people strategies
can be overwhelming. In this paper, we'll first look at the industry landscape,
including the types of organizations moving to the cloud, top HR technology
investments, and major trends driving HR cloud adoption. Next, we’ll look at
primary challenges that HR business and technology leaders are encountering
along the way. We’ll also provide key considerations to help smooth the
transition and help make the journey worthwhile.




Small and medium sized businesses comprise early adopters, for now

While the cloud holds promise for
organizations of any size, our survey
shows that small and mid-market
organizations currently comprise the
bulk of those moving core transactional
processes, such as HR and payroll, to
the cloud. For example, more than

70 percent of our survey respondents

with core HR and payroll in the cloud
have less than 5,000 employees. Larger
organizations remain encouraged

by cloud options, yet appear more
cautious in the near term. For instance,
less than 10 percent of respondents
with core HR and payroll in the cloud
have more than 10,000 employees.

Meanwhile, nearly 60 percent of
respondents with core HR “on-
premise?” selected “no change” when
asked about future deployment
plans—opting to take a wait and see
approach while making incremental
improvements or upgrades to their
HR technology platforms.

On-premise future plans

When on-premise customers were asked about future deployment, what was

their general response?

%
{I Core HR’ <I Recruiting

-

18%

Payroll

Il Don’t Know [l Move to the Cloud (Saas) Ml No Change [ Outsource

Note: Due to rounding, numbers reported may not reconcile precisely with raw data.

This is not to say that larger
organizations aren’t moving certain
HR-related processes—like recruiting
and performance management—

to the cloud. In fact, cloud deployment
continues to be the most popular
approach for these two processes. For
instance, 57 percent of respondents
with more than 5,000 employees
enable their performance management
processes via cloud software; 61
percent of these larger organizations
use cloud software for recruiting.

Of the larger organizations that don’t
leverage cloud software for recruiting
today — 32 percent plan to do so
within the next three years.
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The take-away is that larger
organizations are currently more
inclined to mix on-premise and cloud
applications— or “co-exist”— while
smaller organizations are opting to
migrate applications in more of an end-
to-end fashion. While integration, in
the case of a co-exist strategy, becomes
more of an issue, larger organizations
have opted for this over the larger
transformational effort of moving
everything to the cloud. Organizations
that are slower to change often take
this approach because of risk and
change aspects that go along with

any major transformation. Moving

More than

------------------------ 0%

of respondents with
core HR and payroll in
the cloud have less than
5,000 employees.

to the cloud requires a willingness to
change business processes and adopt
software as delivered. The larger

an organization, the more complex
change management becomes in
order to ensure user adoption. The
pace of the change also depends on
the type of process being moved.

For example, if you have a unique

or highly customized process today,
odds are that it will require a greater
transformational effort to fit into
today’s cloud software.

1 “On-premise” refers to hosting software on site
versus remotely in the cloud.



HR technology investments and vendor consolidation goals similar to last year

HR technology investments

The top HR technology investment
priorities remain relatively consistent

with last year’s findings, with core HR and
recruiting still dominating. Time reporting,
onboarding, goal/performance, and
payroll round out the top six technology

priorities for HR organizations. These areas
make sense given the focus on acquiring,
onboarding and developing talent, as

well as the opportunity to move core
transactional processes to the cloud or to
newer releases of on-premise software.

3%

In PwC'’s 17th Annual CEO
Survey, 93% of CEOs said
they recognize the need
to change their strategies
for talent.

- 0909000000000 oa%
o

Recruting

M2014
M2013

Time
reporting
Onboarding

5%

Goal and 6%

Peromance

Payroll

The chart shows the number of times a process was listed as #1. Base: 227

Vendor consolidation

These technology priorities are
underpinned by a key guiding principle—
in that a large percentage of respondents,
nearly 40 percent, would like to use

fewer vendors, which we recommend
when possible. Standardizing on either a
single or fewer vendors can enable better
integration, provide a more consistent user
experience for the workforce, and enable
better economies of scale when purchasing
or paying software subscriptions.
Standardizing on fewer vendors can also
reduce the types of support skills needed
in the organization.

4%

Only 34%, however, feel
that HR is well prepared
for the challenges ahead.

Source: PwC’s 17th Annual
CEO Survey

How do you see the number of software vendors in your HR

We plan on using
fewer software
vendors (e.g.,
consolidating
our portfolio)

No change; we
plan to have about
the same number
of software vendors

Unknown We plan to use
even more software
vendors (e.g., we
favor a “best of

breed” approach)

PwC HR Technology Survey 2014 3



However, standardizing also requires
compromise as well as a mindset

shift. Selected vendors will likely not
be equally strong in every process

area. HR organizations will likely find
that they prefer the compensation
solution from vendor A, recruiting
solution from vendor B, and payroll
solution from vendor C. This is to be
expected. HR organizations can benefit

from prioritizing requirements and
understanding that— especially with
cloud HR vendors—new releases

are pushed to customers two to

three times a year. Organizations
need to “place a bet” on the software
vendor’s strategy, since these products
are evolving rapidly. While critical
functional requirements need to be
met, it is worthwhile to investigate

when certain functional gaps are
scheduled to be closed by the vendor
who meets most of the organization’s
needs. Many are not doing this—as
only four percent listed “vendor
roadmap” as a consideration in their
cloud software evaluation. Selecting a
single vendor, or taking a best of breed
approach, typically depends on the size
and complexity of the organization.

