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Robust Technologies and Intuitive 
Interfaces Drive Employee Engagement
Daryl Ashley

Benefits administration has become
more complicated, the inevitable
result of granting more benefit plan
choices to employees over the years.

And in turn, the need to deal with this
increased complexity has been a factor behind
the inexorable growth in the outsourcing of
benefits administration.

Outsourced benefits administration is part
of the growing Human Resource Outsourcing
(HRO) trend that is gaining favor with corpo-
rations worldwide. Industry analysts report
that in the United States alone, HRO was a
$24 billion industry last year, one that is
expected to rise to about $42 billion annually
by 2008. By 2007, most Global 2000 firms
will be outsourcing at least 33 percent of their
HR administrative tasks. 

Why has HR outsourcing become common-
place for many organizations? With intense cor-
porate pressures for HR to be more cost efficient
and productive, outsourcing provides a reliable
means for HR professionals to focus on more
strategic business initiatives that meet longer-
term corporate goals and objectives, while out-
sourcing highly administrative routine tasks.

The Outsourcing Surge
One of the most significant HR organiza-

tional challenges today is reducing the time
spent on administrative tasks, according to 40
percent of HR executives and managers within
large US enterprises who were surveyed last
year by Gantry Group LLC, a Concord,
Massachusetts-based research group. Another
17 percent of HR administrators surveyed said
that reducing the cost of HR service delivery
was their biggest challenge. The average num-
ber of health and welfare plans managed by
the respondents for their organizations—each
of which has at least 5,000 employees—was
21, underscoring the administrative challenge.

Along with the inherent resource demands,
HR administrators cite several other factors
for their increased willingness to outsource the
benefits enrollment function or even their
entire benefits administration system to capable

providers. External pressures on general over-
head have increased, especially rising health
and welfare insurance costs—creating the need
to reduce costs in other areas such as benefits
administration. HR executives have found that
it does not make sense for them to retain and
develop in-house capabilities to deliver HR
services that are non-strategic and repeatable
and that outsourcers can provide those services
more consistently and efficiently than their
organizations. The outsource service providers
perfect these commodity-type processes across
many business sizes and types, developing
expertise and efficiency that no single client
could match.

At the same time, shedding non-strategic
duties frees up HR-department resources to
focus on truly strategic activities. HR execu-
tives want to focus their organizations on their
company’s top business challenges, many of
which revolve around HR issues such as
attracting and keeping talent in a labor market
that is steadily recovering from its lows of a
few years ago. Retaining, developing, and
rewarding top talent is the challenge to which
50 percent of HR administrators would most
like to redirect their time, according to the
Gantry Group survey.

Another factor contributing to the surge in
outsourcing HR functions is that corporate
HR administrators generally have become
more comfortable with the idea of outsourcing
as they have realized initial successes from the
outsourcing of selected HR services, such as
payroll. In fact, many HR executives remain
comfortable with an incrementalist approach,
choosing to outsource only selected functions
rather than their entire HR organization.

Just lately, two more drivers have helped 
to propel the trend toward outsourcing. The first
is that providers are migrating more and more
into higher-value-added workforce management
functions, adding to the attraction for corpora-
tions that already are adopting an outsourced
model. Much of the value in HR outsourcing has
to date been derived from the cost reduction of
highly administrative transactional HR functions
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such as payroll, benefits administra-
tion, retirement savings plans, etc. 
The market has evolved to now
include other HR functions that are
focused on improving the productivity
of the workforce: recruiting, learning
management, performance manage-
ment, compensation planning, and
succession planning. 

The second impetus is being pro-
vided by middle market companies,
those in the 2,500 to 25,000
employee range. As the providers
focus expands from mere cost reduc-
tion to improving workforce per-
formance, more companies that are
not part of the Global 2000 will
consider outsourcing. Even more so
than giant multinationals, mid-sized
companies and their HR executives
must focus on creating an advantage
in workforce productivity for use as
a competitive weapon—not allow
themselves to be distracted by the
need to attend to back-office issues
and administration-heavy HR func-
tions such as benefits and retirement
savings. Realizing the marketplace
opportunity, more vendors are 
moving to provide mid-market com-
panies with the workforce-manage-
ment offerings that they need instead
of offering them inappropriate 
systems that have been scaled for
much larger companies.

Technology 
Becomes Central

Web-based benefits administra-
tion systems are a driving force in
changing employer-employee interac-
tion. Over the past decade, HR
automation has become a necessity
for more and more companies. HR-
automation investment grew to a
nearly $2 billion in 2003, according
to IDC Research.

Nearly three-quarters, or 73 per-
cent, of HR executives surveyed by
Gantry Group believe that automa-
tion is a key factor in decreasing 
HR administrative tasks and costs.
Among the other prevailing HR
organizational challenges that are
addressed by an IT-powered 

outsourcer, 50 percent of respon-
dents cited the ability that it gives
them to use technology as part of a
larger strategy for HR-service deliv-
ery. And 47 percent cite automated
solutions’ role in decreasing the
number of errors and improving the
accuracy of information.

