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About the survey

o Each year Towers Watson surveys global organizations on their HR service delivery
strategies, plans, tactics and tools

e This year's survey included 456 companies around the world, and covered numerous
content areas, including:

HR function and organization design
HR technology and systems

Talent management

Web 2.0 in HR

Employee and manager self-service
HR staff ratios

HR shared services

HRO effectiveness
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About the survey — participants by industry and employee size

Industry Employee Population

Financial Services,
Including Insurance
Healthcare, Including
Pharmaceuticals

17% Large — Greater
than 20,000
24%

17%

Small — Less
than 5,000

36%

Manufacturing
High Tech
Retall

Utilities and Energy

Media and
Communications

Food and Beverage

Public Sector and Nonprofit

Professional and
Business Services

Property and Construction I\/LI‘r:dO/ioum — 5000 to
Transportation Services n = 449 20,000
Chemical, Oil and Gas
Other
n = 456
towerswatson.com 2
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Headline #1. Talent Management systems stay at the top of HR

service delivery issues

Top HR Service Delivery Issues (Top Three Frequency)

— Talent/performance system

More involvement in strategic
business-driven issues

Streamline processes/systems

New HR system

Recruiting/staffing services/systems

Cost

Upgrade HR system

Compensation/benefit services/systems
Systems integration

Payroll/time management services/systems
Define human capital metrics and dashboards
Manager self-service

Employee self-service

Accuracy of data

HR Web site/usability

20% 42%

11% 27%

10%

10%

9%

9%

8%

5%

4%

4%

2%

2%

2%

2%

2%

Training 14

Reports ¥4

n =456
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35%
14%
21%
18%
19%
17%
11%
10%
22%
16%
12%
9% m First = Second = Third
8%
10%
6%
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There is much variation in the systems being used across the Talent

Management suite

Primary Delivery System Currently Used for Talent Management

Compensation - Base Pay n = 445

Compensation - Variable Pay/Bonus n = 429

Workforce Analytics n = 360

Recruiting/Staffing - Internal n = 440

Recruiting/Staffing - External n = 432

Compensation - Sales/Incentive n = 331

Performance Management and Goal Setting n = 443

Learning Management and Training n = 420

Onboarding n = 377

Career Development/Planning n = 375

Succession Planning n = 378

towerswatson.com

18%

25%

33%

14%

14%

31%

28%

15%

46%

46%

48%

® Current HRMS  ® Custom/In-house = Best of breed Manual/Paper-based

system

developed tool technology
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Talent Management technology is achieving varying degrees of
success in meeting objectives

Effectiveness of Technology in Helping Meet Talent Management Objectives

Compensation — Base Pay n = 354

Recruiting/Staffing — External n = 362

Compensation — Variable Pay/Bonus n = 311

Recruiting/Staffing — Internal n = 371

Performance Management and Goal Setting n = 310

Compensation — Sales/Incentive n = 219

Learning Management and Training n = 345

Onboarding n = 192

Succession Planning n = 183

Workforce Analytics n = 230

Career Development/Planning n = 188

34%

32%

31%

YA

25%

23%

18%

17%

12%

10%

7%

m Very effective = Somewhat effective

towerswatson.com

m Neither effective nor ineffective

6% g
9% §
% g
% §
14% ¥
12% §
13%
10% %

14% R

179%

2% ¥

Somewhat ineffective m Not at all effective
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Many are making changes or exploring other options for their Talent

Management technology

Status Regarding Changes Being Made to Primary System Used for Talent Management

Performance Management and Goal Setting n = 428

Compensation — Variable Pay/Bonus n = 419

Compensation — Base Pay n = 429

Workforce Analytics n = 419

Succession Planning n = 422

Career Development/Planning n = 420

Recruiting/Staffing — Internal n = 432

Learning Management and Training n = 429

Compensation — Sales/Incentive n = 404

Recruiting/Staffing — External n = 436

= Implementing additional
functionality from
current HRMS

towerswatson.com

= Implementing additional
functionality from current
best-of-breed technology

e
1o
17% 11%
1o
2o
22
o
21

11% 12%

s

vendor

= Implementing new

44%

59%

59%

53%

48%

51%

53%

50%

68%

52%

Exploring new
vendor options

No changes
planned
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Headline #2: HR technology spending, level during the recession, is
more robust this year