Innovation and lower cost of ownership top the list of key HR cloud drivers

Innovation

While it’s clear that the cloud trend
is picking up steam, it’s important

to understand the key trends that
are driving organizations to make
the journey. Over 40 percent of our
respondents who have moved to the
cloud say a primary motivator was the
ability to take advantage of software
innovations more quickly. Often,
organizations are looking for greater
innovation in areas including user
experience, and employee

Lower cost of ownership

Lower cost of ownership, cited by
nearly 40 percent of respondents, was
the second most common motivator in
the move to the cloud. While migrating
to the cloud doesn’t guarantee lower
costs in and of itself, our survey
results did yield one particular area of
savings: A clear reduction in Human
Resource Information Systems (HRIS)
and Human Resource Information
Technology (HRIT) support staffing

engagement— particularly talent
management. This isn’t surprising,
as more companies are adopting agile

frameworks to shorten cycles, increase
collaboration, and enhance quality.

What were your primary motivators for moving to the cloud?

Ability to take advantage of software innovations/quicker release cycles

N

Lower cost of ownership

Wanted less dependence on IT

levels, when comparing companies
with on-premise solutions with those
using cloud solutions. The need for
technical development and technical

management/oversight roles were
the most heavily impacted when
companies moved from on-premise
to cloud solutions.

Average support FTEs per automated process area

All companies

[l On-premise [ SaaS

Companies < 5,000 employees




Less dependence on IT

A desire to minimize dependency on
IT for operational needs was another
key motivator, cited by 11 percent of
respondents. We expect this trend to
increase as more organizations move
to the New IT Platform? of the future,
where IT will evolve from a centralized
authority into orchestrator of

business services that helps empower
professionals across the entire
organization with technology.

Mobility

We also see mobility as another key
driver of HR processes to the cloud,
particularly as organizations work
to support employees and customers

anywhere, anytime, across any device.
For instance, nearly 85 percent of
survey respondents with core HR in the
cloud use mobile technology to support
the HR function. By contrast, of those
without core HR in the cloud, only

64 percent use mobile technologies

to support their HR processes.

Organizational readiness and process transformation among top HR cloud barriers

The decision to move HR to the cloud
is positive for many. More than half of
our respondents cite high satisfaction
with their cloud offerings for core HR,
payroll and recruiting, to name just

a few process areas. We consistently
hear from our clients the advantages
of moving to the cloud in areas

like greater agility and innovation,
potential cost savings, and greater
workforce mobility.

However, many are experiencing
unexpected challenges along the
way—indicating that leaders need to

give greater consideration to the move.

Nearly a quarter (over 30 percent for
core HR) of our respondents overall
said their implementation took longer
or cost more than they anticipated.
Many organizations are simply

underestimating the cultural and
mindset shifts required, the need for
new business processes, and the overall
organizational impact. Product issues
and skills are also key considerations.
We expect these issues to only

increase as larger and more complex
organizations move to cloud.

What were your biggest challenges during your cloud (SaaS) implementation?

Not fully prepared for the
process transformation required

Our organization’s readiness

embrace the SaaS mindset
The product didn’t have the features
believe in the sales process
71 Lack of skilled/available resources
in the market who know the product

Percentage

of respondents
who said that
their cloud
implementation
took longer and/or
cost more than
expected

Lack of internal resources

(B Product defects/bugs slowed our progress

A Lack of executive sponsorship or clear vision


http://www.pwc.com/us/en/increasing-it-effectiveness/new-it-platform.jhtml

Strategy and measurement
Many barriers can be alleviated by
developing a thorough strategy at

the outset of the transformation,

with input from the entire C-suite

and other business and technology
leaders. However, many organizations
are falling short here with inadequate
planning. Nearly one third of our
respondents said they do not have

Do you have a formal HR
Technology roadmap/strategy?

Unknown

Organizational readiness and
SaaS mindset

Overall organizational readiness

and a SaaS mindset are often major
challenges in the HR technology
journey to the cloud. In our survey,
113 respondents cited a “readiness to
give up customizations and embrace a
SaaS mindset” as an implementation
challenge.

an HR technology roadmap. Only 49
percent of those who do have one
refresh it every year. An up front
strategy is a important step that
should not be ignored.

HR measurement is just as important
as up front strategy, yet many
organizations are falling short here as
well. While cost savings is a primary
motivator for moving to the cloud,
more than 55 percent of respondents
either didn’t create a business case,
or weren’t sure if they had one to
support their migration to the cloud.
Of those that did create one, 47
percent never validated that they
achieved the anticipated benefits.

Without measurement processes, it’s
hard to assess the benefits of moving
to the cloud, which makes it difficult
to strategically move forward or
demonstrate value after the fact.

Business case achieved?

