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Executive summary
 

HR technology: a tool for increased effi ciency

Ask a small business owner to make a wish list, and two items that will almost certainly appear 

near the top are having more time for growing the business and needing less time for routine 

administration and paperwork. Human resources technology can deliver both. Multiple studies 

have shown that employers who implement HR technologies enjoy a wide range of benefi ts, from 

increasing managers’ time for more productive tasks to improving the quality and accuracy of the 

information that drives many of a business’s regulatory compliance requirements.

While the potential benefi ts of HR technology are 

substantial, a large percentage of small businesses 

either have not adopted technology solutions or 

have implemented systems that fail to capture 

that full richness of the opportunity. Making the 

most of HR technology requires understanding 

the range of technologies available, the ways they 

can be implemented, and the results experienced 

by other companies that have adopted them.

The business case for HR technology

HR technology is the general term applied to a range of information technologies that assist 

companies with employee management by integrating data and processes, by providing valuable 

management tools and by enabling employee and manager “self-service.” The overarching purpose 

of the technology is to ease the burden of administrative paperwork and improve data quality so 

managers can focus on tasks that add value to their companies, such as strategic planning and 

employee development.

Small business owners intuitively understand this value, which is refl ected in the fact that many 

executives say they spend about 25% of their time doing employee-related paperwork but would 

prefer to spend no more than 11%.1 In addition to being time consuming, managing employees has 

a substantial business cost. An example developed by the Gevity Institute, using the Gevity Business 

Impact Tool, shows that the typical annual employee administration costs incurred by a company 

with 45 employees exceeds $700 per employee.

Primary benefi ts

Multiple independent research projects have shown that HR technology can make a major difference 

in the areas identifi ed most often by business owners as needing to be addressed. Here are a few of 

the fi ndings:

• HR technology can reduce HR administrative time by 40% to 50%.2

• HR technology can improve business value by up to 6.5%.3

• Companies that automate their HR practices can produce HR administration savings of up to 40%.4

HR technology has repeatedly
demonstrated its ability to give 

managers more time to 
grow the business.
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Success rates
A survey performed by the Society for Human Resources Management (SHRM) provides perhaps 

the most compelling evidence of the effectiveness of HR technology. The SHRM study found that an 

overwhelming majority of companies of all sizes achieved success through HR technology, and the 

success was unanimous among small businesses who participated in the survey.

Employers surveyed for the SHRM report cited better information accuracy, shorter times needed to 

process information, less time spent by managers on administrative paperwork, and the ability to 

manage the workforce with the same number of staff as the top success categories. In addition, a 

large majority of companies that measured HR technology return on investment realized a positive 

return on investment (ROI).

Choosing wisely

While the SHRM survey showed the overwhelmingly positive impacts of HR technology, it 

also revealed an opportunity for companies to do much more. A large majority of companies 

underutilized technology by limiting themselves to desktop applications and failing to take advantage 

of employee self service. It is important to keep in mind when choosing the method by which to 

implement an HR technology solution that you can opt for a commercially licensed system, one built 

in-house, or a solution delivered through an outsourcing partner.

Saving time and money with HR technology

Many major technological advances have been driven by business needs. Modern information 

technology is no different. The business demand for increasing effi ciency and lower costs has been a 

primary driver of advances in computer systems and software applications that enable companies to 

automate and optimize all types of processes, from the shop fl oor to the back offi ce.

HR technology success
% extremely successful or successful

 1-99 100-499 500+
 employees employees employees

Source: Society for Human Resource management 2005 technology survey report

100% 97% 95%
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For managing employees, technology systems 

enable employers to collect, maintain and process 

information far more effi ciently than manual, 

paperbased systems. Recent research has shown 

that an overwhelming majority of companies that 

adopt employee management technology have 

experienced positive business impacts. Yet despite 

this fact, the research also reveals that many 

companies have been slow to take advantage 

of the opportunity presented by information 

technology systems.

What is HR technology?

Computer systems designed to help businesses manage employees are often referred to as human 

resource management systems (HRMS) and human resource information systems (HRIS) — or simply 

HR technology. While these terms can sound as though the systems are designed for large companies 

with hundreds of employees, they are in fact equally effective for organizations of all sizes. Their 

overarching purpose is to ease the burden of administrative paperwork so managers can focus on 

tasks that add value to their companies, such as strategic planning and employee development.

An overwhelming majority 
of companies that adopt 
employee management 

technology have
experienced positive 

business impacts.

