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Introduction

Welcome to the 2023 HR Industry Benchmark Report, produced by ELMO Software

in conjunction with the Australian HR Institute (AHRI). Now in its fourth year, the
Benchmark Report was created to fill the gap in local research on the HR industry and
to provide data-driven insights sourced from professionals within the sector. The report
aims to examine the challenges facing HR professionals, their priorities for the year
ahead, and how technology is playing a critical role in transforming the way they work.

Looking back, uncertainty has been a central theme of the past three years.
Uncertainty over our health, the economy, and how the world would rebound from the
global pandemic. It has not been an easy task for the HR industry. With no rulebook

to follow, it has been the job of HR professionals to forge a path ahead in the middle

of such instability. Despite the lifting of lockdowns and most COVID-19 regulations, a
sense of uncertainty remains in 2023. The fear of a recession still looms, forcing many
organisations to proceed with caution.

This year’s Benchmark Report paints a picture of the balancing act facing the HR
industry as they navigate optimistic plans to grow their workforce amid a challenging
economic forecast. The other element of balance comes in the form of flexibility.
Three years on from the almost overnight shift to working remotely in white-collar
industries, now HR and business leaders are trying to strike the right mix of flexibility
and face-to-face collaboration.

The findings also point to HR as a function that is becoming more sophisticated in how
it uses metrics to make strategic, well-informed decisions. On the flipside, the threat of
cybercrime has ramped up in recent years and now HR professionals play a crucial role
in developing the skillsets of their staff and securing their employee data. But with new
challenges come fresh opportunity, particularly in the use of technology to minimise
those risks and automate the time-consuming manual tasks that still take up too much
of HR's time.

Read on to delve into what promises to be another exhilarating twelve months.
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Methodology

The 2023 HR Industry Benchmark Report survey was conducted by
Censuswide, among a sample of 700 HR Professionals in Australia.
Respondents were of the middle management level and above, excluding
sole traders, and were aged 18+. The data was collected over a 12-day
period in November 2022.

All respondents were presented with questions from Part 1 - The State

of HR in Australia. In Part 2 - Insights by Function, only respondents who
said they take part in each of the six functional areas were presented with
questions. This approach attempts to improve the accuracy of the results
by ensuring respondents are only asked questions that relate to their
responsibilities as HR professionals.

The research was conducted online, with respondents sourced via an online
access panel. When joining the panel, respondents complete a highly-
detailed online profiling questionnaire. This information is verified as far

as possible and respondents go through another validation process each
time they try to take a survey through Censuswide. Data entry is monitored
during the survey period to flag respondents who are seen to be entering
information too quickly or giving contradictory answers.

Censuswide abides by and employs members of the Market Research
Society and follows the MRS code of conduct which is based on the ESOMAR
principles.

The location of survey respondents in Australia

49
Respondents
B
6 257
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Survey demographics

Respondents worked in a wide range of industries, with HR (consulting),
Manufacturing & Utilities, Finance, Retail, Catering & Leisure, and IT &
Telecoms being the most dominant sectors among those surveyed.

The majority of respondents were male and over 65% were aged between
25 and 44.

ELMO has chosen to include industry comparisons throughout the report,
where sample sizes were above 30 respondents and of a similar size.

The majority of respondents surveyed worked in Lower Mid-Market and
Mid-Market organisations. ELMO has chosen to use the following business
size definitions: Small Business, <50 employees; Lower Mid-Market, 50-179
employees; Mid-Market, 180-1999 employees; Enterprise, 2000+ employees.

Which area of HR are you involved in?

84%

Remuneration

Recruitment Performance Learning & Payroll
Management Development

E [AM([e]

61%

M vale

1% /

[J Non-binary

The average age of
the respondents

0,
13% ~ 19%
B Small Business
B Enterprise

37%

M Lower Mid-
Market

B Mid-Market
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Australia’s workforce is predicted to grow in 2023

Despite recession fears dominating the headlines, the majority of HR professionals surveyed are optimistic about workforce
growth over the next 12 months. Just over three quarters expect their workforce to increase in size, with a further 15%
anticipating it will remain the same and only 7% predicting a decline. It's certainly a positive sign for Australia’s businesses and
a reminder that not all organisations will be impacted by economic uncertainty in the same way. While some sectors may be
forced to downsize in 2023, whether due to a potential recession, material prices or rising interest rates, others will outperform.

Interestingly, there is a greater level of optimism for 2023 compared to last year’s report, when just over 50% of respondents
predicted workforce growth for the coming year. This year’s results are in line with a recent survey of Australian business
leaders by JP Morgan. Despite half of respondents anticipating a recession in 2023, almost 90% said they expect to add or keep

staff’. But given the continuing labour shortage and a rocky global economy, the big question is whether plans to expand will
materialise over the next 12 months.

Over the next year, do you anticipate any changes to the size of your workforce?

2% 0
15% .
48%
No - Remain
the same Almost half of
respondents expect
7% their workforce to

grow by11-25%

Yes -
Decrease in
size

Yes - Increase

3%
in size
Increase by up to Increase by 11- Increase by 26- Increase by 51-
10% 25% 50% 75%

1.2023 Business Leaders Outlook: Australia, JP Morgan
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Victoria leads the way for predicted workforce
growth

On average, respondents expect the size of their workforce to grow by 22% over the coming year, which is on par with last year’s
report (23%). The results were also similar to last year when comparing business sizes, except for Small Business respondents.
In 2022, HR professionals in the Small Business category predicted their workforce to grow by 34%, compared to just 18% this
year. This steep decline could indicate that Small Business owners in Australia have felt the effects of the past year more acutely

than larger organisations, particularly around the acquisition of labour, and are therefore taking a more cautious approach to
headcount growth in 2023.

By region, HR professionals in Queensland and Victoria were most optimistic about how much they predict their workforce will
increase in 2023. The findings mirror a strong economic outlook in Victoria, which in 2021-2022 saw the biggest annual growth in
Gross State Product of anywhere in Australia.

By how much do you expect your workforce to grow?

