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AT A GLANCE

2026’s Defining Payroll Shifts

@ Payroll Becomes a Strategic Lever: Organizations increasingly use payroll data to improve decision-
making, strengthen pay equity, and connect labor costs to business performance.

® compliance Complexity Drives System Integration: Fragmented payroll, HR, and time systems create
risk. Integrated platforms are becoming essential for accuracy, consistency, and regulatory readiness.

@ Multi-State & Hybrid Workforces Redefine Payroll Requirements: As businesses employ workers across
more states, payroll must support varying tax rules, wage laws, and compliance standards at scale.

@ Growing Expectations Around Accuracy & Control in the Age of Al: Automation and structured
workflows are reshaping employer expectations for error reduction, validation, and reliable payroll
governance, even when automation is not fully deployed.

@ Real-Time Pay Sets New Standards for the Employee Experience: On-demand and real-time payroll
options are redefining how workers expect to access earnings, influencing retention and financial stability.

Payroll’s New Role in 2026

In 2026, payroll will continue its transformation from a back-office process into a key driver of business
performance, compliance, and employee engagement. As organizations become more distributed and
data-driven, payroll's scope is expanding in three key ways:

It's becoming It's becoming
more employee-centric. more integrated.

It's becoming
more strategic.

Real-time pay, transparency Modern payroll connects
tools, and self-service seamlessly with HR,
portals have turned payroll benefits, and finance,

into a reflection of company providing a unified view of
culture. workforce health and cost.

Payroll data now fuels
forecasting, pay equity
analysis, and decision-
making at the leadership
[=V=TR

Gone are the days when payroll was purely administrative. Today, it's a lever that directly impacts
employee experience, financial performance, and brand reputation. A single payroll error can damage
trust, while a modern, reliable system builds it.

This report highlights the five payroll trends shaping the future of workforce management in 2026 and
explores how proactive leaders can leverage them to simplify operations, strengthen compliance,
and create better employee experiences.
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TREND 1

Payroll Data Drives Talent and
Cost Management Strategy

Payroll is no longer just a record of what happened;

it's a roadmap for what happens next.

In 2026, payroll data has emerged as one of the
most valuable sources of workforce intelligence.
Every pay cycle captures a real-time snapshot
of labor costs, workforce behavior, scheduling
patterns, absenteeism, overtime trends, benefit
utilization, and compliance exposure.

Organizations that tap into this information gain

a significant strategic advantage, allowing them
to forecast costs more accurately, strengthen pay
equity, improve retention, and make smarter
hiring decisions.

According to WorldatWork, companies using
integrated payroll analytics report 20% higher
accuracy in labor-cost forecasting, while
organizations that analyze payroll trends see faster
detection of compliance issues and compensation
inequities. In a competitive, cost-conscious labor
market, payroll analytics is transforming from a
back-office function into a front-line business
intelligence engine.

Payroll Data Evolves Into
Business Intelligence

Payroll systems generate some of the richest and
most complete workforce data in any organization.

COADVANTAGE"

When analyzed effectively, this data supports
strategic planning across HR, finance, and
operations. Leaders can use payroll analytics to:

 l|dentify overtime trends and staffing gaps
* Forecast labor spending with greater accuracy

e Benchmark compensation against job levels
or regions

e Uncover scheduling inefficiencies
* Monitor turnover and absenteeism patterns

* Track cost-of-living impacts across multi-
state teams

These insights help organizations not only
understand what is happening today but also
predict future needs and enable proactive
decision-making rather than reactive course
correction.

When payroll, HR, and finance data flow together,
organizations gain comprehensive visibility into
workforce dynamics, empowering leaders to make
evidence-based decisions with confidence.

Pay Equity & Transparency
Come Into Focus

Across the U.S,, pay transparency laws continue
to expand. More cities and states are requiring
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organizations to disclose pay ranges, justify
compensation decisions, and provide salary
information upon request. Payroll data is quickly
becoming the engine that powers compliance.