Not sure; we never went back and updated
our business case with actual results

MR 20

Yes, we fully achieved our expected benefits
MATININEN 200

We partially achieved our expected benefits

1%

We did not achieve our expected benefits

According to PwC’s 6" Annual Digital IQ Survey, CEOs need a digital
strategy that considers multiple business dimensions—its growth and cost goals,
products and services, partnerships, marketing and customer engagement,
talent acquisition and retention, operations, and more. CEOs can best position
themselves for the impact of technology by forging a strong HR partnership.
Collaboration between HR and the C-suite can help ensure that HR strategy and
investments align to top-line business goals and are backed by the entire C-suite.

What does it mean to be
“organizationally ready” or to have
a “SaaS mindset”? First, those
who want to move HR to the cloud
need to be willing to change their
business practices and be ready to
embrace delivered processes. For
larger organizations in particular,
old behaviors of “have it your way
and customize” are hard to change.
With more traditional on-premise
solutions, if you could dream it—
you could have it through custom

development. This is not the case with
cloud solutions. While configuration
flexibility is inherent in the cloud and
can accommodate the majority of
requirements, there will be limitations,
especially if your organization has
many unique requirements.

With the superior usability offered

by the cloud, organizations are also
becoming more ambitious in deploying
employee and manager self-service
(ESS and MSS).



However, this better user interface
offered in the cloud does not guarantee
that the shift in responsibilities now
required for employees and managers
will be welcomed with open arms.
Organizations need to have a plan to
help their employees embrace a SaaS

mindset and to work in new ways.
Managers and employees need to

be engaged up front so that they are
part of the process. They also need
frequent messaging about how the
cloud can make their jobs easier and
how actionable analytics can help them

A solid organizational readiness and change management approach
should be woven in to the overall strategy from the outset, and measured along
the way. These assessments should go beyond HR to leverage input from key
stakeholders to help target areas within the organization that might resist change.

Business process
transformation

In our survey, 118 respondents said
they were “not fully prepared for the
process transformation required.”
When moving HR to the cloud, many,
if not all, HR business processes will
likely need to change. The impact of
new processes can be far reaching
across the enterprise, and often,
business and technology leaders don’t
fully consider the full organizational
impact. Certainly, the required
changes to business processes depend
on the specific functionality being
implemented.

For instance, take the succession
planning process. If today your
organization uses spreadsheets to
manage the effort, then a move to
the cloud may be quick, painless and
highly beneficial. Most succession
planning processes are fairly straight
forward and the number of users

is typically low. However, take
another process with relatively few
users— payroll—and it may be
significantly more complex and require
more business transformation in the
cloud if it is highly customized due
to, for instance, unusual company

pay policy calculation requirements.
A process such as performance
management touches everyone in the
organization. So, while not typically
a complex process, even a small
functionality gap or process change
will be noticed by everyone, requiring
a much higher degree of change
management.

Marketing hype within the industry
doesn’t help. HR business and
technology leaders are often told that
cloud migrations can be achieved
within several weeks or a few months.
While this is sometimes true for smaller
organizations that have moved off of
spreadsheets or manual processes, it
is not quite that easy for larger, more
complex or global organizations.
Moving to the cloud typically means
more process change—not less. Cloud
solutions are not customizable. So
while technical development time is
reduced, the time to challenge old
processes and policies, gain consensus
for new business practices or develop
workarounds increases.

Even during follow up interviews
to our survey, we heard similar
comments regarding the importance

leverage better ways of doing business.
This takes time and effort during

an implementation. It’s important,
however, to make the investment
during the implementation to achieve
your desired business case; it really is a
pay now or pay later proposition.

of process transformation and change
management. For instance, one
interviewee whose company deployed
ESS and MSS in the cloud admitted
that they needed to “generate more buy-
in from business leaders and employees
alike from the beginning. The whole
change management concept deserved
more attention.”

Another stated, “What we heard
about the product was great—easy to
use/configure— then reality hit with
implementation. It quickly became
obvious we were going

to have process challenges.”

This is a transformational effort that
many are short changing.
areadiness to give

1 1 3 up customizations

and embrace a SaaS mindset as an
implementation challenge.

respondents cited

respondents said
they were not fully

1 1 8 prepared for the

process transformation required.
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Product features and skills
Many of our respondents cite
challenges with their cloud products
as a barrier to implementation. While
about 40 percent of respondents cited
high satisfaction in terms of product(s)
being able to handle 75 percent to 100
percent of their requirements, one

of top three challenges identified by
the survey related to product features
and overall fit with business needs.
Specifically, 106 respondents said that
the “product didn’t have the features
or perform as well as we were led

to believe in the sales process.” And
70 respondents said that “product
defects/bugs slowed our progress.”

Some degree of “feature gap”

is to be expected with any

software —especially in the cloud,
where gaps cannot be closed with a
customization, as they could be with
on-premise software.

Conclusion

HR business and technology leaders
are making significant strides in
transforming their organizations to
meet the changing needs inherent in
today’s extraordinarily complex global
business environment. The cloud

can offer tremendous advantages

Doing homework in advance,
therefore, is essential to avoid
functionality gap surprises. Yet, some
organizations are not thoroughly
assessing their most critical
requirements against the software’s
capabilities. While it is a good
practice to ask, “Why can’t I adapt

my processes to what the delivered
software can do?,” it is best to learn
about the capabilities and any critical
limitations— before signing the
contract. The good news is that cloud
software is evolving rapidly, so even if
gaps exist, they may be closed shortly.