& I

Finance
24% 24%

21%
(=)
m
———/ |IT & Telecoms
+ +
U

Retail, Catering & Leisure
Lower Mid- Enterprise Mid-Market  Small Business
Respondents Market ~
o ol &

-5% 26% 18% Healthcare

-5%

16%
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Employee data security is a top priority in 2023

In today’s digital world, data security has emerged as the biggest risk facing corporate businesses in Australia. The string of high-
profile hacks in 2022 underlined just how serious the issue is, and our findings show that the security of employee data is a top
priority in the minds of HR professionals too. Over half of respondents said it is a high priority in 2023 and a further 37% ranked
it as medium. Compared to last year, employee wellness has dropped down the priority list, while workplace health & safety has
risen by 15 percentage points, jumping from fifth to first. This trend could in part be due to a tightening of the workplace health
& safety in NSW last year, which now include requirements for employers to identify and reduce psychosocial risks, as well as
harsher penalties.

How much of a priority are the following areas for your organisation
over the next 12 months?

— New options added M High Priority Medium Priority
0,
35% 37% 37% o
o 39%
40% 0 0
40% 41% 44% 45%
39% 39% 42%

56% 54% 54%

Workplace Employee data Employee Compliance Performance Diversity & Recruitment Remuneration/  Leadership HR technology Workforce Onboarding Learning &
health & safety security wellness management inclusion compensation development & implementation planning development/
(WHS) —_— _— benefits or consolidation upskilling

E [AM[e]
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One industry is most worried about employee
data security
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HR professionals in Mid-Market
businesses are most concerned about
employee data security with 93%
ranking it a high or medium priority

More HR professionals working in the
Retail, Catering & Leisure industry
ranked data security as a high priority
than any other sector (64%)

In comparison, only 50% of HR
professionals in the Finance sector
ranked data security as a high priority

E [AM[e]

Given the fallout of the cyber attacks on financial institutions in Australia last
year, you'd expect HR professionals in the sector to be the most intent about
prioritising employee data security. Yet our findings show otherwise. Instead,
the Retail, Catering & Leisure industry had the most respondents ranking
data security as a high priority. One reason could be the prevalence of attacks
in the industry. Last year, global research found that in 2021 there had been

a 75% increase in the number of retail businesses hit by ransomware attacks
compared to the previous year?. Over half of respondents said both the
volume and the complexity of attacks had also increased.

It's also worth considering the existing level of investment and data-
protection technology in use across different industries. While the Finance
sector represents high-profile targets for hackers, many institutions already
have a certain level of safeguarding in place. The opposite may be true for
the Retail, Catering & Leisure industry which has seen many businesses lying
dormant during the pandemic. Facing a resurgence in trade and an increasing
number of cyber attacks could be why HR professionals in this sector are
prioritising employee data security this year.

“Securing the personal information of employees is a critical concern for businesses and their well-placed trust
in your ability to do so shouldn’t be taken for granted. That’s why it is imperative for HR leaders to develop
policies and processes that safeguard their employee data, as well as thoroughly vetting the external vendors
they work with.”

- Keith Marlow, Cloud Architect and Security Expert, ELMO Software

2. The State of Ransomware in Retail 2022, Sophos

The State of HR in Australia | HR Industry Benchmark Report 2023 10



But despite data concerns, organisations still favour
manual methods

This question demonstrates a lag between the priorities of HR professionals and the outdated methods to manage employee data.
Using spreadsheets has been the most common way of managing employee data since the Benchmark Report began and this year,
it's hit the top spot again. Only now, spreadsheets are equally as popular as multiple HR and/or payroll systems, supported by
integrations. While it's reassuring to see the use of manual methods declining each year, down almost 40% on 2019, it’s still a top
choice for storing employee information despite the lack of data integrity associated with manual methods.

How does your organisation manage employee data?

33% | Multiple HR and/or payroll systems, supported by integrations

Stand-alone payroll system

Integrated single vendor HR & payroll system

27% Integrated multi-vendor HR system (excluding payroll)

y¥ A/ Multiple stand-alone, best-of-breed HR systems

713/  Integrated multi-vendor HR & payroll system, supported by integrations

24% Integrated single-vendor HR system (excluding payroll)

;

The State of HR in Australia | HR Industry Benchmark Report 2023 11



HR professionals are losing valuable time to

manual tasks and admin work

Roughly how much time do you spend on
manual HR tasks per week, on average?

25%

1%

9% 9%

1-4 hours 5-8 hours 9-15 hours 16-23 1 Days 2 Days 3 Days 4 Days 5 Days
hours

EQ

Our survey found that on average, respondents
spend one day a week on manual HR tasks. That
figure is even higher for HR professionals in the
Manufacturing & Utilities industry who spend
1.5 days on manual HR tasks per week.

Meanwhile, when asked which areas of HR take
up too much time relative to the value they
deliver, general admin work came out on top for
the fourth year running.

Developing HR strategy and learning &
development (L&D) were the second and third
most popular choices, followed by performance
management.

General admin work is the most draining for
HR professionals in Enterprise-sized business
(2000+ employees), with 39% of respondents
choosing it as their top answer.

The State of HR in Australia | HR Industry Benchmark Report 2023 12



Many time-consuming tasks could be automated

If you could spend less time on one admin task,

what would it be? Top 5 answers

Rostering/workforce planning
Filtering resumes

Payroll preparation
Distributing new or updated policies
Distributing employment contracts

The most time-consuming tasks in...

&

Manufacturing & Healthcare
Utilities

Rostering/workforce
Onboarding planning and payroll

preparation

E [AM[e]

&
Finance

Approving and
tracking leave

According to our respondents, payroll preparation
is the number one admin task they'd like to

spend less time on. The result was the same
across business sizes except for those in Lower
Mid-Market organisations, where distributing
employment contracts came out on top.

This could be due to a higher volume of
recruitment during the growth phase for
companies with 50-179 employees as they
scale rapidly into the Mid-Market space (180+
employees). Early-stage businesses are also
less likely to utilise technology solutions during
their initial growth period, meaning tasks like
distributing employment contracts can quickly
become a drain on HR's time.

Looking at the results by industry sheds even
more light on the time-consuming tasks HR
professionals are struggling with. For those in
Manufacturing & Utilities, onboarding was the
top task they'd like to spend less time on. Given
the high level of recruitment required in the
sector, it's easy to understand why onboarding is
so time-consuming, especially if it's being done
manually.

In Healthcare, rostering/workforce planning and
payroll preparation ranked joint first. Again, this
mirrors the shift-based nature of work in the
Healthcare industry.

