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OUTSOURCING GLOBAL PAYROLL:
THE IMPACT ON DATA SECURITY & COMPLIANCE

RESEARCH NOTE

Payroll is a mission-critical activity. Personal fulfillment and 
career advancement are important, but for most people the 
main reason they go to work is for a paycheck. Get it wrong, 
and the ramifications can be swift and bruising. Nearly half 
(49 percent) of the workforce is willing to tolerate just two 
problems with their paycheck before beginning a new job 
search, according to The Workforce Institute at UKG. This is 
probably because 69 percent of individuals would experience 
financial difficulty if their paychecks were delayed for a week, 
according to results from a 2020 survey conducted by the 
American Payroll Association. It’s a phenomenon other data 
corroborate. Nearly four-fifths (78 percent) of the workforce 
lives paycheck-to-paycheck to make ends meet, according to 
CareerBuilder, whose findings show these struggles are apt 
to affect employees who earn more than $100,000 annually, 
not just entry-level or low-wage workers.

What You Need to Know
Consider the pent-up employee sentiment waiting to be 
validated or triggered against the backdrop of the massive 
complexity global organizations face in processing payroll in 
a timely manner, accurately, compliantly, and securely every 
pay period. Payroll teams, HR and finance face a daunting 
task managing highly sensitive employee data as efficiently 
as possible to deliver timely and accurate payroll. Because 
technological infrastructure is critical to paying employees, 
the organization’s CIO is also an important stakeholder 
who shares responsibility for ensuring that global payroll 
processes successfully every time. 

How an Organization Evolves into Needing a Global Payroll 
Solution

The road to global payroll is long and winding and often 
unpredictable. Put differently, a solution for global payroll 
is not something employers typically implement before it’s 
needed. This type of action is not even something they really 
can do. Unlike a software vendor’s modules for human capital 
management, for example, global payroll isn’t a pure-play 
off-the-shelf functionality any given employer is apt to pay for 
up front, but leave shut off until the time is right. Never mind 
that an outsourced solution for global payroll constitutes far 
more than software. Whereas the need for a level of capability 
around performance management or any other conventional 

AT A GLANCE

What You Need to Know
Global payroll presents massive 
complexity. Any multinational 
organization’s CIO is a critical stakeholder 
sharing in the responsibility to ensure 
that global payroll runs smoothly and 
successfully.

The Situation

Plenty can go wrong with payroll or affect 
the employer’s ability to process pay. 
Factors that exacerbate payroll challenges, 
especially in global organizations, may be:

•  Inaccuracies, untimeliness

• Breakdown in technological 
infrastructure

• Mergers, acquisitions, swift organic 
growth

• Data breaches, lack of data visibility

• Lagging digital transformation

The Solution

The solution is to outsource global payroll:

• Bolster data privacy and security

• Help ensure compliance with complex 
collection of regulatory environments

• Protect employee experience and 
sentiment and employer brand

• Remove major bottlenecks in digital 
transformation projects enterprise-wide
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The road to global payroll 
is long and winding and 
often unpredictable. Put 
differently, a solution 
for global payroll is not 
something employers 
typically implement before 
it’s needed. This type of 
action is not even something 
they really can do.

silo of HCM proper or its subsets always exists, this is not so with global payroll. 
It is one of those needs that does not exist right up to the point when it 
undeniably does.

It is at this point that the vast majority of organizations will contend with their 
need to process payroll on a global scale however they can. Every pay period—
weekly, every two weeks, or, for some, monthly—many continue on, for far too 
long, rolling the rock of a heavy manual payroll management process up the 
same hill again and again. With heavily manual workflow for global payroll, 
employers waste unnecessary labor expenditure on exceptionally tedious tasks. 
Compounding matters, these organizations also run a high risk of missing 
the deadline for payroll and paying staff inaccurately, all leading to yet more 
labor expenditure to rectify the situation and remain compliant with myriad 
regulatory environments.