Data integration
Automated application
that integrates data on:

Payroll
Employee records

Benefi ts
Compensation

Self service
Provide self-service

access to appropriate HR
information and tools for:
Managers (e.g., new hires, salary,

changes, terminations)

Employees
(e.g., updating personal

information, changing benefi ciaries,
accessing pay records)

Management
tools

Assist managers with:
Performance management
Compensation programs

Training
Regulatory compliance

Staffi ng
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Implementation options

Perhaps as important as the decision to adopt employee management technology is the choice of 

which functions to automate and how to implement the systems. Because the range of capabilities 

and tools available through HR technology are broad, so are the applications that are available to 

address specifi c functions. In general, HR technology falls into several areas:

• Commercial desktop applications, such as spread sheets.

• HR management applications licensed from a vendor.

• Technology developed in-house specifi cally for your company.

•  Management solutions provided through an outsourcing relationship and accessed through 

a Web portal.

As suggested by the preceding list, some companies adopt only the most basic technology, such as 

desktop spread sheet applications to manage employee records. While this may be the least expensive 

route, it also provides the least functionality and opportunity for realizing the benefi ts of automation. 

For companies that choose to reap greater effi ciencies from their technology strategy, there are many 

function-specifi c applications to choose from. The danger in implementing piecemeal applications 

from multiple vendors is the possibility of encountering compatibility issues. Developing technology 

systems in-house, on the other hand, requires specialized expertise that most companies would have 

to acquire from outside, which could make the fi nal cost of system greater than an equally or even 

more capable vendor-licensed system. An outsourcing solution meanwhile provides companies with 

desktop access to a wide range of HR technologies that are maintained and continually updated by 

the outsourcing partner.

Management tip – Limiting yourself to desktop applications fails to capture the time 

saving potential of employee self service. Allowing employees to manage and view their 

pay and benefi ts information can remove a signifi cant amount of administrative burden 

from managers. Here are some of the self-service areas that HR technology enables:

• Benefi ts open enrollment

• Benefi ts life events enrollment

• Benefi ts new hires enrollment

• Career development

•  Communications 

(company policies, etc.)

• Direct deposit changes

• Expense reporting

• Recruitment

• Pay statements

• Performance management

•  Personal information changes including, 

address, marriage status, etc.

• Surveys

• Time-off requests (e.g., vacation)

• Time reporting (hourly and exception)

• Training registration

• W-2 viewing

• W-4 changes (e.g., tax withholdings)
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Need for administrative relief

Small business owners spend as much as 25% of their time handling employee-related paperwork.5 

Yet research indicates that they would prefer to spend no more than 11% of their time on employee 

transactions and record keeping.6 It is not surprising, then, that small business owners identify time 

management, regulations and paperwork as two of their top 10 business challenges.7 Time spent 

attending to paperwork is a lost opportunity to devote energy to the ownership and managerial 

roles that will increase the company’s profi tability.

In addition to being time consuming, managing employees has a substantial business cost. 

The following example was developed by the Gevity Institute, using the Gevity Business Impact 

Tool, to illustrate the typical annual employee administration costs incurred by a company with 

45 employees.

Employee administration

 Item Total Annual Cost

 HR Professional/Specialist – administrative duties $ 9,425

 401(k) plan annual fee $ 500

 Payroll processing and reports $ 1,300

 HRIS system & maintenance $ 5,400

 Offcycle check runs $ 390

 Payroll delivery costs $ 1,960

 Benefi ts administration $ 5,850

 Medical plan, design, evaluation & selection $ 1,625

 Section 125 plan administration $ 1,500

 COBRA administration $ 1,000

 Employee records management $ 1,113

 W-2 preparation and processing $ 750

 Unemployment administration cost $ 1,500

Total Annual Employee Administration Costs $32,313

Annual Employee Administration Cost Per Employee $718

Employer results – the SHRM survey

Among the most defi nitive indicators of the effectiveness of technology in managing employees and 

handling employeerelated paperwork is the 2005 HR Technology Survey Report produced by SHRM. 

The SHRM report found that 100% of the companies surveyed with fewer than 100 employees had 

results that were either “successful” or “extremely successful,” and medium and large companies 

were not far behind.
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Employers surveyed for the SHRM report cited better information accuracy, shorter times needed 

to process information, less time spent by managers on administrative paperwork, and the ability 

to manage the workforce with the same number of HR staff. The following table illustrates the 

experiences of small, medium and large companies.