The State of HR in Australia | HR Industry Benchmark Report 2023 13



But technology is easing the admin burden

Given the rapid digitisation that has occurred over the past few years, it's
worth understanding how technology is impacting HR’s role. In the past, HR
has typically been seen as an admin-heavy function. But the pandemic has
strengthened the importance of a people-first approach in the workplace,
elevating the role of HR professionals in the process. However, do those
working in HR have enough time to focus on the work that matters most, or
is their schedule still burdened by manual tasks that could be automated?

How much time do you spend on manual HR
tasks per week?

1.00
0.95

[ I
Tax-agent Paper-based  Accounting Spreadsheets Outsourced Integrated HR Stand-alone
payroll methods software payroll and payroll payroll
provider provider software software

E [AM[e]

Payroll method in use

It's clear from the graph on the left that the type
of payroll method in use impacts the average
amount of time being spent on manual tasks.
Respondents who are still using outdated
processes such as spreadsheets and paper-based
methods (i.e, a box of receipts), or are relying on
a tax-agent payroll provider, are spending more
of their time on manual HR tasks each week,
compared to those using an integrated HR &
payroll system or a stand-alone payroll solution.
That represents precious time for already over-
burdened HR professionals which could be freed
up by using technology. We explore the payroll
function in more detail on page 48.

13% less time is spent on manual
ﬁ HR tasks for respondents with a
fully implemented performance

management tool, compared to
those without.

85% of respondents said technology
would be helpful in automating
administrative tasks.

The State of HR in Australia | HR Industry Benchmark Report 2023 14
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HR professionals are becoming more
data-driven

As the focus of the profession has shifted, so too has the sophistication with which HR professionals
are utilising their workforce data. Since 2021, the number of respondents who rated their use of HR
metrics as basic has steadily decreased, as has the percentage who do not use metrics at all. At the
same time, the number of respondents who say they're leveraging metrics in their decision making,
who are applying descriptive and even predictive analytics is on the rise. It's a positive trend. The
sharp uptake in both historical analysis and forecasting demonstrates how important data has
become for HR professionals.

L] L L ' L]
How would you describe your organisation’s use of HR metrics? 200 W02 M o03
42%
35%
% %
31% 33% 33%
27%
0
19% oo 18%
0
14%
11%
0
5% S 30 4% 6%
0
N/A* - 0%
None: We don't use HR Basic: We have some basic Developing: We track Optimised: We track Advanced: We track HR | don't know
metrics at all HR metrics but they don't HR metrics and leverage HR metrics and apply metrics and apply predictive
factor heavily into business them for decision-making descriptive analytics, pulling and/or prescriptive
decisions purposes insights out of historical analytics, forecasting future
data to facilitate our possibilities, to better
decision-making inform our decision-making

*This option was removed from the 2023 survey. In the next question, 4% of respondents said they do not measure HR metrics

HR Industry Trends | HR Industry Benchmark Report 2023 16



More organisations are turning to tech to measure

their HR metrics

Technology has transformed the way HR professionals are able to track and analyse data from their workforce, particularly

for those capturing information throughout the employee lifecycle. This year’s report shows a sizeable rise in the number of
respondents using HR technology platforms, reporting tools, and external aggregator sites to capture metrics, while manual
processes and feedback surveys have declined.

The steady uptake of technology mirrors the increasing level of sophistication highlighted on the previous page. With more HR
professionals using their metrics to understand the past and predict the future, new tools are required to make data analysis as

quick and simple as possible.

Which tools do you use to measure your HR metrics?

62%
56%
40%
34%
23%
19%
Employee survey Stand-alone HR
feedback technology platform

E [AM[e]

59%
52%

32%

Manual processes,
e.g spreadsheets

34%

17% 17%

Third-party reporting
tool/analytics
platform

29%

13%
7%

Enterprise resource
planning platform

2021 B 2022 W 2023

30% 31%
28%
26%
0 0
18% 20% 16% 25%
15%

System developed Third-party Integrated HRIS
in-house aggregator (e.g. platform
LinkedlIn, Seek or
review sites)

HR Industry Trends | HR Industry Benchmark Report 2023
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But aligning HR and company goals remains
a challenge

Despite the improvement in how HR professionals are using their metrics and the tools they have in place, the same difficulty
crops up time and time again. In last year's report, identifying quantifiable links between HR and business goals was the biggest
challenge for HR professionals when trying to implement HR metrics. Now in joint first, it's clear that HR is still struggling to
demonstrate the impact of their metrics on the business.

Being able to capture and analyse data from the workforce is one thing, but the true value comes from communicating the
tangible effects of those results and why they matter. One reason for this difficulty could be the mindset of other C-suite leaders.
While many have embraced HR’s new seat at the table, others may still be sceptical about the immense value of people and
culture management. It's the job of HR leaders to demonstrate this value, establishing a clear link between the data available and
the business’s ability (or inability, as it may be) to meet their goals.

Pleasingly, the number of respondents who said lack of resources and a lack of technology infrastructure declined significantly,
dropping out of the top five. This indicates that there has been a greater level of investment in resources over the past year.

What challenges have you faced when trying to implement HR

metrics? Top 5 answers The most common
ways to measure the

performance of an HR
32% | |Identifying quantifiable links between HR and business goals department, according

to respondents, are...

Interpreting HR measurement with corporate measurement 1 Employee engagement (27%)
2. Absenteeism rate (26%)
3. HR complaints (25%)

, 4. Retention rate (23%)
30% | Lack of skills among HR staff
O 5. Early turnover rate (23%)
29% | Identifying value-add HR metrics

E [AM[e]

30% | Assigning accountability for metrics

HR Industry Trends | HR Industry Benchmark Report 2023 18



Holding onto new recruits is harder for some

Our survey found the average new hire turnover rate in Australia is 13%. This is almost on par with last year (14%), however it is a
85% increase when compared to pre-pandemic levels in 2019. Whether due to the labour shortage in Australia or higher levels of
confidence among jobseekers, it's clear that employers are finding it harder to retain their new recruits.

The graph below shows that for some industries, heightened levels of new hire turnover is an issue. Interestingly, Healthcare
shows a below average rate. This could be due to the length of training involved in the industry and the fact that most medical
professionals undergo placement work before they enter the role full-time, giving them a taste of what's to come.