Why Global Payroll Matters

Having the right global payroll provider in place yields significant benefits 
to IT departments. For one, a simplification of IT architecture and licensing 
brings with it automatic updates, fewer systems and interfaces to maintain, no 
exposure to usage audits, and a reduction in the expertise you need on staff to 
understand the complexities around global payroll data compliance. This is all 
the stuff of major productivity gains that will free your staff immediately to focus 
on projects far more strategic to IT. Add to this a unified security environment, 
well-trained support resources, a vendor delivering high-caliber service levels, 
and lower transaction costs and total cost of ownership. Those are significant 
gains and good reasons for an organization to strongly consider outsourcing 
global payroll.

The Situation: What Happens When Global Payroll 
Goes Wrong
Unfortunately, the decision to solve for global payroll can often be reactive. 
The following, Table 1, presents and details several potential scenarios within 
the CIO’s purview indicating that an organization has waited long enough to 
outsource global payroll.

Global Payroll Itself Barely Happens

As Table 1 shows, global payroll itself struggles to happen every pay period 
when the technological infrastructure is cobbled together. The anxiety and 
stress that it may not process in time constantly looms over the organization. 
Some combination of all these issues repeats over the course of every pay 
period, straining IT, HR, finance and payroll teams significantly. Everything 
about the data ecosystem is reactive and overly complicated, resulting in 
struggles and challenges with bank feeds and related foreign exchange data 
requirements, posting formats and consolidation, and planning and budgeting 
(e.g., spreadsheet preparation, etc.). Direct deposit for employees can be 
inconsistent. Security infrastructure or process control may be compromised. 
Regulatory filings can often be manual and, therefore, error-prone, and so are 
tax payments—all leading to potential penalties and bad employee experiences.

RESEARCH NOTE
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Stumbling Blocks of Global Payroll Details

Mistakes Keep Happening

With global payroll, a kaleidoscope of variables is 
at play every pay period. Plenty can go wrong and 
cause a mistake that can have serious conse-
quences for an organizations and its employees. 

•	 Somebody in a remote country halfway across the world may get 
paid incorrectly or not at all

•	 Worse, it could be several in a country, region, or locale where your 
technological infrastructure for payroll is thin or entirely manual

•	 Your organization transfers money into a payroll-dedicated account 
at the outset of every pay period. Overpayments overdraw the ac-
count and result in overdraft or cross-border fees

•	 To insulate itself against value fluctuations in local currencies, trea-
sury buys hedges on them in countries where payroll is processed. 
The system then draws money from the wrong sources

•	 Tax payments to sovereign authorities could be in error, overdue, or 
missed, and the same goes for filings to regulatory authorities 

A Fundamental Break in the Process Happens

There may be priorities other than payroll similar-
ly stressing the global footprint. Arguably, howev-
er, payroll is the single most important recurring 
exercise an employer must undertake. And, with 
global payroll, the CIO must oversee a vast array 
of hardware, software, workflow, and protocols. 
Breakdowns in the process happen. These can at 
once precipitate and exacerbate the aforemen-
tioned errors.

•	 An overseas process or server situated in India governing the payroll 
function fails and prolongs the severity of a payroll mistake. You wait 
half a day for the location’s IT team to solve the problem without the 
help of an outsourced global payroll provider sharing in the respon-
sibility to process payroll on time 

•	 Perhaps the security of the data during the outage gets thrown into 
question, and a potential issue with employees worried over their 
personal identifying and banking information begins to brew

•	 Improper filings on short tax payments cause complaints leading 
back to your desk. Alternatively, data required for posting and con-
solidation falls into error or is missing, leading to executive ire

•	 Data slow to get to places where leadership can see it delays finan-
cial reporting and leads global employers into blind decisions

•	 Similarly, incomplete or erroneous planning data leads to bad 
planning assumptions and bad budgets and projections, resulting—
again—in poor business decisions

An Acquisition Happened

This is one of the most abrupt, deepest disrup-
tions to affect the CIO in every sense, and it can 
precipitate systemic challenges as the organi-
zation suddenly finds itself processing payroll 
globally. A considerable challenge looms for the 
organization that finds itself suddenly global 
through acquisition.

