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2015 HR Technology and Service Delivery Survey Demographics

Location of Employees
m2014 m2015

60% 61%

24% 20% 15% 16%

1% 4%

North America LATAM EMEA APAC

Other (please specify)
HRIT
VP/Director, Shared Services or GBS

VP/ Director, HR 35%

Chief HR Officer

65% Global Employee Count
m2014 ®2015

13% 12%

10% 10% 10%

Greater than

Lessthan 10,000 - 25,000 25,001-50,000 50,001 -
10,000 100,000 100,000

Primary Industry
m2014 ®2015

31%

Business services 33%

Energy

Financial Services

Healthcare & Pharma
Manufacturing

Consumer Packaged Goods
Retail

Telecom & Media

Travel, Transportation & Leisure

Federal/Government
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Industry Trends in HR Technology and Service Delivery
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" ISG conducted its second annual Industry Trends in Human Resources Technology and Service
Delivery Survey* during the second half of 2015. The survey explores the changing landscape
of HR technology and service delivery.

lllhe key findings from this year’s survey suggest:

» Enterprises continue to migrate from on-premises Human Resource Management Systems (HRMS)
to Software-as-a-Service (SaaS)-based HR technologies; more than 70 percent of respondents have
implemented or plan to implement HR SaaS within the next two years.

» HR organizations are shifting their focus from cost savings to strategic business alignment, process
improvement and employee engagement.

» User experience and usability factors are driving selection criteria and expected benefits for both HR
technology and service delivery model decisions.

» The market is seeing initial signs that enterprise-level HR decision making is becoming increasingly
data-driven.

» Service delivery model changes are key to HR transformation and should include evaluating new or
increased use of shared services or outsourced delivery models.

*Research conducted by Information Services Group (ISG). Co-sponsored by HRO Today Services and Technology Association.
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Strategic Alignment is #1

%rqanizaﬁons are focused on strategic alignment to the business.

Key'Focus-Areas for'improvementin‘HR ‘Organizations'between2015'and-2018
m 2014

Strategic alignment to the business

Driving business process improvements

Talent acquisition and retention

Improving employee engagement

Driving human capital management technology improvements

Improving quality including access to best practices/innovation

Improving HR analytics capabilities and value

Delivering on cost reduction targets

Performance Management

Other

0%

0%
0%

0%

m 2015
32%
33%
13%
17%
19%
15%
3%
13%
9%

8%

8%

8%
4%

10%
2%
5%

Source: ISG HR Technology and Service Delivery Survey - 2015
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The Way Enterprises Con

(nterprises are rapidly shifting away from an all on-premise model towards Saa$S
and hybrid solutions, particularly companies with <10,000 employees.

Prevalence of HR-Technology Deployment Models

W (2015)<10,000 m(2015)>10,000 = (2014)<10,000 m (2014)>10,000

43% 46%
o

39%

21%  22%

Licensed software on premise Own and Licensed software hosted (hosted by a third SaaS$ subscription based Hybrid (A combination of the above)
host) party)

Likelihood of Implementing-a-SaaS-Technology-Platform-by-HR-Function

B Fully implemented M Currently implementing = Considering implementing 0-2 years B Considering implementing > 2 years 1 Not considering implementing

Workforce Administration 17% 19% 13%
Payroll/Time 21% 17% 13%
Benefits Administration 15% 19% 8%
Talent Management 19% 15% 6%
HR Analytics 9% 17% 9%

Source: ISG HR Technology and Service Delivery Survey - 2015
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How likely is your organization to pursue a hybrid strategy (versus an
enterprise SaaS solution) during the 2016-2018 timeframe?

. Very likely
- Somewhat likely

- Not likely — we will move to a fully SaaS solution

. We are not moving to SaaS

- Unknown
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SaaS HCM gaining significant penetration as core HR system

For those companies planning a change in HR technology, they are 4 times more
likely to move to Saa$ than upgrade for Core HR.

Most Likely Outcome for Core HRMS-Technologies-between-2015-and-2018

Replace current HRMS with a SaaS HCM solution

48%

No change to current HRMS 36%

Upgrade current HRMS 12%

D
e\c I

Other (please specify)

Replace current HRMS with an on-premise solution | 0%

Source: ISG HR Technology and Service Delivery Survey - 2015
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Talent moves to the SaaS Integrated Suite

As companies move their core HR to the cloud, they are increasingly evaluating
their talent technology as well.