For employers, this means pay equity can no
longer be a once-a-year audit—it must be a
continuous, data-driven practice. Integrated
payroll analytics allows organizations to:

e Compare compensation across areas such as
gender, race, age, tenure, and geography

e Audit internal pay ranges for consistency

* ldentify compression or inversion issues

e Ensure raises and bonuses align with
performance outcomes

e Optimize salary structures across multi-state
markets

Using payroll data to support pay transparency
not only protects organizations from compliance
risk—it builds employee trust. Research from

Pew Research Center shows employees value
workplaces where compensation is understood,
predictable, and equitable.

Payroll Data Connects Cost,
Productivity & Performance

Payroll data is the connecting thread between
what employees earn and how the organization
performs. By combining payroll analytics with
performance metrics, leaders can understand the
ROI of workforce decisions more clearly.

Integrating payroll data with performance and
engagement systems helps organizations:

» Assess how compensation affects retention
e Link labor spending to business outcomes

¢ Identify high-performing teams or
departments

* Tie incentives to measurable results

* Improve budgeting accuracy for future
workforce planning

COADVANTAGE®
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This intersection turns payroll into a driver of
organizational strategy, quantifying the impact
of hiring decisions, compensation structures, and
workforce investments.

Building a Data-Driven
Payroll Culture

To fully leverage payroll analytics, organizations
must build a culture where payroll data is treated
as a strategic asset, not an administrative
byproduct. This requires:

e Clear data governance

e Collaboration between payroll, finance, and HR
e Consistent workforce metrics

e Leadership buy-in

* Integrated systems that eliminate data silos

In a data-driven payroll culture, payroll
professionals become strategic advisors by
interpreting trends, providing insight, and guiding
workforce decisions with clarity and confidence.

Best Practices for
Payroll Analytics

» Standardize Data Inputs: Validate job codes,
pay rates, and classifications to ensure clean,
consistent workforce data.

e Connect Payroll, HR, and Finance Systems:
Break down data silos to gain a full view of
workforce metrics.

e Monitor Pay Equity Continuously: Conduct
quarterly audits rather than annual reviews.

e Use Dashboards for Real-Time Visibility:
Automate reporting to surface trends early.

* Align Metrics with Business Goals: Tie payroll
insights directly to productivity, retention, and
cost optimization.

e Train Teams in Data Interpretation: Ensure HR
and payroll teams can translate insights into
action.

Top 5 Payroll Trends for 2026 | B
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Trend 1 Summary

Payroll data is a powerful resource that delivers far more than transactional value. It informs strategic
decisions, strengthens compliance, reinforces pay equity, and helps organizations navigate shifting
workforce trends. As analytics tools become more sophisticated, payroll will play an increasingly
important role in guiding financial planning, workforce design, and organizational performance.

PEO Perspective | Turning Data Into Strategic Direction

CoAdvantage integrates payroll, HR, and benefits data into unified dashboards that give
employers real-time visibility into labor costs, compliance risks, and workforce trends. Our
experts help organizations interpret data, identify opportunities for improvement, and support
ongoing payroll governance. With CoAdvantage, payroll becomes more than a process. It
becomes a source of operational insight and competitive advantage.

Professional Employer Organizations (PEOs) like CoAdvantage play a critical role in helping
employers:

© stay compliant with evolving state wage-and-hour rules
® Manage unemployment registration and rate changes
® Apply the correct state and local tax rates

© Administer multi-state benefits consistently

® Keep up with new transparency and leave laws

© Avoid costly penalties and audits

CQADVANTAGE® Top 5 Payroll Trends for 2026 | 6
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TREND 2

Compliance Complexity
Fuels Platform Integration

When payroll, HR, and finance systems work together, compliance works better.

The regulatory environment surrounding

payroll has never been more complex. In 2026,
organizations face a growing patchwork of
wage-and-hour laws, multi-state tax rules, pay
transparency mandates, paid-leave requirements,
and shifting reporting obligations. SHRM estimates
that compliance management now consumes
nearly a quarter of payroll teams’ time, pulling
resources away from strategic work and
increasing the risk of human error.

Meanwhile, many businesses still operate with
disconnected HR, payroll, and finance systems,
forcing teams to manually reconcile data across
platforms, double-enter employee information, and
track regulatory changes in spreadsheets. In this
environment, a single outdated address, job code,
or rate change can trigger a chain reaction of
payroll errors, incorrect deductions, and late filings.