•	 Each firm processes payroll on a different schedule, or each has a 
different vendor’s payroll solution deployed

•	 Delays and expenses incurred mount as the organizations on-
boards the acquired payroll solution

•	 Difficulties in posting and consolidation surface. The combining of 
financial management information slows.

•	 Other pressing considerations include feeds for the additional 
banks and bank accounts, which can deplete IT resources

Table 1

RESEARCH NOTE
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Stumbling Blocks of Global Payroll Details

An Expansion Is Happening

Whereas some organizations become global sud-
denly, others do so gradually. Theirs is an organic 
journey to inhabit multiple countries. And global 
payroll becomes exceedingly complex over a long 
period of time. Eventually, the organization finds 
itself in a practically unmanageable place when 
it comes to processing payroll globally. Because 
the circumstances came to be so slowly, however, 
the urgency may not be there to streamline an 
inefficient process.

•	 Implementation of local payroll is time-consuming and expensive. 
New payroll locations require infrastructure support and new help 
desk expertise that are a challenge to provide

•	 Those on the organization’s outskirts contend with laborious, 
tedious manual processes to ensure proper tax withholdings and 
regulatory compliance

•	 Setting up new banking relationships requires new data standards 
for bank transaction, putting stress on central IT infrastructure

•	 Meanwhile, manual handling of payroll data in various locations of 
the global footprint greatly increases the risk that the information 
lags getting into the system—or fails to do so altogether, not to 
mention the data security risks

A Data Breach Happens

As far as employees are concerned, their data 
belongs to them. Meanwhile, a highly manual 
workflow greatly magnifies the likelihood that 
a data breach will occur, and if anything will be 
targeted, it’s the payroll database. When it’s mis-
handled or gets pilfered, employees will lose trust 
in the organization, whose employer brand will 
suffer severe damage.

•	 Spreadsheet-based housing of payroll information greatly increases 
the risk of the data’s exposure to eyes that shouldn’t see it

•	 Payroll data residing in a spreadsheet that isn’t a part of a payroll 
technology’s built-in functionality succumbs to thieves. Overseas 
payroll data consolidated in central spreadsheets does likewise

•	 Remote servers and processes and data stores not within corporate 
standards and oversight fall prey to vulnerabilities

•	 Conversely, central standards and practices fail to facilitate compli-
ance with local privacy laws

Data Visibility Can’t Happen

The biggest culprit behind blind decision-making 
is a lack of data visibility, and nothing compounds 
organizations’ inability to produce a single view of 
the truth, the data, more than a sprawling work-
flow and disorderly technological installation for 
processing global payroll. The concept of lagging 
data visibility indeed connotes after-the-fact anal-
ysis. What’s further exacerbating with lack of data 
visibility, however, is that it impedes the entire 
payroll process. 

•	 General ledger and cash postings can be delayed, in error, or incom-
plete. Treasurer wants to know the organization’s cash position first 
thing each day, but can’t

•	 Consolidated reporting processes can’t be automated due to new 
file formats and other data challenges. Manual entry can’t capture 
all the detail and often introduces errors and delays

•	 Language barriers throw obstacles, and regional-specific data for-
mats inconsistent with the norm can lead to misleading and errone-
ous assumptions based on incorrect or missing information

Digital Transformation Already Happened  
Everywhere Else at the Organization

Payroll can be the proverbial “fly in the ointment” 
gumming up the works of an enterprise-wide 
digital transformation project. With so much 
companywide organizational data tied up in 
payroll, an old or inefficient system can impede 
leadership’s efforts to realize benefits otherwise.