Skills are another area on respondents’
minds. In our survey, 99 respondents
note “a lack of internal resources

to assist with the project.” And

71 respondents say that “a lack of
available/skilled resources in the
market who know the product” is an
implementation challenge. Looking
ahead, new digital keystone skills will
become increasingly essential. The
project team will need strong business
acumen in addition to technical
expertise, as well as the ability to
collaborate and understand the
priorities of the larger organization.

While software defects are a noted concern, it is important to
remember that overall our respondents are happy with their cloud
products. While vendors work hard to limit issues, leaders are wise to plan for
some contingency in their project timelines to allow identified bugs to be fixed

or to implement workarounds. With the greater frequency and compression of
cloud software release cycles, and new innovative functionality continuously
being added, it only stands to reason that accounting for defect resolution should
be more heavily considered than with on-premise products.

including more innovation, greater
IT independence and empowerment,
mobility in a digital world, and
potential cost advantages. Getting
there successfully, however, requires
a solid strategy and significant
change across many aspects of the

organization —well beyond technology
alone. Organizations that take the time
to plan their journey from strategy
through execution will be better
positioned for sustainable competitive
advantage well into the future.



| About the authors

Dan Staley, Principal

Dan helps organizations better connect and engage

with their workforces by leveraging today’s leading

HR technologies. With more than 25 years of experience
in human capital transformation and technology,

Dan serves as PwC’s HR technology leader and oversees
the firm’s annual HR Technology survey. Dan’s passion
for helping clients better leverage HR technologies helps
them achieve their business goals and associated people
strategies. He frequently publishes articles on the topic,
and is often invited to speak at major conferences to discuss
how organizations can better plan for, deploy and support
technologies that enable their people processes.

Murali Gandi, Director

With more than 17 years of consulting experience, Murali
is a Director within PwC’s HR Technology practice.

Murali specializes in HR technology strategy and roadmap
development, software selection, process re-engineering
and ERP implementations. He has led more than 30

HR technology strategy, software selection, process
improvement, and systems implementation projects
during his career. Murali speaks frequently on HR
technologies and trends at major industry conferences.

PwC HR Technology Survey 2014 9



10 PwC HR Technology Survey 2014



Methodology

The 2014 HR Technology Survey was designed and administered by the PwC HR
Technology team in the summer of 2014. In total, we received 268 distinct company
responses to the survey, a 14 percent increase over last year. The survey was sent to
past and present clients, PwC Saratoga benchmark participants, and attendees from
multiple HR technology vendor conferences.

Q1. Respondent information

Name, title, and company.

Q2. What is the employee headcount at your company?

1,000
-5,000

5,001
-10,000

No Yes

Base: 235

PwC HR Technology Survey 2014
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Q4. What is your company’s industry focus?

@ Financial services

a

i1 § 10%
Public sector

D

Engineering/construction

Pharma & health

i,

Manufacturing

= -

Professional Services

@ Retail & leisure
e Higher education

Technology

E Utilities
Comms & media

Q5. Do you have a formal HR Technology roadmap/strategy?

The number of organizations with a
formal HR technology roadmap increased
to 56 percent this year, compared to only
45 percent of respondents answered
“yes” last year.

Q6. How often is your HR technology roadmap updated?

Unknown

Semi-Annually (every two years) Annually

Bi-Annually (twice a year)

Base: 139
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84%.....

with more than 50,000 employees
had a formal HR technology
roadmap.

Organizations can
benefit from updating
their HR technology
roadmaps at least
annually.



Q7. In which ways do your employees/managers currently use mobile
technology for HR processes?

When we compared the overall survey answers against the subset of those
respondents that have their core HR in the cloud (via SaaS), we found that
organizations with SaaS core HR are far more likely to leverage mobile
technologies.

Not Applicable—We do not use mobile technology for anything HR related (115)
32%

15%
Company directory lookups (63)
18%
25%

Workflow approvals (e.g., hiring approval, time report approvals, etc) (80)

22%

29%
Viewing information about myself or my team (60)
17%

24%

Any transactions that | perform on my desktop can be performed on my mobile device (16)

4%
4%
Other (22)
7% B Average
3% B Core HR delivered via SaaS

Base for each response shown individually in parentheses.

Q8. Do you plan on increasing the number of software vendors that you
use to support HR?

Nearly 40 percent of respondents plan to consolidate and use fewer software
vendors; 13 percent of respondents, however, plan to use even more.

We plan on using No change; we Unknown We plan to use
fewer software plan to have about even more software
vendors (e.g., the same number vendors (e.g., we
consolidating of software vendors favor a “best of

our portfolio) breed” approach)

PwC HR Technology Survey 2014

Companies with
their core HR in the
cloud are far more
likely to deploy
associated mobile
HR capabilities.

Use of mobile in
managing HR
processes is
increasing rapidly.
Last year, 70% of
respondents did

not use mobile for
HR. That number
fell to 32% this year.

We continue to see
vendor consolidation
in the HR technology
market.
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The top priorities for HR technology investments remained relatively
consistent with last year’s results. HR and recruiting still dominate. The chart
shows how often (in percentages) a process was listed as a #1 priority.