To keep up, organizations are turning to integrated
payroll ecosystems that unify data and workflows
across HR, finance, benefits, and compliance.
Integration isn't just a tech upgrade, it's emerging
as the only sustainable way to protect accuracy,
reduce risk, and support workforce growth in a
rapidly changing regulatory landscape.

COADVANTAGE"

Fragmentation Creates
Hidden Compliance Risk

Every state (and increasingly, every municipality)
has its own rules governing payroll taxes, paid
leave, overtime, pay frequency, and employee
classification. When HR and payroll systems are
disconnected, these rules become harder to track,
harder to apply consistently, and significantly
more prone to error.

For example:

* A missed update to an employee’s location
may lead to incorrect state tax withholdings.

* A benefits eligibility change may not sync to
payroll, causing deduction errors.

* An employee reclassification may not flow
across systems, triggering wage-and-hour
violations.

Each error creates downstream risk: penalties,
audits, frustrated employees, or even compliance
exposure in multiple jurisdictions. With more

than 30 states introducing or updating payroll-
related legislation in the past two years (National
Conference of State Legislatures), the stakes have
never been higher.

Top 5 Payroll Trends for 2026 | 7



Integrated systems eliminate this fragmentation
by creating a single source of truth that updates
automatically across platforms. When HR updates
an address, job title, or pay rate, payroll reflects

it instantly. When finance revises cost centers,
payroll allocation rules adjust in real time.

With one consistent data record, organizations
reduce the likelihood of compliance errors—

and the administrative burden that comes with
correcting them.

Integration Transforms
Compliance Into
a Strategic Advantage

While compliance is the driving force behind system
integration, the benefits extend far beyond risk
reduction. When payroll data connects seamlessly
with HR, benefits, and finance systems, leaders can
finally see the full picture of workforce operations.

Integrated systems allow organizations to:

e Forecast labor costs with real-time accuracy
« Automate multi-state tax calculations
¢ Generate audit-ready reports at any moment

¢ Model “what-if” scenarios, such as expansion
into a new state

¢ Improve pay equity analysis through unified
data sets

Integrated dashboards and analytics tools
provide visibility into trends such as overtime
spikes, turnover hotspots, benefits utilization, and
compliance gaps. Instead of reacting to issues
at quarter-end or year-end, organizations can
intervene proactively and prevent issues before
they escalate.

For growing companies, this visibility is a
competitive advantage. Integration supports
faster hiring, smoother onboarding, more accurate
budgeting, and greater operational agility. It shifts
compliance from a back-office burden into a
strategic function that informs workforce planning,
financial decisions, and organizational growth.

COADVANTAGE®
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Best Practices for Integrated
Payroll Ecosystems

e Centralize Employee Data: Maintain one core
employee record that feeds all downstream
systems.

¢ Automate Multi-State Tax Updates: Ensure
your platform applies jurisdictional rules
automatically as they change.

e Streamline Workflows: Standardize
onboarding, rate changes, and status updates
across all departments.

* Implement Strong Audit Trails: Track
every data change and version history for
compliance readiness.

e Connect Payroll, HR, and Finance Systems:
Reduce manual entry and eliminate conflicting
data sources.

* Review System Integrations Quarterly:
Validate accuracy, update mappings, and
monitor for compliance changes.

Top 5 Payroll Trends for 2026 | 8
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Trend 2 Summary

Payroll data is a powerful resource that delivers far more than transactional value. It informs strategic
decisions, strengthens compliance, reinforces pay equity, and helps organizations navigate shifting
workforce trends. As analytics tools become more sophisticated, payroll will play an increasingly
important role in guiding financial planning, workforce design, and organizational performance.

PEO Perspective | Turning Data Into Strategic Direction

CoAdvantage helps businesses achieve seamless compliance by unifying payroll, HR, and
benefits data into a single, accurate system backed by expert oversight. Our specialists monitor
regulatory changes across all U.S. jurisdictions, ensuring every update is applied correctly and
every pay cycle is accurate. With CoAdvantage, organizations gain the confidence that their
compliance foundation is strong, scalable, and ready for growth.

CQADVANTAGE® Top 5 Payroll Trends for 2026 | 9
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TREND 3

Hybrid & Multi-State Workforces
Redefine Payroll’s Scope

As employees work from anywhere, payroll must keep up with everywhere.