What is the average turnover rate for new . N
hires within their probation period? The time and cost of hiring

The average cost to hire a new

17% 9 :
employee is
14%

13% $8,000
1%
10%
{:} The average time to fill a vacant
f° 4 role is
20 days
| | O O The average turnover rate for
Manufacturing & Education Finance Retail, Catering & Healthcare ; ; ;

Utilities Leisure m’ il Organlsatlons IS
- Average new hire turnover rate per industry Overall average new hire turnover rate | | 1 5%

E [AM[e]
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As a result, recruitment remains the top challenge

for organisations in 2023

Which, if any, do you most believe will challenge your
organisation over the next 12 months? Top 10 answers

Recruitment

Data security

Upgrading technology

Increase in remote
working

High employee turnover

Automating
administrative tasks

Hybrid work

Performance
management

Boosting productivity

Succession planning

E [AM[e]

0
No change from 2022 17%

16%
16%

Risen 4 places

16%

14%

14%

14%

13%

Top challenges for HR
professionals in...

. Healthcare

@ Upskilling or reskilling employees
/@ Education

NN Employee wellness

'f_g_al, Retail, Catering & Leisure

U| Recruitment and upskilling or
reskilling employees

Lower Mid-Market

[03540)
q- | ? Data security and the increase in
remote working

00, Mid-Market
E-@—Ij Performance management
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Recruitment spend is increasing

Where HR departments are spending their budgets offers a useful insight into their
priorities for the year. For 2023, the biggest increase in budget was for recruitment, which
makes sense given the continuing challenges of acquiring new talent and the ambitious
growth plans highlighted earlier in the report.

Communication/collaboration platforms showed the biggest decrease, indicating
investment in that space has already been made or organisations are moving away from
online tools in favour of face-to-face collaboration. Rewards & recognition was the most
common item without any budget allocated, suggesting it’s still seen as a perk, rather than
a necessity, for some organisations.

Interestingly, this year’s results are a departure from 2022, when remuneration and
compensation/benefits was the biggest area where budget had increased. This shift in
priorities could indicate that the time of competing for talent with over-inflated salary
offers may be over.

Largest remain the same:
Performance management

Largest budget increase:
Recruitment

Increased

Stay the
same

M increased M stayedsame M Decreased M increased M stayed same Decreased
| don't know No budget O nA I don’t know No budget O n/A
allocated allocated

E [AM[e]

Largest no budget allocation:
Rewards & recognition

5%

No budget

allocated I

B increased B stayedsame M Decreased
I 1 don't know No budget O N/A

allocated

Largest budget decrease:
Communication/collaboration platforms

Decreased

M increased B stayedsame M Decreased

B dontknow M No budget O A
allocated
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Preventative wellbeing is also on the rise

Wellbeing has been a big topic for HR professionals during the pandemic and 2023 is no different.

But what we've noticed is a shift away from reactive measures and towards preventative initiatives.
While employee assistance programs are a valuable tool, they tend to be utilised later down the line
once an employee needs urgent support. The rise of mental health days, wellbeing apps, volunteering
days, and subsidies for mental and physical health all point to organisations taking conscious steps

to prevent poor wellbeing. What was surprising is that almost a quarter of HR professionals said their

organisation offers unlimited leave, an initiative that would've been a rarity in the past.

What wellbeing initiatives does your organisation offer?

76%
70%

43% 42%

30%
24%

Mental health
days/programs

Employee
assistance
programs (EAP)

E [AM[e]

36%

239 2°%

Health insurance/
subsidies

37%

24% 26%

Accessto a
wellbeing app

35%

Gym membership/
subsidies

34%

259% 26%

Volunteering days

26%

0
17% 150

W 2023

2021 B 2022

Almost 30%

of respondents in the IT
& Telecoms sector say
they offer unlimited leave

24%

1%
8%

.5%

N/A  N/A

Yoga/meditation

Unlimited leave No initiatives in

place
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Organisations are shifting back to the office

Flexibility is the other area of balance for businesses in 2023. Our survey found that from the height of working from home
in 2021, offering 1-2 days a week seems to be the most favoured option among Australian businesses where employees can
do their jobs from home. Allowing employees to do three or more days a week from home has taken a nosedive since 2021,
underlining the sense that most business leaders would prefer employees in the office for most of their working week.

The industry with the least flexibility is Architecture, Engineering & Building, as 14% of respondents in the sector say they offer
no flexible working options at all. Unsurprisingly, Finance is the most lenient when it comes to working from home, with 8 out
of 10 respondents saying they offer working from home either 1-2, 3-4 days per week or sporadically.

While the topic of working from home has dominated the conversation, for the majority of Australia’s workforce it's not an
option due to the on-site or in-person nature of their work. But that doesn’t mean flexibility is off the cards. Across all sectors,
the most common form of flexibility is flexible start/finish hours, offered by 35% of respondents, followed by part-time work
(29%).

In the Retail, Catering & Leisure sector, flexibility most often comes in the form of flexible start/finish times and swapping
shifts. While in Healthcare, part-time work was the most common option.

What type of flexibility does your organisation offer?

B Work from home 1-2 days a
50% week
Work from home 3 or more
39% days a week
31%
27%
24%
12%
| | |
2021 Report 2022 Report 2023 Report

E [AM[e]
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The pressure is on to defend flexible working

What are the biggest challenges when it comes to
providing flexible work options? Top 5 answers

Measuring the use and/
or success of flexible
work options

Creating equal
opportunities for staff
who want or need
flexible work options

Maintaining employee
engagement across
remote vs. non-remote
staff

Increasing employee
awareness about their
flexible work options

Demonstrating tangible
benefits of flexible work
options

E [AM[e]

28%

28%

With lockdowns no longer a threat, the need for
flexible work options is not the necessity it has
been during the pandemic. But most business
leaders know forcing a return to the past is not
a smart option, especially if they want to recruit
and retain staff in a competitive market. As a
result, HR leaders are under more pressure to
measure and quantify the impacts of flexible
working options as seen in the graph on the left.

This is quite a shift from last year’s top challenge
- maintaining adequate levels of communication
and collaboration - which didn’t make the top
five this time around. It indicates that while
employees have adjusted and embraced working
in a dispersed nature, the main challenge now is
justifying whether the previous level of flexibility
should continue, and if not, why.

It seems 2023 could be a make-or-break year for
the gains made around flexible working during
the pandemic. As organisations strive to get the
balance right, it will be interesting to see whether
new challenges emerge next year.