•	 Managers used to seeing detailed information from other systems 
encounter significant barriers when trying to view payroll data

•	 Data from multiple formats and languages is inconsistent 

•	 The single-stack efficiencies and economies of scale belonging to 
systems that have already been digitally transformed can’t be dupli-
cated in complex, sprawling payroll infrastructures

•	 Without process awareness, and with payroll data in disarray, plans 
for digital transformation are delayed and increase in cost

•	 Effort and expense to tie in one-off country payrolls is effort and 
expense wasted when companies are headed toward needing a 
global payroll solution

RESEARCH NOTE

Table 1



www.3sixtyinsights.com 5

RESEARCH NOTE

The Solution: How to Move Forward
As discussed, when an organization adapts to global payroll reactively, 
it engages in tactical responses to support an increasingly complex 
environment. These necessarily occur as iterative reactions to the practical 
and regulatory requirements of a growing international organization. All these 
pitfalls become ever-greater risks as countries and supporting one-off systems 
are added. Eventually, increases in cumulative expense, impact, and delay 
makes it necessary for the organization to take stock of its circumstances and 
consider more strategic approaches.

The Road to Well-Sorted Global Payroll and its Benefits

Global payroll strategy can be built around many objectives. Common today 
is to place a focus on employees and their experience—for many important 
reasons (3Sixty Insights BWSRP2154 – COVID-19, WFH, and the Long View: 
Can HCM Protect the Human Experience?, May 2021). Traditionally, businesses 
also prioritize their organizational agility to expand and direct their focus to 
exploit new opportunities, while ensuring efficient, effective, and compliant 
operations to lower costs and improve financial performance. Regardless of 
the motivation, achieving a productive and effective global payroll converts 
the effort of preparation and execution into both concrete and abstract 
business value—i.e., benefits to the organization’s financially quantifiable 
success and to its employer culture (3Sixty Insights BWSRN2142 – Concrete vs. 
Abstract HCM: The Power of “And,” April 2021).

First Steps

As with any major IT undertaking, strong focus needs to be maintained across 
people, process, and technology. But before businesses can master these 
three dimensions, the highly regulated nature of national payroll systems 
requires a study of the underlying data. Organizations should ask themselves:

• To achieve a successful global payroll, do we have all the data that is 
required?

• Where is that data located?

•  Is the data accurate and consistent?

•  Is the data properly secured?

•  How will we resolve any shortcomings in these areas?

This data will need preparation. The payoff is that, answering these questions 
leads directly to the attributes of a solid global payroll system and architecture, 
an assurance that all required and desired employee and payroll data is 
available for the employer to do business and remain compliant throughout 
the world. These are the organizations that know where their data resides, 
and that it is accurate and consistent across their entire worldwide business 
landscape.

But most important of all, businesses and their management have the peace 
of mind knowing that highly sensitive employee and payroll data is reliably 
secured, and all related access is consistently monitored and controlled. Only 
the right people have the data they need. Payroll is assured to be on time, 
every time, and consistently accurate and compliant.

Three strategic objectives 
drive the decision to 
outsource global payroll:
• Protect the employee 

experience

• Support business agility

• Help ensure efficient, 
effective, compliant 
operations

https://press.careerbuilder.com/2017-08-24-Living-Paycheck-to-Paycheck-is-a-Way-of-Life-for-Majority-of-U-S-Workers-According-to-New-CareerBuilder-Survey
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Employee Experience: Underpinning the Work Experience with Trust

Global payroll is ultimately about people and retaining their trust with the 
most important aspect of their employment. It’s obvious when payroll errors 
and delays negatively impact employees, and it’s relatively easy to anticipate 
the fallout, even if it remains difficult to fully quantify. We know when there 
are problems because employees are never silent where their livelihoods and 
ability to support their families are concerned. But what are the advantages of 
a positive employee payroll experience? For one, employees are hired and paid 
for the productive benefit of their employer. And flexible business goals benefit 
from flexible employment and flexibility in pay. Developing and nurturing 
the people responsible for delivering accurate and timely payroll is a delicate 
balancing act between running lean and running deep. Acquiring a global 
payroll service provider not only ensures competitive cost structures, but it also 
frees internal resources for the highest-value tasks of ensuring that employees’ 
pay experience is perfect every time.