HR Technology Spending v. Prior Years

5% 549

Much lower Lower About the same Higher Much higher
(>20% reduction) (<20% reduction) (<20% increase) (>20% increase)

= 2008 Survey n = 382
= 2009 Survey n = 331
2010 Survey n =453
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Much of the spend is going toward more streamlined processes and
additional functionality

Main HRMS Application Objectives for 2010

Streamline business processes _ 45%

Deploy additional manager self-service functionality _ 43%
Deploy additional employee self-service functionality [H - 229
Utilize additional HR modules [ 39%
Deploy reporting analytics/KPIs, and/or _ 3204
strategic reporting functionality
Upgrade to a new version [ 31
Consolidate multiple HR systems globally ([N 13%
Implement a new HRMS (I 12%
Create a global data warehouse [N 10%

Keep HRMS, but outsource payroll |l 2%

Other _ 9%

n =452
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Headline #3: Organizations continue to drive toward a single HRMS

Number of HRMS
Multiple HRMS by business unit

Multiple HRMS for different regions 5%

13%

One primary HRMS for
829 all employees

n =456

Number of HRMS by Size of Company

89% geop

m Smalln =163
® Medium n =178
= Large n = 103

4% 19, % 4% 4% 6% 30, 6% 7%
I
1 HRMS 2 HRMS 3 HRMS 4-8 HRMS

towerswatson.com

8%
3% O

9+ HRMS
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*Indicates percentage less than 0.5.

Oracle (legacyPeopleSoft)
SAP

ADP Enterprise

Oracle (legacy Oracle HRMS)
Ultimate Software/Ultipro

Lawson

Ceridian

Infinium

ADP Globalview/Streamline
Cyborg

Oracle (legacy JDE)

Tesseract

Workday
GEAC/MSA/M&D/DBS

Genesys

NuView

*

Integral received no mentions.
towerswatson.com

n =439

And, while PeopleSoft still leads the market...

Primary HRMS

37%

Other _ 5%
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...SAP and Workday are leading for planned new systems

Planned New HRMS
(For Those Implementing a New HRMS)

Workday

SAP

Oracle (legacy PeopleSoft)

Lawson

Oracle (legacy Oracle HRMS)
Ceridian

ADP/EmployEase

Other HRMS

Will be provided by an HRO vendor

Currently evaluating the new HRMS options 31%

n=>54

NuView, Oracle (legacy JDE), Ultimate Software/Ultipro and in-house developed system received no mentions.
towerswatson.com 11
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Headline #4: HR is gradually relinquishing control over manual and
duplicate processes that render technology less effective

Impact of Employee Self-Service Impact of Manager Self-Service

68% 73%

HR generalist
n=199

HR generalist
n =406

] 68%
HR service center

n =401 HR service center

n=194

Employee n = 410

Manager n = 199
Manager n = 409

m Less work
= No change
® More work
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The U.S. continues to lead in the adoption of self-service, but other
countries/regions are slowly gaining traction

Geographic Footprint for Employee Self-Service (ESS) and Manager Self-Service (MSS)

Canada _ 29%
Europe I 15%
Asia/Pacific - 12%
Latin America - 9%

Middle East/Africa F 7%

n =450
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Manager self-service is widely used and proving to be effective when

designed properly

MSS Transactions Currently Deployed

No
42%

Yes
58%

n = 456

towerswatson.com

Initial Launch of MSS
27%

22%

16%

12% 12%
10%
.