The shift to hybrid and remote work has reshaped
where (and how) employees get their work done.
In 2026, multi-state payroll will become the norm
rather than the exception. Organizations are
hiring talent across state lines to access new skill
sets, reduce labor shortages, and compete more
effectively in a changing economy. But with this
opportunity comes a significant challenge: multi-
state payroll compliance is more complicated
than ever.

From state income taxes to paid-leave accruals
to unique wage-and-hour rules, each jurisdiction
adds another layer of regulation payroll teams
must manage accurately. Emerging pay
transparency laws, local tax requirements, and
differing overtime thresholds only multiply the
complexity. The more distributed a workforce
becomes, the more payroll becomes a strategic
(and highly technical) function requiring precision,
consistency, and strong integration.

The New Reality: Multi-State
Payroll Is Now Standard

For many organizations, hiring outside their home
state was once rare. Today, it's routine. Employees

are moving for affordability, lifestyle, and remote
opportunities—often without changing employers.

COADVANTAGE"

According to Upwork’s Future Workforce Report,
nearly one-third of SMBs plan to hire outside their
primary state in the coming year, making multi-
state payroll a permanent fixture of the workforce
landscape.

The result: employers must navigate an intricate
web of state-specific regulations. Even small
mistakes—such as withholding taxes for the wrong
state, misapplying paid-leave laws, or failing to
establish unemployment insurance accounts—can
lead to audits or penalties. Hybrid arrangements
complicate matters further: an employee may

live in one state, work in another, and occasionally
travel for work, each action triggering unique
payroll implications.

In this environment, payroll can no longer rely on
default settings or assumptions. Employers must
track where work is being performed, understand
tax reciprocity agreements, and ensure accurate
classification of remote and hybrid employees
across all jurisdictions.

Compliance Challenges Multiply
Across State Lines

The U.S. compliance landscape is shifting quickly.
States continue developing new rules governing:
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¢ State income tax withholding

+ Local taxes (such as NYC, Denver, Philadelphia,
and St. Louis)

e Paid sick leave and paid family leave

e Overtime thresholds and exempt salary
minimums

* Meal and rest break rules
* Wage notices and pay transparency

* Unemployment insurance registration
and rates

Even small differences, such as how hours are
rounded or when overtime kicks in, can create
major administrative burdens when multiplied
across states. Hybrid employees add further
complexity: the state where work is performed
may not match the state where employees live,
requiring payroll teams to understand residency
rules, nexus, and job-location sourcing.

For businesses without integrated payroll systems
or expert guidance, managing these differences
becomes a full-time task. Errors often compound
silently, only surfacing during tax-season
reconciliations, DOL inquiries, or state audits.

Why Multi-State Payroll Requires
Integrated Systems

In a world where employees can log in from
anywhere, payroll accuracy depends on a unified
data infrastructure. Integrated payroll systems
automatically update tax tables, track multi-
state regulations, and apply rule changes across
employee records. This prevents miscalculations
that arise when HR, payroll, and timekeeping
systems are disconnected.

With integrated systems, employers can:

¢ Sync employee location data across platforms

e Automatically calculate correct state and local
tax withholdings

e Apply multi-jurisdiction overtime and leave
laws consistently

* Maintain clean audit trails across every state
» Detect discrepancies before payroll runs

COADVANTAGE®
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This integration becomes even more critical as
more states introduce pay transparency laws,
wage notices, and new reporting obligations.
The right system not only improves compliance,
it improves operational efficiency, allowing
payroll teams to manage remote growth without
increasing administrative burden.

Strategic Partnerships Help
Employers Navigate Multi-State
Requirements

Technology can automate calculations, but it
cannot interpret regulatory nuance on its own.
Employers need partners who understand wage
rules, tax laws, and compliance obligations across
the U.S. Multi-state payroll expertise requires

not only technical accuracy but also legal and
operational interpretation, particularly as states
continue enacting new labor protections.

As hybrid work becomes standard, expert
guidance is essential.

Best Practices for Multi-State
Payroll Management

e Track Work Location Accurately: Require
employees to document where work is
performed and ensure systems update
automatically.