HR Industry Trends | HR Industry Benchmark Report 2023 24
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Sourcing quality candidates is proving difficult

What are your organisation’s key recruitment challenges?

Top 10 answers

Attracting the right candidates
Skills shortage
Competition for talent

Reducing the time to hire

Company remuneration/
benefits not meeting the
expectations of external talent

Ensuring a positive candidate
experience

Engaging passive candidates

Slow decision making/too
many stakeholders

Building a stronger employer
brand

Availability of data to make
recruitment decisions

E [AM([e]

26%

25%

24%

22%

22%

22%

21%

21%

20%

30%

This year’s results drive home just how tight the
labour market is after unemployment in Australia
hit the lowest rate in almost forty years. The
overwhelming challenge for recruiters is finding
and competing for talent. But it's interesting to see
that finding the right candidates has surpassed
competition for talent and skills shortage, which
was top in 2022. It suggests that the focus has
shifted from quantity to quality, in order to hire
those who are truly right for the roles.

Given potential budget constraints this year and

the need for high productivity against a slump in
the economy, it makes commercial sense to hire
well rather than waste money churning through

new staff.

Top recruitment challenges for...

Finance

@ Rem/benefits not meeting the

expectations of external talent

Healthcare

Retail, Catering & Leisure

)
@ Attracting the right candidates
U

Attracting the right candidates and slow
decision making from stakeholders
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How much time is spent on recruitment tasks?

. Interviewing and offer On average, respondents involved e The average cost to hire a
Vv management are the two most ‘Q@Xl‘ in recruitment spend 7 hours 0(_’% new employee is $8,000 AUD.

R ' time-consuming tasks for those on reviewing and shortlisting &9 Approximately 40% of respondents
involved in recruitment, with 26% applicants per new hire. said they do not know the cost of
of respondents spending between hiring in their organisation, despite
4-6 hours on these tasks for each being involved in recruitment
new hire.

What tools does your organisation use to improve the recruitment process?

50%

4% 2%
1%
Background Video interviewing Applicant tracking Contract generation Psychometric None - we don't None - we don't use None - we don’t use
screening tools platform software (ATS) software assessment use any tools, we any tools; we use any tools at all
manage recruitment third-party agencies

/ recruitment firms

[HLLIO
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Recruiters are relying on technology to be more

efficient

00000 00000

WP PP PP

Over 9 in 10 respondents say they've implemented
or are in the process of implementing an applicant
tracking system, while only 3% are not considering
it at all.

Applicant tracking systems are becoming a
must-have tool for recruiters. By automating
repetitive manual tasks, improving visibility among
stakeholders, and streamlining the process, talent
acquisition teams are able to source candidates
more efficiently than ever.

What's more, offering a smooth and prompt
experience impacts a candidate’s first impression
and influences whether they progress through the
recruitment process or slip through the net. At a
time when new recruits are hard to come by, the
candidate experience is paramount.

New research on recruitment in APAC found the
most common reasons for candidates withdrawing
during an application were a lengthy process and
feeling their time was disrespected. In 2023, the
pressure is on, and organisations cannot afford to
miss out on talent because of a sloppy process3.

E [AM([e]

What's your current state of implementation for
an applicant tracking system?

47%

B Fully implemented

3%

Not considering
atall
1% /

I Don't know/Not
applicable

49%

I Implementing

3. Candidate Experience Benchmark Research Report, The Talent Board

Recruitment | HR Industry Benchmark Report 2023 28



Internal recruitment processes are improving

How would you rate your organisation’s internal
systems and processes for effectively managing
recruitment?

16% 2%
Average \ / Poor 0%

O Very Poor

M Excellent

42% 7

M Good

This year, our respondents were overwhelmingly
positive about the state of their internal
recruitment processes. Almost four in ten
respondents rated their systems and processes
as ‘excellent’, which was a significant increase

on last year’s report (14%). The percentage of
‘good’ was similar to 2022, while the number who
selected ‘average’ dropped by 50%.

The data also demonstrates the impact of using
an applicant tracking system (ATS). Compared to
those still in the process of implementing an ATS,
respondents with technology in place were more
likely to rank their processes as excellent or good,
and less likely to select average.

By business size, respondents in the Lower Mid-
Market (50-179 employees) were most positive
about their internal processes and systems with
almost 50% rating them as excellent. This could
be due to having a more manageable volume of
recruitment than the Mid-Market respondents,
while also benefiting from the use of technology
compared to those within Small Business. Almost
10% of Small Business respondents said they

are not considering implementing an applicant
tracking system, significantly more than any other
business size.
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Big businesses take a slower approach to
onboarding

This question poses a challenge for respondents. How do you define full productivity? And is the definition the same for all roles?
There has been plenty of debate as to how long an employee should require to be productive. This year’s survey found the
average time to productivity in Australia is 24 days.

But of course, there's bound to be significant variation between roles and industry. It's interesting to see that Retail, Catering
& Leisure has the longest time to productivity at 49 days, compared to just 22 days in Finance. Is the Finance industry doing
something right? Or are the processes and systems in the sector more easily transferable from one business to another?

What is clear is that from Mid-Market to Enterprise, the time taken for employees to be fully productive more than doubles.
There could be many reasons for this hike, including more complex processes, a higher volume of new recruits, and less time
dedicated to onboarding new employees.

How long does it typically take a new hire to be fully productive after starting employment?

| | 47 days
Retail, Cater|.ng & 49 days
Leisure

25 days
Healthcare 35 days

17 19 days
Manufacturing & ays

Utilities 31 days

Finance 22 days

IT & Telecoms 19 days Small Lower Mid- Mid- Enterprise
Business Market Market
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Onboarding remains a high priority in 2023

Given the potential for some industries to face tighter recruitment budgets in 2023, it's crucial to deliver an onboarding
experience that sets new hires up for success. It's positive to see that onboarding is a high priority for almost half of respondents
in Australia. But according to one in five respondents, onboarding is still too time-consuming. That's despite just over 50% of
respondents having a fully implemented onboarding tool in place. It goes to show that despite the benefits technology offers,
organisations still need to create a well-designed process to really improve the efficiency of onboarding.

How much is onboarding a priority for your
organisation over the next 12 months?

