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International Payroll Administration — Implementation Management

This article is the fourth of a four-part series focused on the best practices in international payroll
administration and implementation management.

INTRODUCTION

The first two articles in this series, “Solutions for Improving Global Service Delivery” and “Transition
Planning for a Global Payroll Solution,” provided an understanding of the worldwide payroll solution
landscape and how to prepare for your transition to a global payroll model. The third article in the series,
“Stakeholder Management for Implementing a Global Payroll Solution,” focused on effective stakeholder
management. The next area of focus in our series is implementation management.

At ScottMadden, we have helped clients navigate the multidimensional and multicultural road toward a
standardized, yet globalized, payroll solution. In this article, we will explore key questions—such as how
to manage a global payroll implementation, how to work in a virtual team, and how to recognize and
overcome change management obstacles—that are vital for executing some of the most difficult
international payroll tasks.

GLOBAL PAYROLL IMPLEMENTATION
First, let’'s consider best practices for a global payroll implementation.

Evaluating Current State
Potential Business Drivers:

An important first step to ensure the implementation delivers on e Cost

business drivers is to understand and critically evaluate current « Control

payroll operations against changes intended by the new solution. e General ledger (G/L)
Assessing the current state should include evaluating: harmonization

¢ Reporting standardization

m [Information on the employee population (e.g., type,
demographics)

Company policies
Pay components (e.g., timekeeping, withholdings, benefits in kind)
Payroll processes or activity lists

Reporting specifications (e.g., internal reporting and statutory reporting)

Regulatory requirements
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Assessing Compliance Requirements

As the country profile takes shape, you should work with the vendor or in-country provider to identify
potential compliance issues. The local payroll manager is often the internal expert and the most informed
and experienced person to consult. However, local processes have often inherited “standard company
practices,” and local resources may not have the experience or support required to ensure compliance

Examples of Regulations

Impacting Pay:

e Vacation accruals

e Leave pay-out
¢ Benefit-in-kind thresholds

with all regulations. Highly nuanced regulations, like emissions
taxes on company-paid cars and nationalized benefits, are
challenging for even seasoned payroll resources.

To validate technical and regulatory components of payroll, you
should engage HR and finance leaders, local counsel, and the in-
country provider or vendor. If gaps or uncertainty emerge, you and
your team will need to coordinate with these various stakeholders

to address appropriate policy or delivery changes as part of the design and stabilization.

Developing an Implementation Plan

After establishing a country profile, the implementation moves into the design, testing, and launch
phases. While these phases will be highly dependent on the organization’s current operations and the
future state model, we can outline some general stage gates and considerations when developing a plan.
Examples of such topics in a global payroll implementation are outlined in Exhibit 1.

Exhibit 1: Implementation Phases and Key Questions

Governance

Defining structure and escalation path
to address organizational or
operational changes.

Question(s)

= WillHR or finance's payroll roles
and responsibilities change in the
new model?

Design Elements

Validating statutory and internal
reporting and confirming integration
requirements for existing systems.

Question(s)

B What are the interface
requirements for timekeeping or
absence-tracking modules to feed
the new or modified payroll
system?

= \When does finance require payroll

output for G/L posting?

When are bank files or funding

requests due to the bank?

Known Variances

Addressing system limitations or
computation differencesthat may
restricta “lift and shift’ approach or
may result in different payroll outputs.

Question(s)

B Arethere known configuration
differences between the payroll
systemsthat may result in:

1. Rounding differences
2. Accrual differences

If so, what is an acceptable
margin of error?

Reconciliation

Identifying stakeholders who need to
approve testing results between new
and existing systems and developing
appropriate turnaround times.

Question(s)

B \Who needsto validate the results
between the incumbent and new
payroll systems (sometimes
referredto as “parallel testing”)?

5 Who are the subject matter

experts to help resolve
unexpected variances?

LaunchPlan

Designing a launch plan that
considers internal communication,
reporting, and various third-party
interfaces.

Question(s)
= Wil the launch meetthe bank
deadlines for funding?

What regulatory announcements
are required?

How will start/stop/continue roles
and responsibilities be
communicated and managed?

When should internal customers
be notified of changes?

Who needsto be trained and on
what tools/platforms?

Cut-Over

Establishing a cut-over plan to
manage stabilization efforts and
ongoing training.

Question(s)

® Doesthe cut-over needto occur
at a certain time (i.e., at the
beginning of a quarter)?

Who will manage the cut-over?

How will the organization
communicate issues?

How will resolutions be tracked?
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Across each phase, the project team will need to consider staffing and required expertise to build and
implement its tailored global payroll model. Skillsets will vary depending on the scope of the
implementation. But in all implementation scenarios, the team will consist of a blend of external and
internal resources to meet the global technical and logistical variances.

VIRTUAL TEAM CONSIDERATIONS

The team and stakeholders—spanning from the local or regional

subject matter experts to the global process leaders—will most likely Considerations for a
be spread across different offices, regions, and continents. To be Virtual Team:
efficient, an international implementation of this kind will require a e Time zone differences
virtual team setting. Below are some considerations for an effective e Technology deployment
remote working team. e Task delegation
o Meeting facilitation for
Understanding Virtual Team Risks non-native speakers

While advances in technology have eased virtual collaboration, virtual

teams still require a different approach, not only to time zone and language barriers, but also to project
management techniques and tools that better accommodate a global focus. Cultural awareness is a
significant attribute for success and such sensitivities can be hard to maintain in a virtual setting. Cultural
awareness has broad implications in a global implementation project; it includes considering and
respecting everything from country-specific regulatory landscapes to cultural norms that may drive
implementation timelines, conflict resolution, and team interaction.