* Register for State Unemployment Promptly:
Avoid penalties by registering as soon as an
employee begins work in a new state.

* Review Residency and Reciprocity: Understand
when to withhold taxes for an employee’s
home vs. work state.

e Apply State-Specific Leave and Overtime
Rules: Ensure payroll reflects the correct rules
for every jurisdiction.

» Standardize Job Codes and Classifications:
Prevent wage-and-hour errors across different
labor markets.

¢ Audit Quarterly: Validate tax withholdings,
local taxes, and benefits deductions across all
employee locations.

Top 5 Payroll Trends for 2026 | 11
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Trend 3 Summary

Multi-state payroll has transformed from a niche challenge into a universal requirement for modern
employers. As distributed workforces continue to expand, organizations must manage state-level
complexity with greater accuracy, consistency, and confidence. Payroll teams need integrated systems,
clear processes, and expert partners to reduce risk and maintain operational excellence.

PEO Perspective | Precision Across Every State Line

CoAdvantage helps employers manage multi-state payroll with confidence. Our specialists
monitor wage-and-hour rules, tax laws, and registration requirements across all U.S.
jurisdictions to ensure every employee is paid accurately, compliantly, and on time. With
CoAdvantage, businesses can expand their workforce without expanding their administrative
burden, gaining a strategic partner for multi-state success.

CQADVANTAGE® Top 5 Payroll Trends for 2026 | 12
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TREND 4

Automation + Al Reshape Expectations
for Accuracy & Control

The market is raising the bar for precision and predictability.

Payroll teams are facing increasing pressure to
run error-free payroll, maintain compliance in
multiple jurisdictions, provide employees with
transparency, and reduce manual intervention.
Across the broader industry, automation

and Al are helping organizations meet these
expectations and reshaping what payroll leaders
now view as standard.

According to Deloitte, organizations using
advanced automation-enabled payroll systems
see faster processing and fewer manual
corrections, reinforcing how meaningful these
tools can be when accuracy is critical. While these
capabilities are not uniform across every provider,
their influence is undeniable: automation is
setting the pace for how payroll is expected

to function.

The shift is not just about processing speed. It
fundamentally changes payroll’s role, turning it
into a proactive function rather than one focused
solely on correcting errors after they occur.

As payroll technology evolves industry-wide,
teams increasingly expect systems that assist

in identifying risk areas, validating time and

pay entries, and preventing costly errors before
payroll runs.

COADVANTAGE"

Automation Replaces
Repetition with Precision

Traditional payroll processes are filled with
repetitive tasks: rekeying timecard data,
calculating overtime, applying sequential
deductions, reconciling payroll journals, and
correcting rate changes for late submissions.

Modern payroll systems reduce that burden

by applying consistent rules and standardized
pay logic across each cycle. For businesses
experiencing growth, turnover, or multi-location
expansion, automated logic supports scalability
and helps payroll teams maintain accuracy even
during peak periods.

Beyond the operational impact, this predictability
influences trust. When employees receive correct
pay consistently, confidence in the payroll function
increases. In industries where turnover is tied to
pay dissatisfaction, this reliability is a differentiator.

Insights That Prevent Payroli
Errors Before They Occur

Organizations are shifting from reactive payroll
processing toward a more anticipatory approach.
Rather than waiting for discrepancies to surface

Top 5 Payroll Trends for 2026 | 13



during reconciliations or post-payroll reviews,
employers increasingly rely on deeper visibility
into payroll patterns and potential risk areas
before errors occur. By examining historical pay
trends, workforce schedules, and changes in
compensation structures, payroll teams can more
accurately anticipate where issues may arise.

Early identification reduces rework, minimizes
adjustments, and lowers the likelihood of payroll-
related compliance concerns. It also leads to
stronger financial planning, which is particularly
important for businesses that experience seasonal
labor shifts or fluctuating overtime across
departments.

Greater transparency around hours worked, pay
calculations, and deductions also helps employers
proactively ensure compliance with wage-and-
hour rules, especially for multi-state or mixed
employee classifications.

This shift represents a major directional change:
payroll is no longer something to correct
retroactively. It has become a structured process
supported by real-time insight, stronger controls,
and better financial awareness.