Gore HR (52)
(47)

Recruiting

Time Reporting

Onboarding

Goal & Performance
Management

Payroll

HR Analytics

Employee Self-Service

Manager Self-Service

Talent Review &

Succession Planning

Benefits

Workforce Planning

Incentive Compensation

HR Help Desk

Compensation

Employee Portal

Absence Management

Health & Safety

Labor Relations

Process areas show in italic text were not asked about in last year’s (2013) survey.
Base for each response shown individually in parentheses.

(36)

(49)

(15)
(19)
(15)
(10)

(14)
(18)
©

©

©

- (=)

®

(5)

®

(1)

®

®

(4)

®

()

- (=)

)

W%

)

- (=)
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)

| RER)

- (=)
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M 2014
W 2013

O According to PwC’s 17th
O Annual CEO Survey, 70%
of US CEOs are very concerned

about the availability of key skills, and 62% plan to
increase headcount in 2014.




Q10. Where does the HRIS (HR) function report in your organization?

The largest percentage of HRIS departments — 34 percent — report directly
to the head of HR.

Reports directly to the head of HR (CHRO) (68)

34%

Reports to HR, but is aligned with another HR function (e.g., Comp and Benefits) (60)

30%
Reports to HR via an HR Shared Service Center (30)

15%

Reports to IT (28)
14%

Reports to a shared service center outside of HR (7)

3%

Reports to Finance (5)

2%
Other (3)

I1%

Q11. Do you have separate teams in HR and in IT that both support
HR technology?

While the vast majority of organizations — 72 percent — have separate HRIS
and HRIT teams, this number is down from last year, when 85 percent reported
separate functions.

Unknown <1%

No




Q12. How many and what types of full-time equivalent (FTE) resources make up the HRIS and HRIT functions?

Business analysts and reporting/analytics staff reside largely in HRIS while project management is shared. Averages
are shown below.

Functional/
business analysts

Mostly

HRIS roles Functional/ 0.1
business leads 0.8
R reporing s anayic s |
Commonly
shared roles Project managers : 06
Help desk/
production support
Security administrators m
Technical lead . Average HRIT
Mostl
HRIT !oles . Average HRIS

Technical analysts

Database adminstrators

Developer

For the purposes of this year’s survey, the following definitions were provided:
¢ HRIS: HR technology resources that traditionally sit in HR
e HRIT: IT resources reporting to IT that support HR

16 PwC HR Technology Survey 2014



Q13. Using same FTEs from prior question, how are the resources allocated
across the process areas below?

We found that the HRIS overall average is 0.39 and the HRIT overall average is 0.21
per automated process area (or module).

AVERAGE
Module HRIS HRIT Combined

Health & Safety 0.03 0.01 0.04

Q14. To what extent is your HRIS or HRIT organization outsourced to a 3rd party provider?

Most organizations do not outsource their HRIS or HRIT support functions. However, when outsourcing does occur, it
is more likely to take place in the IT function, with 35 percent of organizations noting some degree of HRIT outsourcing
compared to 16 percent in HRIS.

Don’t know Don’t know
Mostly outsourced 2% Fully outsourced 2%

Outsourced \ Mostly \
{ HRIT

to a limited outsourced
degree
Not Not
outsourced; outsourced;
staffed with Outsourced staffed with
employees to a limited employees
degree




Q15. How are your applications deployed?

We still see the majority of core transactional processes — like core HR and payroll — on-premise. However, the move
to the cloud is growing and is already the predominant method to deploy recruiting.

Labor Relations (23) Y& 4% 9%

Workforce Planning (31) KZ&Z 6% 10%

Employee Portal (85) L7 1% 6%
HR Analytics (78) @&z} 17% 6%
Health & Safety (37) W3 11% 14%

HR Help Desk (58) W52 17% 9%

Manager o 0 o
Self-Service (118) [ 22% 5%
Core HR (157) XD 23% 4%
Incentive Errys 19% 8%

Compensation (62)

Self-Service (132) e ) 2L
Time Reporting (120) W52 23% 9%
Payroll (132) s 17% 17%
Compensation (97) J823 29% 6%
Management (79) S Lo e

Benefits (127) [EEE) 19% 27%

Onboarding (59) [BEXS 41% 10%

Management (108) e 45% 6%

Talent Review & LA 42% 11%
Succession Planning (62)

Recruiting (119) [PLLA 56% 15%
Il On-Premise [l SaaS [l BPO

The shift of applications into the cloud has largely been focused around those processes that are ever evolving
(in terms of innovation), with a wider population of users demanding greater ease of use.