2000 or 2001-2002 2003-2004 2005-2006 2007-2008 2009 1Q 2010
before

n =259

Receptivity of Managers to

Rollout of MSS for HR/Pay Transactions
39%

28%
21%

= I

Unreceptive Somewhat Neutral, neither Somewhat Receptive
unreceptive  receptive nor receptive
unreceptive
14
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Headline #5:. Software as a Service (SaaS) is being utilized more to
support HR service delivery

Use of SaaS to Support HR Service Delivery

Yes, we use SaaS extensively _ 8%
for HR
Yes, we use SaaS 0
somewnatror 2 IR >

Not yet, but we are implementing a - 4%
SaaS-based solution 0

No, but we plan to use SaaS _ 11%
in the future

No, and we have no plans 0
pAT _4%

n =456
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The advantages are clearly driving the decision to utilize SaaS in the
overall HR service delivery model

Primary Benefits of SaaS (Select Up to Three)
(Companies Currently Using or Planning to Use SaaS)

getter functionaity | <<%
Easier to manage on an ongoing basis _ 42%
Lower ongoing costs | %
No need to upgrade; we are always on _ 1%
current version
Lower upfront costs _ 28%
Predictable ongoing costs _ 23%

Other F 2%
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However, the newness of SaaS has lead to some apprehension

Concerns or Apprehensions About Using SaaS
Cost 50%
Inability to customize your own solution

Lack of data ownership/control

Philosophical acceptance of SaaS by IT organization
Greater reliance on an external vendor

Being locked into an external vendor

Data security

Immaturity/stability of SaaS vendors and solutions
Compliance with data privacy laws

Doubts about the viability of SaaS business model

Other

n=135
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Headline #6: 30% of participants are now using Web 2.0 tools in HR,
however, for the most part, results are still too early to tell

Current Use of Web 2.0 Tools for HR Purposes Have Web 2.0 Tools Met Organization’s Goals

Abpve 9%
expectations

Don't know

Met 0
Below 0
expectations - 10%
Too soon to tell/ 46%
Don’t know
No 47%

n =456 nE 137
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But the tools are mainly being used in areas that traditionally
required a high degree of collaboration

Web 2.0 Tools Currently Used for HR Activities

Social

Recruiting 30% 12% 7% 15% 10%
n=101
HR Communication 7% 12% 24% 13% 32% 13%
n =85
HR Knowledge Management n 76% 9% 19% 18% 18% 8%
=67
Training 7% 11% 29% 23% 21% 38%
n =56
Career Development 63% 35% 33% 19% 16% 9%
n=43
Onboarding New Hires 67% 23% 19% 14% 2% 9%
n =43
Talent Management 28% 17% 11% 11% 14%
n =36
Workforce Administration 5% 0% 25% 0% 0%
n=20
Workforce Planning 6% 6% 18% 6% 6%
n=17
Other HR activities 59% 29% 6% 6% 24% 12%
n=17
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Headline #7: Shared services continue to be the most common and
effective way to deliver HR services

Current Structure of HR Function

Single HR function for
entire organization utilizing
Shared Services center(s)

36%

Separate HR function (e.g., by
business unit, geography) with
corporate oversight utilizing
Shared Services center(s)

Large companies are
significantly more likely than
small companies to have
separate HR functions with
corporate oversight utilizing
shared services (35% vs.
21% 17%)

24%

Single HR function for
entire organization without
Shared Services center(s)

Separate HR function (e.g., by
business unit, geography) with
corporate oversight without
Shared Services center(s)

17%

Other 2%

n =456
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...and the service center is primarily managed in-house

Shared Services Center Approach
(Companies utilizing Shared Services)

We have an internal

. 86%
on-shore service center

We have an outsourced

. 15%
on-shore service center

We have an outsourced
off-shore service center

g
X

We have an internal

; 7%
off-shore service center

Other 3%

n =253
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Headline #8:. Payroll continues to be an area that is often outsourced
as organizations are trying to tackle this on a global basis