Humans Still Anchored at the
Center of Payroll Governance

While automation and Al bring efficiency, human
oversight remains critical. Payroll professionals
provide context, judgment, and ethical decision-
making that machines alone cannot replicate. The
most successful organizations take a “human-in-
the-loop” approach: leveraging Al for detection
and automation for calculation, while maintaining
human review for exceptions, approvals, and
policy interpretation.

Accountability remains essential, particularly
around sensitive areas such as tax withholdings,
garnishments, wage-and-hour rules, and pay
adjustments. Governance frameworks ensure

COADVANTAGE®
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Al outputs are audited, bias is monitored, and
sensitive data is protected, reinforcing compliance
and employee trust.

Integration Strengthens Accuracy
& Compliance

A major driver of automation-enabled success
is system interoperability. When payroll connects
seamlessly with workforce management,
timekeeping, HR records, and benefit systems,
accuracy improves across every input.

Integrated environments help organizations:

e Eliminate inconsistent data entry

* Reduce mismatched job codes or rate tables
e Standardize deductions

e Maintain continuity through business change

This creates an audit-ready environment in which
every update is traceable, validated, and aligned
across the record lifecycle.

For multi-state employers, this level of integration
also improves compliance readiness, especially
when wage rules, contribution limits, or local
taxation differences vary by location.

Best Practices for Payroll
Automation & Al Governance

* Validate inputs before processing: Avoid
turning automation into a tool that replicates
mistakes.

» Establish governance checkpoints: Routing
approvals for rate changes, status changes,
and pay exceptions prevents downstream
corrections.

e Document payroll logic and rules: Codified
rules ensure consistency as staffing or
business structure changes.

* Align payroll and timekeeping systems: Data
integrity remains the biggest driver of accuracy.

e Maintain human review for risk-sensitive
changes: Automation is not a substitute for
interpretation or compliance oversight.
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Trend 4 Summary

Automation and Al are redefining how payroll functions across the industry, shifting expectations toward
cleaner inputs, proactive visibility, and reduced manual intervention. While adoption varies widely, the
organizations benefiting most are those that combine structured workflows with strong governance and
accurate data. The result is more predictable payroll outcomes, fewer employee escalations, and more
time for teams to focus on advisory work rather than corrective work.

PEO Perspective | Automation Backed by Expertise

Payroll compliance isn't solved by software alone. It requires knowledgeable guidance from
experts who understand the full regulatory picture. CoAdvantage provides hands-on payroll
support, ensuring calculations are accurate, wages and deductions are applied correctly, and
compliance requirements are followed across diverse workforces. Instead of placing the burden
of accuracy solely on employers or internal staff, our team monitors rate changes, handles
adjustments, and ensures payroll is processed correctly every time.

With CoAdvantage, businesses gain a partner that proactively manages complexities such
as wage-and-hour rules, tax requirements, and multi-state obligations. The result is a payroll
experience that's accurate, compliant, and dependable, supported not by automation, but by
people who understand what's at stake.

CQADVANTAGE® Top 5 Payroll Trends for 2026 | 15
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TREND 5

Payroll Becomes
Real-Time & On-Demand

Flexibility is the new currency of employee experience.

The traditional two-week or semi-monthly

pay cycle is fading as real-time pay, earned
wage access (EWA), and flexible disbursement
options become mainstream expectations.

In 2026, employees want the ability to access
their earnings as soon as they've accrued, and
employers are quickly discovering that pay timing
has become a competitive advantage, not just an
administrative detail.

COADVANTAGE"

According to the American Payroll Association,
more than 65% of employees say access to wages
before payday would improve their financial well-
being, and the Consumer Financial Protection
Bureau has noted rising worker demand for low- or
no-fee EWA programs.

In a labor market shaped by financial stress,
inflation, and evolving employee expectations,
real-time pay is transforming from an optional
benefit to a strategic retention tool. The shift to
on-demand compensation is redefining how
organizations support their people, manage
operational workflows, and modernize payroll
infrastructure.

Real-Time Pay Builds
Loyalty & Trust

Today’s workforce — especially hourly workers,
shift employees, and gig professionals — value
autonomy over their pay more than ever before.
EWA and instant-pay systems allow employees to
access a portion of earned wages before payday,
providing immediate support for budgeting,
emergency expenses, and everyday needs.