) of respondents said onboarding/
11% 2(Q% ofresp k;
induction takes up too much time,
2% / Low priority relative to the value it delivers

Not a priority N\

1 5% said their budget for onboarding
has decreased. Along with
communication/collaboration
platforms, onboarding was the
second biggest area where budget
for 2023 had declined, compared to
the previous year

B High priority

45% said technology would be very
important for tackling onboarding

as a priority in 2023

M Medium priority
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The continual rise of onboarding technology

There's been a slight increase in the percentage of respondents who have fully implemented onboarding technology and are in
the process of implementing, while the number of organisations not considering it at all has halved. It's no surprise given that
onboarding technology has the potential to transform the experience for new employees and is something many candidates will
come to expect.

With almost all of the respondents using or being on their way to using onboarding technology, the 2% still taking a manual
approach may struggle to offer the same quality of experience as their competitors.

As expected, there’s a correlation between the size of the organisation and whether they have onboarding technology in place.
Only 36% of Small Business respondents said they have fully implemented onboarding technology. That figure rises to 49% for

Lower Mid-Market, and 59% for Mid-Market and Enterprise organisations. As the volume of recruitment climbs, so too does the
need for a solution to make onboarding manageable.

What's your current state of implementation for onboarding technology?

51% 2022 B 2023
49%
46%
44%
4% 4%
2% 1%
I _
Fully implemented Implementing* (net) Not considering at all Don't know

*Includes respondents who selected currently implementing, implementation is less than 12 months away, and more than 12 months away

E [AM([e]
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Manual processes are hampering performance
management

Inefficient and time-consuming, manual processes are proving to be a hurdle standing in the way of effective performance
management. Given the repetitive nature of conducting reviews and recording progress throughout the year, it's just one area of
HR that is primed for automation.

What are your organisation’s key performance management challenges?

Manual processes

Lack of appropriate recognition & rewards
Lack of formal processes

Lack of manager training

Lack of support for underperformers

Lack of consistency between managers, departments, etc.
Lack of timely or meaningful feedback
Lack of personal development plans

Lack of recognition for high performers
Lack of a formal performance framework
Unclear goals / KPIs / OKRs

None - we have no key performance management challenges

o

9%

26%
25%
24%
23%
23%
23%
22%
22%
22%
21%

21%
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Annual performance reviews are out, regular
feedback is in

This year's data supports the trend ELMO has witnessed among its own customers. The desire for regular feedback, whether
those conversations are weekly, monthly, or quarterly, is overtaking the once or twice-a-year performance review.

Whether frequent appraisals are a formal event or simply an opportunity to check-in on progress, it's positive to see a more
proactive, transparent approach to performance management becoming the norm in Australia.

How often are performance appraisals conducted? 2022 Report [l 2023 Report
27% 29%
25%
15%
1%

6%

4%
3% 3%
Weekly Monthly Quarterly Biannually Annually Continuous Ad hoc Project-based Never
feedback cycles appraisals
but no formal
appraisal

structure

Performance Management | HR Industry Benchmark Report 2023 36



Performance reviews are most time-consuming for
managers

Regular performance reviews are most effective, yet without the right tools in place they can quickly become time-consuming
for employees, managers and HR members. We expected the time spent by managers to be considerably higher than any other
cohort, so it was surprising to see the average was just one hour more than employees and HR team members. The results did
however highlight that respondents who are not considering using a performance management tool are spending far more time
conducting performance appraisals, at 22 hours for managers and 25 hours for HR team members on average per year.

How many hours are spent conducting performance appraisals each year, for each of the following roles?

O Employees [ | Managers B HRteam members

00
Employees

000
G'@'D 18 hours

s 20.3 502
' 18.7 18.4
17.6 17 17.3 17.1

090  Managers 16.4
TW? 19 hours 151

HR team

members

18 hours

Small Business Lower Mid-Market Mid-Market Enterprise

20.3
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Performance processes have room for
improvement

Out of all the functional areas our HR professionals were surveyed on, respondents were most likely to rate their systems and
processes for managing performance management as average. What's most interesting, however, is that the responses were
remarkably similar between those who are using a performance management tool and those who are still in the process of
implementing one. This goes to show that while technology has a big role to play in reducing the workload and streamlining
performance management, organisations must also implement effective processes to reap the benefits.

How would you rate your organisation’s systems and How common is performance
processes for managing performance management? management technology?

Almost half of respondents (46%) have fully
19% 1% implemented pgrfqrmance mahagement
technology, which is the same figure as 2022.
Average AN /" [ poor Just over half (51%) are in the process of
implementing. Only 2% are not considering it at
all, which is a four percentage-point drop on the
previous year.

33% Like other areas of HR, using technology to
manage and deliver effective performance
/ Excellent management is becoming increasingly common.
Not only does a digital solution offer a better
experience for both backend users and
employees, but it reduces the admin burden on
everyone involved.

Respondents know the importance of
performance technology all too well. Almost 90%
of respondents said technology would be very
important or somewhat important for tackling
performance management in 2023.
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Remuneration processes are too long and
ambiguous

What are your key remuneration challenges? There’s been a surprising change in the top
T 6 challenges facing remuneration staff this year.
Op 6 answers The number of respondents who said they can't

compete with external market rates has dropped
by almost 40%.

31% Given that most respondents said their
remuneration budget is the same as last year, the
data indicates that perhaps external market rates

Process is too lengthy

have cooled.
Lack of transparency 30%
Instead, overly lengthy, rigid and unclear
processes are impeding how organisations set
Lack of flexibility 28% remuneration within the business. These are

all commonly heard issues in the remuneration
space. Without a clear performance framework
Mi;ﬂﬁg:‘;;:f;ﬁe” 7% that links back to remuneration and benefits,
remuneration it's difficult to apply pay rises and bonuses fairly.
In lieu of a transparent process, managers are

Remuneration spend is tasked with deciding appropriate remuneration

frequently underbudget 27% changes based on gut feel - something that can
easily be clouded by proximity bias. In a hybrid
Cantt compete with ey Yvorking en.vironment, this will be an increasingly
external market rates 0 Important issue.

[HLLIO
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Remuneration is a key tactic to both attract and

retain talent

Which areas of remuneration is your organisation
planning to focus on in 2023?