Compliance: Doing Things Right in Order to Do the Right Thing

Complex, layered, and even contradictory regulatory regimes can exist in any 
single jurisdiction, let alone across national borders. For example, complying 
with federal, state, county (or parish in Louisiana), and municipal reporting and 
taxation requirements in the United States is anything but straightforward 
and simple. Which states reach across to collect taxes from out-of-state 
employment? Where are the almost 5,000 municipal and school department 
taxing jurisdictions across 17 states at any given point in time?

Multiply this complexity by the number of countries in need of global payroll 
support. Organizations can quickly find themselves struggling to develop 
and perpetuate a strong process that is able to maintain constant situational 
awareness vis-à-vis global payroll and respond in a timely manner to continual 
regulatory shifts worldwide. These are the formidable challenges a global 
organization faces in its efforts to develop an iron-clad, compliant payroll 
process in all jurisdictions of the workforce’s geographic footprint—and delivers 
the very latest payroll-related information to managers so they might plan for 
the present and future.

The Proverbial Better Mousetrap

Keeping current with regulatory requirements while executing flawless global 
payroll on a monthly, weekly, and even daily basis is difficult enough. Doing 
so while also delivering technological advances to enable increasing payroll 
functionality and efficiency is a serious challenge for organizations whose IT 
and other resources are necessarily focused on their core business. Monitoring 
and managing costs at the same time as enhancing the employee payroll 
experience around the world is beyond all but the most sophisticated global 
companies, and even they are challenged to keep up year in and year out. 
Following are just some of many significant considerations:

• Decisions about suite vs. point vs. specialized or local solutions are 
characteristically made to balance economy against necessary or 
advantageous functionality. But regardless, no business prefers a more 
complex IT landscape when there are few legitimate business reasons to 
require it. In fact, IT architecture is always most effective, efficient, and secure 
when it is consistent across the globe.

Data for global payroll 
will need preparation. 
The payoff is that there 
are known questions to 
answer that lead to a solid, 
accessible, compliant 
system and architecture.
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• Successful IT managers identify and promote solutions which satisfy local 
business needs while enabling a unified infrastructure that is secure, efficient, 
and easiest to maintain. Global payroll is one of those rare opportunities 
to achieve increased local functionality while simplifying the technology 
landscape.

• Security is of paramount importance where payroll processes and data are 
concerned. This is an IT area that should receive primary focus in digital 
transformation initiatives, despite often lagging.

• Global employers must maintain state-of-the-art secure technology and 
expertise. But it’s rarely a core competency, whereas it is for cloud technology 
providers (whose business depends upon being world class).

What’s more, core ERP transformation projects are at risk when data is 
insufficiently rationalized, and system interfaces are not fully catalogued and 
accommodated. Fragmented single-country payroll systems present challenges 
in both these areas. Rather than left until last, unified payroll infrastructure 
should be considered essential to any core ERP transformation in order to 
minimize both cost and risk. The energy, time, and expense of building one-
off interfaces to accommodate a fragmented payroll architecture is otherwise 
necessary to repeat when payroll systems are finally consolidated.

Data Security: Keeping Eyes on the Prize

It bears repeating: Security is of paramount importance in payroll, and global 
payroll exacerbates the challenges associated with keeping employee payroll 

data safe and private—a profound 
responsibility for company executives. 
It is the security of this private and 
sensitive employee information that is 
of supreme and unrivaled importance 
to employees and their employers. 
Bringing order to global payroll’s 

technological infrastructure is an important step toward ensuring this security 
effectively and consistently. Done right, global payroll is even more secure than 
any local payroll can be made to be precisely because local payroll is always 
necessary to be consolidated into other downstream systems, and often uses 
one-off architecture that is a challenge for central IT operations to manage and 
properly secure.

As Table 2 shows (next page), securing payroll information requires attention to 
be paid across all the elements: Data, People, Processes, and Technology.