Single Payroll Vendor/System

No, with no plans
to consolidate

20%

No, but we are
working to
consolidate them

17%

Yes, but it is not part 10%

of our core
HRMS

53%

Primary Payroll Vendor
Where Not Part of Core HRMS

Yes, it is part
Ceridian - 15%

ADP Globalview/Streamline | oo,

Other

of our core HRMS

n = 456

towerswatson.com

v

15%

\ n=47

Celergo, Hewitt, Northgate Arinso, Patersons and
Paychex received no mentions.
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Payroll delivery varies substantially from region to region

n =108

n =109

Ratio of Countries per Payroll Vendors/Systems by Geography
(Companies Using Multiple Payroll Vendors/Systems)

9%

I

Asia

32%
27%
22%

8%

Less than 1to 3 1to3 1to2

More Payroll Systems
per Country

9%
2%

o
I

More than 3to 1

ltol 2tol 3tol

More Countries per
Payroll System

Europe 40%

19% 17%
13%

Less than 1to 3 1to3 1to2

towerswatson.com

More than 3to 1

1tol 2tol 3tol
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Payroll delivery varies substantially from region to region (cont’d)

n=79

n =60

Ratio of Countries per Payroll Vendors/Systems by Geography
(Companies Using Multiple Payroll Vendors/Systems)

Latin America

38%
31%
12% 12%
8%
Less than 1to 3 1to3 1to2 lto1l 2to1 3tol More than 3to 1
More Payroll Systems More Countries per
per Country Payroll System

Middle East/Africa
45%

37%

8% 10%

0% 0% 0%

Less than 1to 3 1to3 1to2 l1tol 2tol 3tol More than 3to 1

towerswatson.com
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Payroll delivery varies substantially from region to region (cont’d)

Ratio of Countries per Payroll Vendors/Systems by Geography
(Companies Using Multiple Payroll Vendors/Systems)

Canada
82%
13%
3% 2%
— [ 1
n=116 Less than1to 3 1to3 1to2 ltol 2to1 3tol More than 3to 1
More Payroll Systems More Countries per
per Country Payroll System
United States
85%
9%
3% 3% L 0% 0% 0%
n =145 Less than 1to 3 1to3 1to2 1tol 2tol 3tol More than 3to 1
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Headline #9: Organizations are more effectively undertaking and
completing initiatives to improve HR service delivery

Initiatives Undertaken in Last 18 Months

Reengineered key HR processes

Sought to increase alignment of HR
strategy with business strategy

Implemented and leveraged
self-service

Refocused the role of the HR
business partners

Outsourced activities previously
handled internally

Sought to increase alignment in the
delivery of HR with other SG&A functions

Implemented a shared services model

Implemented a new HRMS

Developed a standard global data
architecture for HR data

Brought back services previously
outsourced to a vendor

None of the above

5
R 659
| 50%
I 3%
| 29

I 26%

I 20%

I 20%

I 5

- %

p—

n = 454

towerswatson.com
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For the most part, these initiatives have a big payoff

Initiatives Undertaken in Last 18 Months — Results Achieved
(For Initiatives 76% or More Complete)

Sought to increase alignment in the delivery
of HR with other SG&A functions n = 20

Brought back services previously
outsourced to a vendor n =24

Sought to increase alignment of HR
strategy with business strategy n = 100

Developed a standard global data
architecture for HR data n = 23

Implemented a shared services model
n =40

Implemented and leveraged
self-service n = 78

Refocused the role of the HR
business partners n = 60

Reengineered key HR processes n = 65

Outsourced activities previously
handled internally n = 82

Implemented a new HRMS n =51

towerswatson.com

35% 10%
54% 9%
56% y  12%
35% 13%
47% 8%
37% 12%
47% 15%
45% 15%
27% 12%
m Above expectations = Met expectations = Below expectations Too soon to tell
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