Employers who experienced improvements, by area of benefi t

 Small Employers Increased accuracy of employee information – 79%

 (1-99 employees) Decreased cycle time – 55%

  Less time on administrative work – 38%

  Manage workforce with same number of HR staff – 31%

 Medium Employers Increased accuracy of employee information – 76%

 (100-499 employees) Decreased cycle time – 46%

  Less time on administrative work – 43%

  Manage workforce with same number of HR staff – 40%

 Large Employers Increased accuracy of employee information – 71%

 (500+ employees) Decreased cycle time – 60%

  Less time on administrative work – 71%

  Manage workforce with same number of HR staff – 35%

Benefi ts of technology solution

Clearly, a business need exists for solutions capable of giving managers more time to manage while 

reducing the expense of employee administrative functions. But can technology help? Industry 

research has repeatedly found that the answer is a defi nitive “yes.”

Improved time management

Through automation and self-service functions, HR technology reduces payroll, benefi ts 

administration and employee record keeping time. In addition, fewer errors and more complete 

information also reduce the time spent on HR administrative duties. The result of reduced paperwork

is more time to focus on business growth.

Management tip – Measuring return on investment (ROI) reinforces the value of 

HR technology. A large majority of companies that measured ROI on their technology 

investments showed a positive return. 

Regulations and paperwork

Increased accuracy in payroll, tax fi ling and employee record keeping reduces your exposure to 

regulatory fi nes or penalties. Greater payroll accuracy also means fewer employee complaints, and 

the overall elevation of records accuracy offers peace of mind that business owners fi nd invaluable. 

At the same time, the cost savings from improvements in record keeping and transaction processing 

quality drive higher profi ts. Industry studies have repeatedly shown these benefi ts to be the actual 

experience of employers. Some fi ndings include:

• HR technology can reduce HR administrative time by 40% to 50%.8

• HR technology can improve business value by up to 6.5%.9

• Companies that automate their HR practices can produce HR administration savings of up to 40%.10
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Usage of HR technology

Despite the demonstrated benefi ts of HR technology solutions and the positive experiences of 

companies that have implemented them, a large percentage of companies, especially small 

employers, are not taking full advantage of these opportunities to save time and money. The SHRM 

survey found that 9% of the small employers surveyed were using manual, paper-based systems, 

and 65% were using only desktop software that offers a small slice of HR technology’s potential 

benefi ts. For example, 81% of the small companies that responded to the SHRM survey said they 

were not making use of employee self service, which can result in major time savings for managers 

who must perform the data entry and information look-up tasks that employees could otherwise do 

for themselves. These fi ndings indicate that a substantial opportunity exists for companies to improve 

the effi ciency of their employee management processes through technology.12

Conclusion

Information technology today affords employers of all sizes a wide range of opportunities for 

reducing the time they spend on routine administrative functions that once had to be done by hand. 

Employers who have implemented HR technology solutions have experienced overwhelming success 

in reducing administrative costs, in improving the accuracy of records and in freeing managers to 

spend more time on activities that grow the business.

Nevertheless, HR technology remains widely underused. A large majority of small businesses surveyed 

by SHRM do not use employee self-service tools, most limit their technology to desktop applications 

such as spread sheets, and nearly 10% continue to use entirely manual, paper-based processes.

Many businesses, therefore, have an opportunity to adopt employee management technologies 

to increase effi ciency, improve profi tability and a deliver a competitive advantage through an 

improved cost structure. Companies looking to take advantages of these benefi ts can pursue several 

implementation strategies, including in-house system development, commercially purchased systems 

or solutions delivered through an outsourcing partner.

Experience has clearly shown that companies that implement HR technology have enjoyed a high 

level of success.
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The Gevity Institute
The Gevity Institute was established to identify and 

quantify the link between human resource practices 

and small- and medium-sized business performance. 

The Institute strives to become a unique and recognized 

authority on how effective people management practices 

impact business success, both fi nancially and strategically. 

The Gevity Institute sponsors research at leading 

universities and business organizations. It is our objective 

to establish an ongoing stream of information, data 

and recommendations focused on effective people 

management for small- and medium-sized businesses.

About Gevity 
Gevity (NASDAQ: GVHR) is a leading provider of HR 

business solutions. We help small businesses nationwide 

maximize performance by providing world-class HR 

expertise and services, including payroll, benefi ts, 

administrative processing, risk management, policies 

and procedures, new hire support, performance 

management, and employee development and retention. 

For more information, visit www.gevity.com.
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