Attracting in-demand skills 43%

Improving retention 43%

Improving gender pay 40%
equality ’
More opportunity / equality

o 36%
for minority groups

ratio
Reducing wage spend 33%

None - we're not looking to

focus on remuneration over I 4%
the next 12 months
None of the above 2%

E [AM([e]

Unsurprisingly, the main focus of remuneration
in 2023 is to attract in-demand skills and
improve the retention of existing staff. Given the
difficulties recruiting in Australia, remuneration
will continue to be a key offering in the war for
talent.

It's positive to see that improving gender equality
and levelling the playing field for minority groups
is also high on the priority list for Australian
organisations. These have both increased
considerably on last year (70% and 112% increases
respectively).

When asked how their organisation most
commonly applies remuneration changes,

* 39% of respondents use employees’
performance feedback

* 38% use a combination of performance-based
and alignment to market rates

e 35% use alignment to market rates

* 34% apply a flat percentage increase across
the organisation

* 30% apply a flat dollar value increase
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Remuneration technology is becoming a must-have for

big business

How would you rate your organisation’s systems and

processes for effectively managing remuneration?

12%

Average N\

1%
/O Ppoor 0%
O Very Poor

42%

/ Excellent

Respondents who work in remuneration were
extremely positive about their systems and
processes, with almost 9 in ten rating them
excellent or good. Yet we know from an earlier
question that almost a third of respondents
believe their rem processes are too lengthy
and ambiguous. This juxtaposition suggests
that while the overall systems are operating
effectively, there are still improvements to make
remuneration decisions more transparent and
quick to implement.

How common is remuneration technology?

Almost half of respondents (46%) have fully
implemented rem/compensation & benefits
software, with a further 49% in the process of
implementation. Just 3% of respondents say
they're not considering it at all and 2% say they
don’t know.

As expected, the use of remuneration software

is much more common in Enterprise-sized
businesses where managing the salaries of 2000+
employees becomes almost impossible without

a digital tool in place. In fact, there were zero
respondents from Enterprise businesses who
said they were not considering implementing
remuneration technology.
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What's making learning & development difficult for
HR professionals?

This year’s top challenges underline the difficulty of delivering learning & development content across a dispersed workforce.
Our survey found providing access to learning content was more likely to be a challenge for on-site industries such as
Manufacturing & Utilities, and Retail, Catering & Leisure, whereas in the Finance sector, meeting compliance obligations
outweighed anything else.

Providing access is also more challenging for Mid-Market sized businesses than any other, perhaps because while they have a
significant number of staff (180-1999 employees), they may not be utilising technology to deliver their learning.

For Small Business, lack of resources was the most common challenge. On the other end of the scale, Enterprise respondents say
they're struggling most with training in a blended environment.

What are your organisation’s key L&D challenges?

Top 5 answers

o [
[, [Rm——
In 2022, lack of

the biggest challenge

2% R S o Jenerng L
followed closely by a lack of resources. This

change suggests organisations are buying into
Finding the right external partners the importance of investing in L&D.

E [AM([e]
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In-person learning is still the preferred format

training formats and their strengths.”

o

How is learning & development delivered in your organisation?

39%
35%

35%
33%

Hybrid classroom
(face-to-face and
virtual)

elLearning courses
(internal provider)

Face-to-face
learning (external
provider)

Face-to-face
learning (internal
provider)

E [AM[e]

- James King, Agile Coach and Learning Expert, ELMO Software

32%

elLearning courses
(external provider)

“The pandemic highlighted that there is still an important place for face-to-face
learning, especially when interaction and empathy are important aspects. As a
result, | think HR departments are getting more sophisticated in using combined
approaches to learning, based on a better understanding of the different

30%

26%
24%

1%
———————————————————————————

Massive open
online courses

(MOOCs)

Other, please
specify

Virtual classrooms

Webinars
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Examining the time and cost of L&D

What is the annual cost of training per employee, per year*?

[J Healthcare M Finance B Manufacturing & B T&Telecoms
Utilities

$2600
$2400
$2200
$2000

$1800

Junior Mid-level Senior Executive

management management

E [AM([e]

It's always interesting to examine the time and
cost invested in training employees. In Australia,
the average cost for training C-suite leaders per
year is $2,197; senior-level management, $2,184;
mid-level management, $2,094; junior employees,
$1,951.

The graph on the left shows Finance tends to be
more expensive to train staff, until employees
reach the executive level when Healthcare peaks.

On average, Australia’s HR professionals involved
with L&D are spending one day a week creating
content, but that figure rises for those without
technology in place.

How much time per week is spent
creating content for L&D?

1.06

0.92

Days

M isimplementinganLMS B Has fully implemented an LMS

*post-probation and excluding any onboarding-related training costs
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How well is L&D being delivered, according to
the experts?

How would you rate your organisation’s internal
systems and processes for effectively managing

learning & development?

46%

B Good

17%

Average N\

1%

/ [J poor

M Excellent

According to our survey, HR professionals
involved with learning & development are feeling
confident about their organisation’s systems and
processes - particularly compared to last year.
The number who said ‘excellent’ has more than
doubled, while the percentage who chose average
dropped by half. Respondents in the Lower Mid-
Market were most positive, with 50% ranking their
systems and processes as excellent.

As shown below, the use of technology does have
an impact on how effectively organisations are
managing L&D. Those with a fully implemented
LMS were almost 30% more likely to rank their
processes as excellent.

41%

32%

2% 0%

Implementing an LMS Fully implemented an LMS
M Rated their processes I Rated their processes
as excellent as poor
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Payroll professionals are struggling to keep up with
frequent law changes

What are your organisation’s key payroll challenges?

Top 5 answers

Keeping up-to-date and
understanding legislative
changes affecting our business

Lack of flexible reporting tools

Poor or no integration between
employee systems across HR,
rostering, time & attendence,

and/or payroll systems

Number and frequency of ad
hoc payments outside the
regular pay run

Inaccuracy of data supplied to
or input into payroll system

20%

19%

19%

18%

17%

This year’s top challenge comes as no surprise.
Australia has undergone numerous employment
law changes in the past year. From minimum
wage increases to updated industrial awards and
of course, the introduction of STP Phase 2, the
legislative landscape can be mindboggling for
Australia’s payroll professionals.

The top challenge remains the same for those
who have fully implemented payroll technology
and those who don't, demonstrating the limit
technology has when it comes to this continually
changing space. However, for organisations
assessing vendors, it's worth asking what level of
support and education is offered. Help centres
and internal training can be a valuable benefit to
keep users up-to-date with changing employment
legislation.