User
User Interface Innovation SaaS/ BPO/

Process/Function Count Expectations Index* On-Premise Cloud Outsourced
Core HR (Base: 157) Low Low Low 73% 23% 4%
Paym”(Base132) ............................................. T O LOW.............. 65% ....... 1 7% ....................... 1 7%
Beneﬂts(Base127) ........................................... O O LOW.............. 54% ....... 1 9%27%
T|meRepomng(Base120) ............................... Medium_ﬁ'ié;] ...... LOW_Mea'i.['J'[;; ...... LOW.............. 68% 23% ......................... 9 %
Comp(Baseg7) ................................................. Low_Me('j'iﬁ;T'; ...... Mediu'r'ﬁ ........... Mediu.r.ﬁ........... 65% 29% ......................... 6 %
onboardmg(Basesg) ....................................... IR T ngh.............. 49% 41% ....................... 1 0%
Goa|s&performance(|3ase108) .................... A N ngh.............. 43% 45% ......................... 6 %
Ta|ent&3uccess|onP|ann|ng(Base62) ........ Mediu.r.r.] ........... FR ngh.............. 47% 42% ....................... 1 1%

Recruiting (Base: 119) High High High 29% 56% 15%




Q16. If your application is deployed in the cloud, what were your motivators?

Cloud (or SaaS) helps organizations efficiently leverage new technology and innovations. This appears to be the
biggest motivator for our survey respondents.

Recruiting (119) ELE) 29% 24% 1% 8%
Goal & Performance
Management (90) 42% 20% 13% 6% 6%

Core HR (93) EFRZ) 18% 23% 10% 6%
Compensation (56) pLL/A 13% 11% 3%4%
Employee Self-Service (61) prLA 12% 13% 8% 6%

Talent Review &
Succession Planning (37) BKEAd 7% 5% |32

Manager Self-Service (52) KL 11% 1% 5% 8%

Benefits (47) RIEZ 13% 12% 5% 1%
Time Reporting (50) RN 12% 10% [7% 3
Onboarding (40) RERZ 12% 6% 5 2
Payroll (44) [ERD 14%  10% [3% (K9

HR Analytics (25) 3 5% 4 [2 3

Employee Portal (20) ER 6% 28 1%
HR Help Desk (22) k32 33838 4 1%

Incentive
Compensation (18) EAAIIEEA 2 1%

Absence Management (16) [ERZRBERZIER <

Health & Safety (5) m
Workforce Planning (3) E »
Labor Relations (1) ﬂ

. Lower cost of ownership

. Ability to take advantage of software . Wanted less dependence on IT
innovations/ quicker release cycles

Did not have the infrastructure . We had a costly/complex There was a company mandate
to host/manage the software environment and needed a to move to the cloud
ourselves catalyst event for change

Note: Not all factors shown. Totals do not add up to 100 percent.
Base for each response shown individually in parentheses.
All numbers shown are percentages.
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Q17. If your application is deployed in the cloud, how satisfied are you with your configuration options?

The level of configuration satisfaction is relatively high, especially for some of the newer cloud processes, such as
core HR. A word of caution, however: a 25 percent-50 percent miss on requirements could have a significant impact.
This is further justification for a proper fit/gap exercise to be completed before signing up for the software subscription
or planning the implementation effort.

Workforce Planning (2) lle[0RZ3

HR Analytics (13) [E&Z)

Core HR (36) JCLYS

Employee Portal (9) JEELRA
Benefits (24) [SLE)

Payroll (23) G/

Employee Self-Service (31) [CrAZ
Manager Self-Service (26) JE2
Compensation (28) LR

Absence Management (11) 5372

Goal & Performance o
Management (49) 43%

HR Help Desk (10) {2
Recruiting (67) [N

Time Reporting (28) IEEZAZ)

Talent Review &
Succession Planning (26)

Onboarding (23) LR

27%

Incentive o
Compensation (12) B

Health & Safety (4)

Labor Relations (1)

. High satisfaction; the Medium satisfaction; the Low satisfaction; the Not sure
product(s) can handle product(s) can handle product(s) handles

75-100% of our 50-75% of our less than 50% of our

requirements requirements requirements

Summary




Q18. If your application is deployed in the cloud, how satisfied are you with your vendor support?

Vendor support satisfaction is hit or miss depending on the process and the vendor. Reference checks and
proper vendor expectation setting discussions are key based on PwC’s experience.

Employee Portal (9) BEERL 56%
Absence Management (11) A 9%
Core HR (35) QEZE 9% 3%
Manager Self-Service (26) BEER] 27% 12%
Incentive
Compensation (12) 8% 25% 8%
Employee Self-Service (31) JEZ¥ 29%
Compensation (28) IREFS 36% 29% 11% 7%
Onboarding (23) ERE33 39% 26% 17% 4%
Workforce Planning (2) I 50%
Recruiting (67) IRPLZ 33% 39% 9% 7%
HR Help Desk (10) 40% 60%
Benefits (24) LR 13% 50% 8% 4%
RTINS 169, 20% 47% 10% 6%
Time Reporting (28) &2 29% 46% 11% 7%
Talent Review & o o 0 o
Succession Planning (26) 1200 P 0 B

Health & Safety (3) JEERA 33%
Payroll (23) [REFD 4%
HR Analytics (13) &3] 15%

Labor Relations (1) 100%

. Not satisfied . Not sure

\"

. Very satisfied . Satisfied . Somewhat satisfied

Base for each response shown individually in parentheses.
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Q19. To support your move to the cloud, did you create a formal business case or ROI?

The creation of business cases to support migrations to the cloud appears to be inconsistent among companies and
their various business processes. PwC recommends the creation of a business case so that value expectations can be
aligned and managed during and after the migration and transformation.