Staying Connected and Understood

Team members have many effective ways to stay connected, but not every communication channel is
created equally. Consider the content or objective of the collaboration and assess which channel is most
appropriate. For example, a contentious or complex issue should be handled by phone or video
conference; whereas, a quick question may be best handled by instant message or email. Establish
expectations for the team by clearly defining communication methods and frequency from the outset.

In addition to establishing communication protocols, you must be aware of and responsive to language
barriers. Although team members may speak fluently in a second language, there is still the risk of
meaning or intent being lost or misinterpreted. To that end, consider sending materials in advance of a
call and providing a written recap after a call. This provides team members with time to digest, translate,
and prepare to take action.

Assigning Virtual Team Work

From the start, a global project manager must plan and formalize team members’ roles and task
ownerships. While role and responsibility assignment is an important first step in any project, detailed
task assignments and hand-off practices become even more critical in a virtual environment. These
elements are important to reduce overlap or duplication of work when, for example, team members in the
United States are starting their workday as their colleagues in Asia Pacific are heading home.
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The project manager should carefully evaluate the complexity of activities to determine how best to
allocate and exchange tasks. Exhibit 2 articulates a few key questions that a project manager should
consider when assigning activities.

Exhibit 2: Task Assignment Considerations

Knowledge Transfer Complexity

Most Complex LeastComplex

Based on subjectmatter
expertiserequired, should the
activity be wholly owned by

an individual or sub-team? leveragethe 24-hour clock?

With properinstruction, can
the activity be handed off
between the team members to

Can it be resolved with limited
involvementfrom in-country
resources?

= Requirements gathering = Regulatory validation/ = Data cleansing

= G/L configuration issue resolution = Payroll validation

= Reporting requirements

The answers to these questions will help in assigning work and setting reasonable deadlines. When
working across time zones, the team will need a project plan that addresses the natural lag created
between when work gets done and when it can be reviewed, advanced in the process, and approved.

Time zones are not the only practical consideration to plan for when creating project deadlines and
deliverables. Some further questions that the project manager should address:

m Are there special working hour differences (e.g., summer hours or the August down-time prominent
in Europe)?

®  What are the non-project responsibilities of team members (e.g., is the payroll manager balancing
implementation work with his/her “real job”)?

= What is the typical turnaround time for filing changes with municipalities or governing bodies (e.qg.,
filing a new in-country provider with a social security office)?

Anticipating Cultural Differences

Decision-making processes are deeply rooted in cultural norms, so be aware of how defined protocols
might challenge different team members. They can range from the “quick decision and modify later”
approaches familiar in the United States to the hierarchical approaches seen in many European countries
to the highly consensus-driven approaches seen in some Asian business cultures. With many cultural
norms at play, setting clear expectations for how issues will be resolved or escalated within the team or
organization is critical. Be open to different decision-making approaches and avoid decision
methodologies that alienate team members rather than solve common obstacles.
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CHANGE MANAGEMENT

Every implementation presents unique challenges. One of the biggest challenges facing a global payroll
implementation team at a corporate level may be demonstrating to a previously autonomous business
the value of an enterprise-driven program. For example, local stakeholders, who handle the end-to-end
payroll process or have made substantial customization to meet local needs, may see the implementation
as happening “to them” instead of “with them.” Whether it is enterprise compliance goals, reporting
standardization, or general ledger harmonization, the objectives and impact need to be articulated across
the organization in a consistent manner. Furthermore, the implementation team should be prepared to
address local resistance.

Understanding Resistance

You and your team need to listen to and address business pain points; but to find the right solution, it is
important to analyze and drill down to the root cause of the resistance. At a base level, it is only natural
to face hesitation to changing what is familiar. For instance, the business may not feel that its payroll
process is broken and thus not understand the effort of changing it. To break out of complacency, the
implementation team should spend sufficient time training on the new model and bridging gaps between
“the way it's done today” and “the way it will be done tomorrow.” When the team is assessing resistance,
it should weigh the impact of the issue and determine:

What is a “showstopper”?
What can be managed through stabilization?
What is a preference, but not mandatory?

Owning Results

The team as a whole should agree on what will stop the process, and the local team especially needs to
feel a sense of ownership and control when cutting over to the new system or model. Again, payroll is a
sensitive topic and the local management team will bear the brunt of the criticism if employees receive
incorrect paychecks. Before going live, the local team should have an opportunity to review the high-level
outcomes from design (e.g., what does the new model look like?) and results of testing (e.g., were there
significant differences in payroll calculations?). Although the local constituents will probably be heavily
involved throughout the implementation, it is important for them to have a final chance to voice concerns
and give the green light to proceed.

Realizing Global Success

Global payroll implementations are complex, especially when the project requires virtual engagement
from team members around the globe. Our goal at ScottMadden is to help you manage through the
complexity, so you can fully realize the benefits of a global payroll solution.

IN SUMMARY

Through our experience, we have identified three key factors to help you successfully manage your
implementation: 1. Understand the business requirements, compliance needs, and plan objectives
needed to drive your implementation; 2. Consider and address the virtual team environment; and 3.
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Embrace the global and local change management needs. Getting to the bottom of each will be critical
to successfully managing your implementation and the various challenges included.

This four-part series takes a dive into the implementation of a global payroll solution. It provides you
guidance on many challenges by covering the solution landscape, transition planning, stakeholder
management, and international implementation management. For additional information on how to get
international payroll administration right, please contact us.

ABOUT SCOTTMADDEN’S CORPORATE & SHARED SERVICES PRACTICE

ScottMadden has been a pioneer in corporate and shared services since the practice began decades
ago. Our Corporate & Shared Services practice has completed more than 1,300 projects since the early
90s, including hundreds of large, multi-year implementations. Our clients span a variety of industries from
entertainment to energy to high tech. Examples of our projects include business case development,
shared services design, and shared services build support and implementation.
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