
 
 

CONTENTS
Introduction x

Section One - The intersection of compliance and efficiency x

1 The intersection between compliance and efficiency x

2 How do you gain efficiency? x

3 How do you ensure compliance? x

Section Two - People

4 Building a bulletproof payroll team x

5 Capability x

6 Line managers, employees and other stakeholders x

Section Three - Technology

7 What do you need, now and into the future? x

8 How is it best delivered? x

9 How to find the best technology for your organisation x

Section Four - Processes

10 Governance and Risk x

11 Payroll Fraud x

12 Payroll benchmarking x

Section Five - Profit from Payroll

13 Payroll strategy x

14 Decisions with precision x

15 Payroll projects, the good, the bad and the ugly x



Introduction    1    

Introduction

How on earth can you profit from payroll?  It sounds counter 
intuitive, and surely it is?  I once thought this was the case.

Having spent 23 years in the payroll industry, I’ve discovered 
it’s not such a ridiculous concept as you might think.  As it turns 
out there are many ways Australian businesses and those all 
over the world can make material impacts on the profitability 
of their organisation by optimising their payroll function.

What is often seen as a back office, cyclical, over regulated 
and process driven function, criticised as being both a boring 
task to complete and ‘a necessary evil’ for businesses, payroll can 
offer organisations the most extraordinary intelligence about 
their workforce and their business.  It gives management teams 
valuable data and insights for decision making and operational 
activities.  If harnessed correctly, your payroll strategy can 
actually deliver a tangible benefit to your bottom line.

Many of us may remember the days when the only reason 
we needed to interact with payroll professionals was to visit the 
pay office window to collect our yellow pay envelope stuffed 
with cash.  Payroll was off limits, a closed shop.  No one really 
knew what they did in there.  Paymasters and pay mistresses 
were overly formal and perhaps a little bit cranky.  What we did 
know was that there was a lot of paper, processes were strict, 
the information they presided over was shrouded in secrecy 
and by some method unknown to me, calculations were done 
and my cash was delivered each week.  Even though times 
and technology have changed, the payroll operation is still an 
underestimated business function.

I’ve been working in and around the payroll industry for 
more than 20 years and have worked with literally hundreds 
of organisations in my various capacities for payroll product 
and service organisations.  I have worked for several payroll 
software vendors, been involved in payroll system design 
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and development, completed compliance audits and process 
reviews and now as chief executive officer of Australian Payroll 
Association I want to educate employers and payroll teams 
about how they can best develop payroll as an asset in their 
business.  

It’s from these collective experiences I’ve determined 
the many ways that organisations can profit from what has 
traditionally been thought of as a fixed cost clerical function.  
Worse still, one that is highly regulated, over scrutinised by the 
authorities, complex, time consuming, constantly changing, 
confusing and therefore unable to have any positive effect 
whatsoever on the bottom line.

Over the years, I’ve seen examples of organisations that have 
been underpaying staff and therefore putting their business at 
risk of monetary fines and charges, as well as organisations that 
are unknowingly overpaying staff with obvious consequences.  
These overpayments are rarely pointed out by employees 
(unless they are extreme), as there is typically faith in the pay 
office that they are paying correctly.  So as long as employees 
are paid at least what they expect to be paid, the assumption 
is the payments for salaries and wages are correct.  Collectively 
and over time, overpayments can add up to significant amounts 
that have a material impact on organisations.  We’ll look at 
some examples of these throughout this book.

Something else that is more widespread than you may think 
are the inefficiencies that creep into the payroll process.  There 
are many causes for inefficiencies and payroll errors, but each 
cause the payroll function to cost a lot more to deliver than it 
should.

As a child of the 1970s, I was often reminded of the starving 
children in Africa who would love my dinner that I was refusing 
to eat.   I grew up on a dairy farm in a modest family who 
were grateful for what we had in life.  From this comes my life 
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long frustration with waste.  I hate to see things go to waste, 
particularly time and money that could be used better elsewhere.  
Perhaps this is why I’m so obsessed with payroll efficiency!  I 
figure that if your payroll operation is as efficient as possible, 
your organisation can spend the money saved on doing what 
you do best, or perhaps putting money into employee benefits 
or social causes.  Alternatively, any improvements to the payroll 
operation will most certainly impact your bottom line.

No matter what the issues are in your payroll department, 
whether they be under or over payments, governance risk, errors 
which put the company at risk of regulatory fines, mistakes 
which cause morale problems in the employee population, high 
costs of delivery, or poor communication with stakeholders, it 
is certain they can are caused by one or a combination of three 
things.  Namely your payroll people, your payroll technology 
and your payroll processes.

In all the years I’ve worked in payroll, I’ve helped many 
organisations improve their payroll function and how it 
delivers value to the business.  I’ve never needed to address 
anything that is outside these three things: people, technology 
or processes.