Access to an outsourced service
provider’s technology is an important
factor in many organizations’ deci-
sions to outsource benefits adminis-
tration. The advantage of outsourcing
is that it eliminates the large upfront
investment of time and money that
comes with the purchase and installa-
tion of premise-based software. 

Integrated services are automating
all aspects of benefits administra-
tion, including enrollment and eligi-
bility, service centers, employee com-
munications, vendor management,
premium billing, and administration
of highly regulated health care func-
tions such as COBRA and HIPAA.
Years ago, integration between the
outsourced services and in-house
systems was a significant challenge.
Many organizations just used the
HR module from their ERP system,
which while it may not have met
functional requirements, at least
integration was not an issue. As
technology standards have evolved
(Java, XML, Web services, etc.),
integration between outsourced 
services and in-house systems is no
longer a high hurdle. 

Reducing 
Administrative Duties

Consider the list of “pain points”
in the use of manual benefits-enroll-
ment processes that are cited by the
Gantry Group. The major downfalls
of this traditional approach include
the fact that benefits-enrollment
costs per employee are high due to
the HR staff needed to process
paper-based enrollment documents.
The process requires a significant
investment of time by the employee
and by HR staff at various stages 
of manual enrollment. Errors by
employees in filling out forms and

by HR staffers in inputting informa-
tion into the system often compro-
mise the accuracy of this crucial
data. These plan-enrollment errors
then are propagated through to
insurers, who must devote their own
resources to detecting, investigating,
and solving the errors in yet another
wasteful cycle in the overall process.
Not surprisingly, employee satisfac-
tion is compromised as a result.

However, automated benefits-
enrollment solutions correct these
problems for both employees and
HR staffers. Intuitive and user-
friendly Web-based forms replace
multiple, difficult-to-use paper
forms. With little or no training
required, employees can access infor-
mation about relevant plans and
benefits, fill out their personal infor-
mation, and make benefits selections
privately and painlessly, online.
Employees can enter their address
once, and all related systems will
have this information. If the employee
moves, they can go to one central
point to change their address and the
changes will be made everywhere.
Safeguards and controls that typically
are provided by the templates within
the automated system help prevent
errors by making sure a particular
employee is only presented with ben-
efits plans for which he or she is eli-
gible, while the system flags typos or
other errors in real time—so that the
employee can correct them before
submitting the forms to HR and
compounding the problem.

The elimination of handwriting on
paper forms increases the accuracy 
of the data and saves the HR depart-
ment time and money at every step
along the way. The software prevents
employees from making cognitive
mistakes, which eliminates the expen-
sive and often frustrating iterative
reprocessing of enrollments.
Employees not only connect seam-
lessly with their company’s HR staff,
but the company’s HR apparatus also
communicates electronically with
insurers and carriers that administer
the plans to which the company 

Technology

EBPR 0605.qxd  5/20/05  11:25 AM  Page 19



20 June 2005 Employee Benefit Plan Review

subscribes, ensuring that these impor-
tant partners also receive the employ-
ee’s information and requests in a
timely and accurate way.

HR staffers save time and cut
costs because they can minimize
their involvement in the process of
determining employee eligibility,
explaining the plan structure and
features, administering enrollment,
and processing the data through to
the insurer. Often, HR departments
can reclaim more than half of the
time that they previously devoted to
those tasks. 

The advantages of an automated
system range from eliminating the
mundane bureaucratic work for HR
to avoiding denied coverage situa-
tions for an employee’s dependent at
a doctor’s office. Employees are free
to work on productive tasks instead
of the time-consuming benefits
bureaucracy, while HR managers and
their staffs are freed up to refocus
their efforts on strategic priorities.

In addition to streamlining the jobs
of HR administrators and making
them more effective, enablement 
by IT-powered, Web-accessed out-
sourcers helps employees develop
more confidence in their own under-
standing and control of their benefits
and other HR-related issues.
Employees can access corporate-wide
systems to fill out electronic forms
with ease, eliminating the old system’s
dependence on paper. Employees can
gain a sense of greater control over
their benefits in an increasingly “self-
service” environment that is available
to them on a 24/7 basis without the
necessity for human intervention. And
as automated systems prove them-
selves and, indeed, continue to
improve, employees develop greater
assurance that the information they
are being provided is accurate and
consistent, raising the overall level of
their satisfaction with benefits enroll-
ment and administration.

Adoption Is Critical
Just as important as having an ele-

gant yet simple automated solution is

making employees aware that the
online system exists and convincing
them that it is there to help them. The
old movie line, “if you build it, they
will come,” does not apply for HR
systems. The HR organization has to
think of employees more as con-
sumers of the services, in a manner
similar to the way that marketing and
sales departments view customers. 