Employee Portal (9) RN 11%

Core HR (35) IR 17%
Incentive

Compensation (12) 58% 25%

Employee Self-Service (31) X3 3 13%

Workforce Planning (2) BGELEA 50%

HR el Dt (10
HR Analytics (13) JEIERZ) 38% 16%
Absence Management (11) LY 36% 19%
Compensation (28) 43% 32% 25%
Manager Self-Service (26) 2L 31% 27%
Recruiting (67) R:PEZS 31% 27%
Time Reporting (28) EEENA 32% 29%
Onboarding (23) EEERZ] 30% 31%
o erormancs [EIED 20% 34%
Payroll (23) 35% 26% 39%
Talent Review & IEYIVA 31% 42%

Succession Planning (26)

0, 0, 0,
Benefits (24) e 42% 33%
Health & Safety (4) B4R 75%

Labor Relations (1) 100%

I Yes I No I Not sure
— Yes
mary

Base for each response shown individually in parentheses.
Not sure —
Sum

Less than half of organizations No
created a formal business

case to rationalize their

move to the cloud.
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Q20. After your cloud implementation, did you achieve your ROI?

Nearly half did not measure their ROI after moving to the cloud; measurement is key to help boost results.

Health & Safety (2) [EFZ) 50%

Absence Management (11) [EERZ) 19%

HR Analytics (13) LR 39%

Payroll (23) LV 52%

Core HR (35) [RZLA 35%

30% 20%

29% 46%

Time Reporting (28) LR 43%
Compensation (28) PLL7A 43%

Gon & Perormance RPYER s0°%
Recruiting (67) [PZA2) 53%

Employee Portal (9) [P#57 23%
Compenszl:lr':i(z)ingvz‘? 17% 58%
Successilﬁlle;l];rﬁeir\{ige\(’;g; 15% 58%

Onboarding (23) EREY/S 48%
Workforce Planning (2) 50%
Labor Relations (1) 100%
. Zﬁrs,e\)/(ve fully achieved . We partially achieved We did not achieve Not sure; we never
pected benefits our expected benefits our expected benefits went back and

updated our business
case with actual results

Base for each response shown individually in parentheses.

Summary I

While 36% cite lower Total Cost of
Ownership as a driver for moving
to the cloud, the results show that
half of those that have moved are
not certain of their actual ROL
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Q21. Describe your cloud implementation

More than half said the implementation was smooth — completed on time, on budget, with no surprises. However,
nearly one quarter of respondents said the implementation took longer and cost more than expected. An up front
strategy and clear guidelines are important to help boost success. Also keep in mind that most of the organizations
that have moved processes to the cloud range from a few hundred employees to a few thousand employees. The
number of hurdles increases proportionally based on an organization’s size, complexity and global breadth.

Compens;rt]%?\ngvzi 42% e e
Onboarding (23) BEERZ 43% 17%

HR Analytics (13) IR 38% 15%

Manager Self-Service (26) EEVA 5 4% (4%
Time Reporting (27) BEE¥Z 19%

Core HR (35) AR 6% | 6%

Recruiting (67) P42 46% 21%

Payroll (23) RPN/ 52% 22%

Compensation (28) WPAEZ) 57% 18%

Health & Safety (4
Employee Self-Service (31) J&¥Z) 68% 6% 3%
Employee Portal (9) 244 67% 11%

HR Help Desk (10) P2 70% 10%
Absence Management (11) IREFZ 64% 18%
Gon & pertoecs [T 7% 1%
Successilﬁllirlletlrﬁl?r\:ic;e\(,;g EREE Eaes CERE

Benefits (24) T 58% 13% 21%
Labor Relations (1) 100%
Workforce Planning (2) 50% 50%

It took longer and/or cost . It was about what we expected . It was shorter or cheaper . Do not know
more than we expected (on time and/or on budget) than we expected

Base for each response shown individually in parentheses.

Nearly a quarter of respondents
Summary experienced unexpected challenges
along the way in their migration
to the cloud.
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Q22. What were your biggest implementation challenges when moving to the cloud?

Nearly one third of respondents said their business was not fully prepared for the move to the cloud. Understanding
and planning for the level of transformation required is important. Data in the table below is sorted by the number of

times we heard each answer.

D
£
IS o
(2] c
g S
] c 2
= 2 8 g 8 z
© Ks} s & S g o
% GEJ B o @ (TR =T
€ P c oiou 2! o 3 ~ gici iz
5 £ 9! 3 E £ 2 o3 § 2 656 85
o R~ RN} o KR it D 9] o SiQia T i o=
o ‘5 1) s ° < O g > F=] =] = ] ) @ 3
2 d 5 2 8 T 2igig Fioiel g Sigiwl@
S5k IT 08 3i3i8iEICT cici®iESILITgl x
5 T 2. 5 E 25 2.3 ¢ 5 ; i 235 g 73 3
=) = (3]
gigidi =S Ggifisgigigi@iTiTiga 225N
Not fully prepared for the process 2915 12i11: 9 i 817 7 6 i5:5:4 2i2:0:i0i1i0
transformation required
Our organization’s readiness to give
up customizations and embrace the : 19 : 12 : 19 : 7 6 11 6 6 3 3 9 1 2 3 4 0 2 0 0
SaaS mind-set
The product didn’t have the features
or didn’t perform as we were led to 23 i 13 : 12 5 5 7 5 8 1 10 : 4 1 4 2 2 0 3 1 0
believe in the sales process
Le_lck of |nternal resources to assist 14 7 15 8 4 10 7 5 4 5 4 7 1 5 4 0 5 0 0
with the project
Lack of skilled/available resources
in the market who know the product / ! 8 5 5 2 5 5 8 ! 1 4 4 2 4 0 1 ! 0
Product defects/bugs slowed our 13 ¢ 10 6 > 7 5 1 10 4 4 3 1 5 4 0 0 0 1 0
progress
No challenges 9 8 1 1 4 3 5 3 0 5 6 3 3 9 2 1 2 1 1
Other 11 7 4 1 5 0 3 4 2 5 6 0 0 3 1 1 2 2 0
Lack of executive sponsorship 7 4 1 1 3 5 3 1 3 1 1 0 0 0 5 0 1 0 0