When looking at the other big challenges, ‘lack
of integration between systems’ is less of a
challenge for those with payroll technology fully
implemented. ‘Number and frequency of ad hoc
payments'is also less of a headache.
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Technology is helping to tackle some of the key
payroll challenges

While legislative changes remain a struggle regardless of whether an organisation has payroll technology in use, it's clear that
digital tools are helping to mitigate the other key challenges in this space. For example, having a lack of flexible reporting tools is
a bigger challenge for those using spreadsheets (according to 27% of respondents) compared to those using technology, either
in the form of an integrated HR & payroll system (20%) or a stand-alone payroll system (19%). Similarly, the lack of integration
between different employee systems is reduced for those using an integrated HR & payroll system, where information flows
seamlessly between timesheet input, payroll, HR, and rostering.

What are your organisation’s key payroll challenges?
Split by type of payroll method in use

[] stand-alone payroll software Spreadsheets M Integrated HR & payroll system
27%
24%
9% 23% ’
21 20% 20%
19% , 19% >
Keeping up to date and understanding legislative Lack of flexible reporting tools Lack of integration between employee systems across
changes affecting our business HR, rostering, time & attendance and/or payroll

systems

E [AM[e]
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Integrated payroll & HR technology is on the rise

It's surprising to see almost a third of respondents are still using paper-based methods to manage their payroll, which is the
same as last year’s report. With all employers in Australia required to submit information through Single Touch Payroll-enabled
software, it's most likely these respondents are using an additional method, whether through an outsourced provider or a
software platform.

The use of integrated HR & payroll software has increased by 16% on 2022, and is the top option for all business sizes, except
Mid-Market where accounting software inched into top spot by one percentage-point.

How do you currently manage your organisation’s payroll processes?

44%

27% 27%
Integrated HR and Accounting software Stand-alone payroll Outsourced payroll Spreadsheets Paper-based Tax agent payroll
payroll software software provider methods (e.g. ‘box of provider
receipts’)

[HLLIO
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Integrated technology is also helping to reduce

payroll errors

What's your organisation’s payroll error
rate per pay period?

B Payroll error rate B Average payroll error
rate of all respondents

5%

4.9% 4.9%

4%

Integrated Accounting Stand-alone Spreadsheets Paper-based Tax-agent Other
HR & payroll software payroll processes payroll
software software provider

[HLLIO

Asked how often they have to do a payroll
amendment, 33% of respondents said every
payroll cycle. That figure is higher for those using
spreadsheets (35%), accounting software (36%),
paper-based methods (40%) and an outsourced
payroll provider (43%).

“It's not so much that payroll has
increased in complexity, it is
more about the need for payroll
professionals to understand
the complexity. Now that Single
Touch Payroll (Phase 2) is sharing
the data with other government
agencies, the requirement for
accurate reporting has become
paramount.”

- Simone Dixon, ELMO Software’s
Compliance Manager - Product
and Vice President of DSPANZ

o

*Figures rounded to one decimal point for more detailed comparison
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Payroll is becoming less painful for Australian

businesses

How would you rate your organisation’s systems and
processes for effectively managing payroll?

1%
11% S
O poor 0%
[ Average g
] very Poor

M Excellent

Last year, 21% rated
their processes as
excellent

Almost four in ten respondents rated their
payroll processes as excellent, which is a
significant jump on the previous year. Out

of all the functional areas, payroll also had
the smallest number of respondents ranking
their processes and systems as average

- clearly, professionals in this space have
dedicated significant effort to getting things
right.

How is technology impacting
payroll processes?

41%

37%

rate processes as excellent

M Using anintegrated ™ Using accounting
HR & payroll system software
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How much time is involved with payroll?

Despite an overwhelming positivity around
the state of the processes in place,
there's no denying that payroll is
layered with arduous requirements.
Our survey found the three

most time-consuming tasks

for payroll professionals are
gathering the required data for a —
pay run, managing, training and
developing staff, and payroll policy
administration.

Each month it takes an average of...

(="' 8.3 hours to gather data for a
@ pay run

8.1 hours to manage, train and
develop staff

It's also worth examining the impact
of different payroll methods. Reporting is
the quickest task for those using an integrated

HR & payroll system at 7.7 hours per month.

Whereas for organisations still using spreadsheets, gathering the required
data takes an average of 9.1 hours per month - just shy of an hour more
than the average.

8.0 hours to ensure payroll
policy is correct

When asked how long it takes to complete each pay run, the average among

all respondents was 12 hours. A fifth of respondents said it takes them 20% of respondents say it
between 15 and 20 hours for each cycle. @ takes between 15 and 20
o)
But the most time-consuming period for most payroll professionals is the % hours of work to complete
one pay run

annual end of year finalisation. On average, end of year finalisation takes
just under three weeks according to our respondents.

E [AM[e]
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About ELMO Software E[MM[s]

ELMO Software is a leading provider of integrated, cloud-based HR technology operating in Australia, New Zealand and the UK.
With over 3,000 customers, ELMO helps users to save valuable time, money, and resources by streamlining HR processes within one easy-
to-use platform.

Highly configurable, the solutions can be tailored to meet each organisation’s unique needs and processes. What's more, supportive
implementation services and dedicated Account Managers help our clients to get the most from their ELMO platform and drive a higher
return on investment. Visit the ELMO website to find out more or book a demo to experience the platform for yourself.

Contact us

i o Home

STREAMLINE HR & PAYROLL PROCESSES

To Do List y Status ™,

Everything you need, in one place &~ -

|E Managing Complaints

E Discrimination and EEO @ Rejecred 31/12/2020 ., .,
1 Welcome to the organisation! We are glad to
have you onboard! Please work through the

1o tasks on the right prior to your first day. Also,
Payroll HR Core Recruitment take time to watch the video and familiarise

yourself with your new team
Seamless cloud-based Centralise and Attract, engage and

payroll and HR solution automate your people select the world's best
management talent Course Information

Duration 1Th12m
L]

Onboarding Performance Learning R Feints

Management Management
Start your new

employee’s journey Maximise employee Configurable to suit your
with a personalised performance and organisation's unique
onboarding experience potential requirements Enrolment method N Q)

Due date 29 Dec 2024



https://elmosoftware.com.au/
https://elmosoftware.com.au/request-a-demo/