Obviously, widespread adoption
of an automated solution is a crucial
consideration for companies as
well—maybe more so than is imme-
diately obvious. Usage of the online
system by employees is the primary
driver of return on investment for
the benefits administration system. If
employees do not learn to intrinsi-
cally trust and unfailingly utilize the
automated system—and instead or,
worse, use traditional written com-
munications or make phone calls to
HR staffers—then the company has
created an even worse “solution”
than the original problem. Thus a
basic change in corporate culture
regarding HR processes is crucial.

Perhaps HR executives can use the
banking industry as a model. In the
1980s and 1990s, American banks
used Automated Teller Machines—
and their reliability and simplicity—
to completely transform how con-
sumers use a variety of banking serv-
ices. The resulting cost savings and
efficiencies have transformed banks’
cost structure and created a huge
reservoir of customer satisfaction.
Bank customers grew to appreciate
the ATM’s convenience and now
look for banks with conveniences
such as drive-through ATMs. 

Accelerating Adoption
Rapid acceptance and adoption by

a workforce can only happen when a
solution is clear and intuitive enough
to be embraced by employees across
the enterprise. The system must
address all employee groups: salary
and hourly; different divisions; inter-
national; Internet power users and
beginners; and different languages. 

First, the systems must provide an

intuitive interface that is easy for
employees to learn initially and to
navigate continually, with minimal
training and little or no need for
assistance or intervention by HR
staffers. Web users by now are basi-
cally familiar with standard inter-
faces, so they are comfortable with 
a typical browser-based system that
delivers information using standard
Web practices. The required data
input must be minimized, concise
and easy to understand, and the sys-
tem must ensure that the informa-
tion entered by the employee logically
fits within their personal situation as
well as the plan selections. The easier
it is for them to master the system,
the less chance that users will
become frustrated with it and con-
tact the HR staff or call center.

Effective Web-based solutions 
also must offer a personalized view,
beginning with information requests
that are customized to the employee’s
own demographic attributes and rel-
evant employment history. The auto-
mated solution also must provide
employees with education and advice
that allow them to compare compet-
ing plans easily and to obtain
answers specific to their own circum-
stances—or employees quickly will
disengage and use more costly com-
munication channels such as calling
the HR department or call center. 

After an employee has finished 
a transaction (i.e., adding a new
dependent), the worst thing that can
happen is that the “handshake”
between the provider and an insurer
is broken due to poor technical inte-
gration, resulting in dropped files,
lost data and—in the worst but all
too frequent case—an incorrectly
denied claim for the insured. Such
episodes can shake employee confi-
dence and lead them to conclude
that the automated solution may 
be more trouble than it is worth.

Communicating 
to Employees

A benefits solution does little good
for a company if employees do not
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appreciate it. And they will not access
and get accustomed to an automated
solution unless its availability and
benefits are communicated clearly
and convincingly. An effective com-
munications plan can make the differ-
ence between a successful implemen-
tation and one that fails to meet
expectations. And for employees,
proper communication of “what’s in
it for me” in an automated solution
involves them in the benefits of the
system and promotes usage.

Generally speaking, HR managers
should introduce the concept of an
automated HR solution about two
to three months before enrollment
starts. They should make sure to
repeat the message in various ways
and media so that employees begin
to absorb and understand its impact
—posters, mailings, meetings,
Webinars, the intranet, etc. The
company must launch a detailed
education program outlining reasons
for, and expected rewards from,
using the system. 

The communications program
must address the needs of different

types of employees and how they
might use and access the enrollment
system. For knowledge workers who
are at and around PC terminals most
of the day, for example, being able
to take a few minutes out to conduct
a personal benefits transaction is not
much of a reach. For workers on a
factory floor, however, the opportu-
nities to access the Web are likely
much more limited, requiring kiosks
and other after-hours access chan-
nels. Communications programs
must make clear that such differ-
ences have been taken into account
and addressed effectively.

An Important Choice
Success in each of these arenas 

is made vastly easier for HR depart-
ments if their companies have select-
ed a vendor that understands how 
to help them accomplish their objec-
tives. It is vital to choose a company
that knows a client’s market and
competition, understands the impor-
tance of the corporate culture, has
successfully worked with organiza-
tions of the same size and has

demonstrated substantial HR-
domain expertise. Just as important,
the vendor must have demonstrated
the ability to work with the client in
rolling out an employee awareness
and communications program—
as well as managing and tracking
implementation of the program to
ensure positive ROI for the company.

In an increasingly competitive HR
environment, automated solutions
have become table stakes for success,
not a luxury. The right provider can
help clients slash costs, redeploy
valuable human assets in pursuit of
strategic goals, and make employers
happier with their benefits adminis-
tration even at a time of overall
restraint in their levels of compensa-
tion. No priority could be more
important for HR administrators. ❂

Daryl Ashley is vice president
at Workscape. Mr. Ashley is responsible

for overseeing the company’s product
and services strategy and solution 

development for clients. 
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