It can be that organisations have issues with all three but 
it’s just as likely to be a combination of two.  You can have the 
best payroll team in the world, but if your technology doesn’t 
support the way you need to run your payroll, you’ll have 
problems.  You can have the best technology in the world, but 
if your processes are poor you won’t get the outcomes or return 
on investment you expected.  You can have the best processes 
in the world, but if you have a poorly trained or incapable 
payroll team, you’ll expose the organisation to significant risk.  
And so it goes on.

This book is written in five sections, one each devoted 
to people, technology and processes.  In addition we explore 
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where your organisation’s intersection might lie in the balance 
of compliance and efficiency as well as some tips on how to 
actually profit from payroll.  

Each section has a different focus and you may wish just 
to read the sections that apply to your situation.  However to 
really understand how to maximise the value that exists in your 
payroll operation, I recommend that you read all sections over 
time.

People, processes and technology are always the three areas 
that cause organisations ‘payroll pain’ and where the opportunity 
exists to improve efficiency, compliance and governance, and 
profit from payroll. Maximising productivity and governance 
from all three leads to significant improvements in payroll 
delivery and tangible effects to the bottom line.

Not every situation or opportunity to profit from payroll 
is covered in this book, but many of the most common ones 
are.  Even just working with the examples highlighted in 
later chapters may help you to identify ways to improve your 
payroll function.  The book has been written to provide insight 
on where you might be able to profit from your payroll and 
challenges you to test and review the way that you deliver your 
payroll function.

It is well documented that there is a high downside risk of 
not optimising your payroll function. If payroll isn’t correct it 
can have dire consequences for businesses, including sending 
them broke. 

However, there is certainly a great opportunity when payroll 
is looked on as less of a necessary evil but rather a business 
function that can often significantly improve how you do 
business.

It could be said that payroll is at its best when not noticed.  
But that doesn’t mean it can’t be a real contributor to an 
organisation.
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Not only do we cover tactical topics such as payroll 
technology and processes in this book, but we also explore 
building payroll teams, payroll benchmarking and how payroll 
strategy can assist to achieve your business goals.

So while you don’t need to read this book from cover to cover 
to understand the value of payroll, you do need to be prepared 
to question your current payroll practices and challenge why 
you do things the way you do.  Only by going through this 
process will you be successful in turning a business cost into 
an operational asset.

So where do you start?

As mentioned earlier, payroll issues can always be put into one 
of three categories.  Any payroll which is non-compliant or 
inefficient has a problem in one or more of these categories.  
To have the most efficient and compliant payroll possible, it’s 
essential to look at each of these areas separately and ensure 
that they are providing your organisation with the operational 
support and business intelligence that is required.
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Figure 1: People, Technology and Processes
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As shown in Figure 1, organisations need to get people, 
technology and processes right in order to profit from payroll.  

You can have great people and modern technology, but 
if your processes are poor, you likely have to do some things 
manually which results in an inefficient payroll operation with 
high delivery costs.  There are often high error rates in these 
situations because the processes aren’t rigorous enough to 
identify potential errors when they come up.

If you have solid processes and great people, but have poor 
technology, you are probably suffering from poor governance 
because you don’t have technology to run variance based 
reporting and will generally have high error rates, whether you 
track them or not.

Perhaps you have modern technology and solid processes, 
but you don’t have a good payroll team.  This is often the 
most high risk and expensive for many reasons.  Firstly if your 
team isn’t focused on quality control, you can find you have 
a high error rate, risk of fraud and therefore risk of fines and 
complaints from employees.  

If two or more of these areas are substandard, you can 
have any combination of these problems in your payroll that 
typically puts the business at financial and compliance risk.

People

Without the right people in your payroll team, it is impossible to 
turn your businesses payroll expense into an operational asset.  
Good payroll people are hard to find, expect and deserve high 
wages and are generally not looking for new jobs.  The reason 
is that employers typically recognise when they have found a 
great payroll professional and much effort is made to retain 
that person.

The best payroll professionals are qualified, preferably 
with a Certificate IV in Payroll Administration or Diploma 
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of Payroll Management, have a great attention to detail, see 
customer service as a critical part of doing their job well, 
accept accountability, understand well the need for discretion, 
are process driven and are always thinking about continuous 
improvement.

Payroll professionals need to be qualified to do their job and 
need continual investment in payroll training because payroll 
legislation, thresholds and rates change every year.  I regularly 
see payroll people using information and legislation that is five 
years old or more, and this puts their employers at governance 
and compliance risk. 

Most payroll mistakes are made because the payroll team 
genuinely don’t have the knowledge or training that they 
require to do their job.  We expect that an accountant will have 
an accounting qualification or that an HR practitioner has a 
competency based HR qualification, however for some reason 
this isn’t necessarily expected for payroll professionals who can 
arguably cause more damage than others if they don’t do their 
job correctly. There are many examples, both in Australia and 
internationally that show the ongoing effects a poor payroll 
operation can have. 

Although payroll legislation and rates change every year, it is 
often a function that is overlooked when it comes to continuous 
improvement.  This means that organisations are often doing 
exactly the same things they did a decade ago.