or clear vision

Summary

Product defects/bugs slowed our progress

No challenges

Other

Lack of executive sponsorship or clear vision

The numbers in the bars reflect how often the answer was
selected by participants; participants had the option of selecting
multiple answers regarding their implementation challenges.

<2l Lack of internal resources to assist with the project

AL Not fully prepared for the process transformation required

i KN Our organization’s readiness to give up customizations and embrace the SaaS mind-set

10N The product didn’t have the features or didn’t perform as we were led to believe in the sales process

Lack of skilled/available resources in the market who know the product

Only 9% of respondents claimed to
have “no challenges” when moving

a process to the cloud.
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Q23. What were your product selection criteria for choosing cloud software?

Product alignment with business requirements and usability seem to be among the most important considerations in
moving HR to the cloud. Data security and integration with internal systems are also important when selecting Cloud
HCM products. The graphic below shows how often each answer was chosen.

Features/functionality User interface (e.g. usability) Cost (subscription fees Data security
and/or implementation costs)

Technology (used Vendor’s reputation Positive references Scalability Vendor’s future roadmap
for integration, etc.) in the marketplace and the promise

of future features

Provided the best Deployment flexibility Vendor already Positive experience Vendor’s current
platform to force (can deploy modules established as with the vendor’s sales/ install base
our desired change/ in any order at any time) company standard account team

transformation
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Q24. What product do you use today?

The HR solutions among respondents vary, depending on the particular process/function. The selection of “other”
continues to demonstrate the fragmentation of the HR technology vendor landscape: 38 percent are planning a major
upgrade or implementation of their core HR.
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Q25. What are your future deployment plans over the next 1-3 years?

Many on-premise customers are opting to either continue with or upgrade their current technology. However, many are
considering moving their talent management processes to cloud. Innovation and ease of use are the primary drivers
for this move.

Labor Relations (23) &N 5%

Payroll (132) Wrf'&Z3 10% 1%—*

Health & Safety (124) JC:R 11% 18%
Time Reporting (116) JI&Z) 12% 15% 1%

HR Help Desk (131) RN 19% 9% 2%

Manager Self-Service (119) RN 22% 13%
Benefits 97)
Employee Self-Service (37)
Compensation (58) WA 27% 11% 2%
Core HR (153) JEENA 26% 15%
RV 55% 25% 15% 2%
Employee Portal (85) ELRZ) 18% 20% 1%
HR Analytics (78) EEEEZ) 25% 13%
Recruiting (119) BEER 32% 12% 3%
Succession Planning (62
Compens;rt]i(c:)%nfgg 47% 31% 18%

Workforce Planning (58) BG4 19% 27% 4%

Onboarding (31) ERL:EA 24% 28% 7%

. No change . Move to the Cloud (SaaS) . Don’t know . Outsource Bring in-house (On Premise)

The shift is occurring.

In 2013, 66% noted that they would
keep core HR on-premise and 21% said
they would move it to the cloud. This is
compared to 59% and 26%, respectively
this year.



Q26. How would you describe your organization’s use of employee self-service, manager self-service
and HR analytics?

The use of ESS and MSS to empower employees and managers while lowering the cost of HR service delivery has
become more commonplace. More than half of our surveyed organizations have, at least, basic capabilities. Likewise,
HR analytic capabilities are becoming more common for HR departments and people leaders to gain critical insights
for real-time decision making. We anticipate that these capabilities will continue to trend toward the mature end of the
scale, with cloud technologies becoming more prevalent.

B0 -t ellClCilCillillillcilcilcilcciiciiciiooes
SO LR EEEEEEEEEEEEEEEES 4500/ T R
L AR EEEREEEEEREEEEERES 7 ALl slaatils “CSEEEE SO

Manager Self Service

Employee Self Service

— HR Analytics

30 ---- - SRR AR EREEED SERhE) / JARREREEEEEEEEEEEEEEEREEE e CGER © (R
P{UEEEEEEE B R SRR’ , A S i G G
LVREEEEE B EREEERRES” olll” oSl . , T 10 /0 SCELEEEEEEEEEE G G

No capabilities Very limited Basic Solid Mature/robust capabilities;
capabilities; one capabilities capabilities multiple dashboards and
dashboard used drill downs used by many

by a few
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