Multinational operations 
require that companies 
must:
• Anticipate, understand, 

and respond to all payroll 
taxation requirements and 
responsibilities

• Ensure that ongoing payroll 
processing complies with 
evolving regulations as well 
as employee expectations 
of timeliness and accuracy.

• Develop plans to open new 
international operations 
with IT readiness and 
“operation in a box” 
capabilities as a strategic 
weapon

• “Provide 
managemeninformation 
for all audits, oversight, and 
planning”

• Make the transition to 
global payroll guided 
by best-practices and 
supported by experts

Projects to transform core ERP are 
at risk when data is insufficiently 
rationalized, and system interfaces 
are not fully catalogued and 
accommodated
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Global Payroll: Areas of Attention What, When, Where, Why, or How?

Data

•	 Data needs to be encrypted with the highest standards. Bank data 
needs specific attention and should be further obscured, omitted, 
and encrypted wherever possible.

•	 Access control needs to be maintained and monitored at both the 
employee record as well as individual field level.

•	 External access to information should employ pseudonymization 
wherever possible to further ensure no personal identifiers are 
needlessly exposed.

•	 Data should be restricted from export to any uncontrolled environ-
ment—especially spreadsheets.

•	 Data retention regulations need to be respected to both ensure that 
necessary information remains available as long as required, and 
unnecessary or disallowed information be expunged properly.

People

•	 Access should be able to be managed both by individual as well as 
by role to ease administration and improve consistency and reliabili-
ty across the organization.

•	 Managers should be provided appropriate and appropriately ab-
stracted payroll information on a timely basis for oversight as well as 
planning activities.

•	 Executives need consolidated and consistent information across all 
areas of the company.

•	 Payroll administration should be both efficient as well as competent 
in all jurisdictions. Balance is necessary to achieve between central-
ized, general-knowledge staff, and deep local expertise.

Processes

•	 Data retention policies need to be automated and auditable.

•	 ISO, SOC, GDPR, and all other security certifications should be prior-
itized and maintained.

•	 Continuity, disaster recovery, and fail-over plans should be estab-
lished and followed.

•	 External validation of exposure, vulnerability, and penetration de-
fenses is important.

Technology

•	 Single sign-on and multi-factor authentication should be consistent 
across all geographies and organizational departments.

•	 Architectural segregation should isolate processes and data wher-
ever possible. Local payroll processing should involve the minimum 
local payroll data to run.

•	 Hardware and software firewalls should isolate LAN, WAN, and DMZ 
traffic, processes, and data.

•	 Communication should be accomplished with SSL and always 
encrypted. Email access should be further and more carefully con-
trolled and always encrypted.

•	 Providers with a core competence in security should be adopted 
wherever possible. Cloud providers are, in fact, most experienced at 
defending against bad actors.

Table 2
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Conclusion: Outsourcing Global Payroll
To the CIO and others entrusted with the responsibility of delivering on the implied promises of payroll, the 
benefits of outsourcing global payroll are many:

• Managing a single architecture and payroll approach around the world simplifies access points and 
strengthens security.

• Fewer connections and interfaces with core ERP systems reduces costs and risks associated with central 
transformation projects and improves consistency of information to all downstream oversight and 
planning systems.

• Service levels to the business improve and draw on fewer resources.

• Consistency of payroll data and technology simplifies connections to back-end systems:

• Accounting and costing systems for accurate, detailed journal posting

• Treasury and cash management for remittances, cash reporting, and forecasting

• Tax and compliance systems for accurate, timely, and compliant payments to all relevant taxing 
authorities

• Financial Planning & Analysis, budgeting, and compensation planning systems

• Access to intrinsically insecure data formats such as spreadsheets, email, and other desktop technologies 
decreases significantly, leaving fewer hands touching payroll data

Outsourced global payroll presents a rare opportunity for organizations to save costs and increase accuracy, 
timeliness, security, and utility of international payroll information. Identifying a provider who covers 
necessary geographies and languages and leverages automation to simplify and streamline global payroll 
processes is an important step towards realizing the benefits.

RESEARCH NOTE
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