Most-Likely Outcome-for-Talent-Technologies-between-2015-and-2018

Replace current talent platform(s) with a SaaS integrated talent

. 52%
suite

No change to current talent platform(s) 20%

Upgrade current talent platform(s) 24%

Other (please specify) - 4%

Replace current talent platform(s) with an on-premise solution | 0%

Source: ISG HR Technology and Service Delivery Survey - 2015
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Usability Drives Selection

| After mandatory data security, usability features top the list of buyer selection
criteria among HR technology buyers; drives user adoption and engagement.

How‘important-are the following features-to'you-in‘selecting'new‘HR‘technology?

B Must Have

Data Security

Ease of Use

Configurability 71%

Depth of Functionality 60%

Modern Look/Feel 40%

Predictive Analytics 51%

Mobile Access 48%

Global Design 45%

Social Features 17%

Source: ISG HR Technology and Service Delivery Survey - 2015
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H Nice to Have

90%

54%

B Not Important

2%
10%
27% 2%
40%
54% 6%
43% 6%
42% 10%
34% 21%
29%
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Expectations For Mobile And Social Are Growing

Mobile access is expected by Managers, Employees and HR. Social capability is
becoming increasingly desired, particularly among large organizations.

Need for Mobile Access Need for Social Features

m<10,000 m>10,000 m<10,000 m>10,000
6%
Must Have Must Have . .
Niceto a2% iceto MMM ¢
Important - 6% Important _ 24%
Unknown = 0% Unknown @ 0%

orN/A 0% or N/A . 6%
Key Drivers Key Drivers
P> Dispersed workforces without access to company computers P> Attracting and retaining tech-savvy millennials
P> Address the expectations of the growing millennial P> Enable new ways of showing recognition, recommending

population colleagues, and sharing learning content

Source: ISG HR Technology and Service Delivery Survey - 2015
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What are your biggest challenges to achieving better use of HR Big
Data/Metrics/Predictive Analytics by HR professionals in your organization?

Inaccurate or hard to access data

Lack of analytics/quantitative skills among HR professionals

Lack of investment in necessary HR systems to support metrics and predictive
analytics

Lack of a data-driven culture as it relates to people related activities

Lack of management/executive support
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Is HR Becoming a Data Driven Function?

P/redictive analytics are beginning to allow HR and the business to make better decisions, but
we are still in the early days of this journey.

How HR-is-Using-Data to-Make-Workforce Decisions

Analyze and make predictions about our workforce via dashboards that > >
contain predictive analytics (w = =
= 9 =
On-demand (use to analyze workforce issues in realtime) — < < 3
M ~+ ©
. . “ " 1 : n E
Analyze via dashboards and metrics that are “current” and available 7
L. (7))
—~ S
Use data via operational reporting (i.e. Headcount, turnover). 29% o > -;_
) a o
Use data via ad hoc reporting to support only the most critical decisions. L g < é
-+
- =
< -—
Rarely use data to make decisions. (0] 8

Key Challenges to HR-in.Becoming More Data Driven

= >10,000 H <10,000

Inaccurate or hard-to-access data

Lack of analytic /quantitative skills among HR professionals

Lack of investment in necessary HR systems to support metrics and
predictive analytics

41%

Lack of a data-driven culture as it relates to people related activities
Lack of management/executive support

Other
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The User is King

Improving the employee user experience and providing access to ongoing
innovation tops the list of expected benefits.

Expected‘Benefits‘of‘HR‘SaaS-Technology Solutions

Improve the employee user experience

Access to ongoing innovation and best practices
Improve integration of data and applications
Reduce total cost of ownership

Reduce dependency on IT

Speed to implement and achieve value

Increase employee engagement

Increase scale and leverage

Establish a variable and predicatable cost structure
Enable global data management

Avoid capital expenditure

20%

20%

20%

18%

18%

18%

16%

58%

53%

33%

27%

Source: ISG HR Technology and Service Delivery Survey - 2015
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How would you rate the impact of adopting HR SaaS technology?

Exceeded expectations

Met expectations

Below expectations

Unknown or N/A
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How Does Technology Mo

/I:Tarly results show that HR SaaS$ technologies are generally meeting expectations
but have room to improve.

Impact-of-HR-SaaS-Technologies

B Exceeded expectations B Met expectations " Below expectations ® Unknown or N/A

Workforce Administration
Payroll/Time E¥3

Benefits Administration |[é2
Talent Management g3

HR Analytics [

Source: ISG HR Technology and Service Delivery Survey - 2015
© 2016 Information Services Group, Inc. All Rights Reserved imagine your future™ 15



Service Delivery Models

ananies, particularly large ones, are shifting service delivery models as part of
their HR transformation.