Some years ago I did some work with Australian Hearing on 
their payroll practices.  The first thing they noticed after the 
work was completed, was the elimination of payroll mistakes 
and therefore the time required traditionally by the payroll 
team to fix them.  

Every aspect of the payroll operation was closely inspected 
including looking at the way Australian Hearing’s payroll 
function was delivered, understanding their technology, 
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automated and manual processes, investigating payroll staffing 
and productivity levels and ensuring rigour in the payroll 
process.

The changes that Australian Hearing made following the 
review are responsible not only for a significant reduction in 
payroll costs, but also for delivering meaningful management 
information to the HR team and wider organisation.

Australian Hearing now has seamless management of 
staff salaries and wages at 115 locations, from the entry of 
attendance data to payslip production.  All with minimal 
manual intervention and minimum risk.

Carel Bothma, then Executive Manager of Human 
Resources told me that the payroll review reduced Australian 
Hearing’s payroll delivery costs by 55% while reducing risk and 
errors as well as increasing management information available 
to the business.

The annual savings are now dedicated to providing hearing 
tests and devices to those who need them.

But it’s not enough just to look at your processes.  We find 
that even the best payroll teams can have errors in a payroll 
setup or process that cause overpayments. You’ll always be 
notified of underpayments, but employees will assume that any 
suspected overpayment is correct and therefore won’t bring 
it to payroll’s attention.  We’ll look at this in more detail in 
chapter six.

All too often organsations assume that payroll is a function 
that just repeats itself each week, fortnight or month, always 
delivered the same way as the last payroll and the one before that.  
But in reality, there are many changes that happen in payroll 
every pay period and every year, many minor but together they 
can make a material difference to an organisation’s finances.

If you don’t keep up to date with these changes and reflect 
them in your payroll processing, you may be needlessly spending 
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money on administration that would be much better served on 
the problems that your organisation solves.

The most valuable and sought after skill for payroll 
professionals now and in the future is a solid sense of customer 
service.

The best payroll people are able to engage all stakeholders 
right up to the C-Suite, and understand how payroll fits in 
the business at an operational level as well as on the profit 
and loss statement.  They understand how their payroll data 
interacts with the general ledger, can liaise with management 
about payroll accounting and have excellent communication 
skills with staff.  

Payroll is often very confusing for employees who do not 
have specific payroll knowledge, and to have a payroll team that 
can break down difficult concepts and explain them simply is 
a fantastic skill to have.  

Some payroll professionals are very competent at a technical 
level, but without the ability to communicate knowledge is 
unable to be shared widely in the business.

You might have a People problem if:
•	 Your staff turnover in payroll is higher than 15% per 

annum;
•	 You have had no turnover in payroll for longer than ten 

years;
•	 Your payroll team members haven’t completed formal 

payroll training or updates for three or more years;
•	 Your payroll team work more than nine hour days;
•	 Payroll staff are logging into systems after hours;
•	 Your payroll team don’t seek opinions on payroll 

legislation or answers to their technical payroll questions 
from specialist external sources;

•	 Employees or line managers complain about having to 
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deal with the payroll department.

Technology

When I first started working in the payroll industry, the most 
technologically advanced employers were using bundy clocks 
and cards.  These were being ‘extended’ in the pay office and 
keyed into payroll systems.

These days technology is being developed at a rate unlike 
that seen before.  There is now payroll technology that uses 
wireless internet services and geofencing, as well as technology 
being delivered to employees and managers on handheld 
devices and smart phones.

You might have a Technology problem if:
•	 It is difficult to make changes in your system;
•	 You can’t get meaningful reports from your system;
•	 Your payroll team regularly use a calculator during the 

payroll process;
•	 You have outstanding questions for payroll system 

helpdesk for more than two working days;
•	 Your reports or processing take more than 30 minutes 

to run;
•	 You are rekeying data into multiple systems;
•	 You team are locked out of the payroll at certain steps 

in the process.

Processes

Contrary to popular opinion relating to just ‘doing the pays’, 
a payroll process should be designed carefully and consider 
risk, efficiency and governance when doing so.  We will discuss 
all of these in later chapters of the book, but suffice to say, 
if your processes aren’t carefully planned and structured, the 
best people and technology won’t provide you with the payroll 
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outcomes you are looking for.
All these things have an effect on compliance and efficiency 

in your payroll operation.  The rest of this book is dedicated 
to assisting you to understand how to best maximise all three 
areas of payroll and turn a business cost into an operational 
asset.

You might have a Process problem if:
•	 Data is being handled more than once;
•	 Many spreadsheets are used throughout the payroll 

process;
•	 There are piles of paper in your pay office;
•	 One person can complete a payroll from end to end 

with no need for sign off or checking;
•	 You don’t have payroll checklists or they are out of date;
•	 You don’t have a payroll procedures manual or it is out 

of date;
•	 Your payroll benchmarks are less than the average for 

your size and industry.