Primary Delivery Models Implemented for HR Functions

B Internal Decentralized m Internal Shared Services = Outsourced m Hybrid Internal/ Outsourced

Source: ISG HR Technology and Service Delivery Survey - 2015
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Shared Models Dominate HR Delivery

An increasing number of organizations deliver HR services with an internal shared
services model, an area in which many organizations are making significant
investments.

Expected-Change-in-Use of-Shared-Services-Delivery-Models-between-2015-and-2017

Begin Utilization 8%

Increase Utilization 47%

Decrease Utilization 4%
Stop Utilization | 0%

No Change 41%

Source: ISG HR Technology and Service Delivery Survey - 2015
© 2016 Information Services Group, Inc. All Rights Reserved imagine Your f'l.'l.'l:'l].:l.’eTM 17



HR Process Outsourcing Activity Remains Strong

Renewal rates are high and even with the move to HCM SaaS models, outsourcing
remains strong. However, we are seeing lower contract values generally associated
with new HR outsourcing engagements.

Expected Change in-Use of HR-Process Outsourcing Delivery Models between-2015-and-2017

Begin Utilization 8%

Increase Utilization 27%

Decrease Utilization 10%

Stop Utilization

H
°\° I

No Change 51%

Source: ISG HR Technology and Service Delivery Survey - 2015
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Delivery Experience and Efficiencies

Service delivery model changes are seen as the way to improve the user experience
and provide access to ongoing innovation.

Expected:Benefits-from:Changing'HR Service:Delivery-Models

Improve the employee user experience

Savings in resource costs/labor arbitrage

Access to ongoing innovation and best practices
Increase scale and leverage

No changes planned

Speed to implement and achieve value

Enable globalization

Reduce need for internal infrastructure
Increase employee engagement

Establish a variable and predictable cost structure
Reduce total cost of ownership

Avoid capital expenditure

Other (please specify)

23%

17%

15%

13%

13%

10%

6%

4%

2%

46%

42%

33%

31%

Source: ISG HR Technology and Service Delivery Survey - 2015
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@red services and outsourcing service delivery models are generally meeting
business case objectives, particularly among larger organizations.

—Impact of HR-Process Outsourcing (HRO)-and Shared Services Delivery-Models on the Business Case—

m <10,000 HRO = >10,000 HRO m <10,000 Shared Services m >10,000 Shared Services

—
T
KT

D

Exceeded expectations

Met expectations

Below expectations

Unknown or N/A

Source: ISG HR Technology and Service Delivery Survey - 2015
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Conclusion

Organizations are investing significantly in HR technology with a particular focus on moving to
the cloud.

Despite the significant activity in moving to the cloud, we expect the majority of HR
organizations are on a longer-term trajectory (of five or more years) to be fully cloud-based.

The decision to move to HR SaaS is not one driven primarily by cost. Instead, it is driven by the
possibility of improved user experience and access to innovation and best practices.

Organizations predominantly choose HR technology that provides data security, ease of use,
configurability, depth of functionality, global design, predictive analytics and mobile access.

Organizations are increasingly leveraging shared services and HR process outsourcing models
to achieve service delivery excellence.

HR transformation efforts that include adoption of HR Saa$S technology and changes to the
service delivery model are generally meeting expectations but have room to improve.
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ﬁ questions or a copy of the complete HR Technology and Service Delivery survey
results, contact:

Stacey Cadigan Debora Card

ISG Director ISG Partner

% | ISG * | ISG

1 INFORMATION 480-383-9323 1 INFORMATION 586-677-8351
SERVICES . . SERVICES
GROUP" stacey.cadigan@isg-one.com GROUP® Debora.card@isg-one.com
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Information Services Group is a leading technology insights, market intelligence and advisory services company, serving more than 500 clients around the
world to help them achieve operational excellence. ISG supports private and public sector organizations to transform and optimize their operational
environments through research, benchmarking, consulting and managed services, with a focus on information technology, business process transformation,
program management services and enterprise resource planning. Clients look to ISG for unique insights and innovative solutions for leveraging technology,
the deepest data source in the industry, and more than five decades of experience of global leadership in information and advisory services. Based in
Stamford, Conn., the company has more than 900 employees and operates in 21 countries.

RESEARCH | CONSULTING | MANAGED SERVICES
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Collaboration at its Core. JOINING US!

For more information on IAOP’s Programs and Services
visit www.IAOP.org or email info@iaop.org.