This flexibility contributes to reduced absenteeism,
improved morale, and a stronger sense of financial
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stability. Research from SHRM indicates employees
experiencing financial stress are five times more
likely to be distracted at work and three times
more likely to miss days due to related issues.
Employers who offer real-time pay solutions often
report improvements in retention, particularly in
high-turnover industries such as retail, hospitality,
and healthcare.

On-demand pay also signals trust. When
employees see accurate, real-time totals of their
hours, earnings, and deductions, it eliminates
paycheck uncertainty and builds confidence in the
organization’s payroll process.

Technology That Keeps Up
with the Clock

Real-time pay is only possible with modern,
integrated technology. Cloud-based payroll
platforms now sync with timekeeping and
attendance systems instantly, ensuring data
accuracy as soon as hours are logged. Automated
calculations, mobile self-service, digital pay

cards, and instant-payment rails (such as RTP®
and same-day ACH) enable payments outside of
traditional banking windows.

These innovations reduce manual work for payroll
teams and eliminate time lags that once made
mid-cycle payments nearly impossible. With the
right infrastructure, payroll no longer needs to “wait
for Friday.” It becomes a continuous, real-time
financial service.

Compliance Considerations &
Guardrails

Speed cannot compromise accuracy or compliance.
Real-time pay introduces new wage-and-hour
considerations, including overtime calculations, pay-
period boundaries, recordkeeping, and minimum-
wage protections. Employers must ensure that EWA
programs never reduce wages below statutory

COADVANTAGE®
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thresholds, and that fees (if applicable) comply with
federal and state guidelines.

State-level legislation around EWA continues

to evolve. Employers should maintain clear
documentation, use systems that log every
transaction, and routinely audit pay practices
across all locations. Accurate data flow between
timekeeping and payroll systems is essential to
avoid compliance risks.

The Human Impact: Financial
Wellness & Trust

Beyond convenience, real-time pay significantly
influences financial wellness: a top driver of
employee engagement. Giving employees
on-demand access to earnings helps reduce
reliance on payday loans, high-interest credit
cards, or overdraft fees (Federal Reserve). When
employees feel supported financially, they are
more productive, more loyal, and more likely to
recommend their employer.

Best Practices for Real-Time &
On-Demand Pay

 Set Clear Eligibility Rules: Define who can use
EWA, maximum withdrawal percentages, daily
limits, and timing restrictions.

e Ensure Real-Time System Integration: Sync
timekeeping, payroll, and attendance systems
to prevent errors and safeguard compliance.

 Prioritize Transparent Communication: Explain
any fees, limits, timelines, or policies in simple,
accessible language.

* Protect Cash Flow: Review usage patterns
to understand financial impact and ensure
payroll funding remains stable.

e Train Employees and Managers: Provide clear
instructions for accessing wages, correcting
time, and understanding pay calculations.

e Audit Regularly: Track discrepancies, usage
trends, and compliance risks; adjust policies as
needed.
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Trend 5 Summary

Real-time and on-demand pay is changing the payroll landscape, shifting compensation from a
predictable cycle to a flexible employee benefit. Organizations adopting real-time payroll systems
experience improved engagement, stronger retention, and more empowered employees. The leaders
in this space are those who combine innovative technology with strong compliance frameworks and
thoughtful change management.

PEO Perspective | Real-Time Innovation, Delivered Responsibly

On-demand pay offers tremendous value, but it brings added complexity around cash flow
management, recordkeeping, and multi-state compliance. CoAdvantage helps employers
deploy real-time pay responsibly by managing the underlying payroll infrastructure,
syncing time and attendance data, and ensuring all EWA programs meet federal and state
regulations. With CoAdvantage, employers can offer flexibility without sacrificing accuracy,
compliance, or control.
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CONCLUSION

Payroll’s Next Chapter

Payroll is entering a new era: one defined by speed, intelligence, integration, and strategic impact. The
trends shaping 2026 make it clear that payroll is no longer a back-office utility but a powerful engine that
drives financial accuracy, workforce stability, and employee experience.

Real-time pay is reshaping expectations around financial flexibility and supporting employee well-

being. Automation and Al are strengthening accuracy and enabling payroll teams to shift from repetitive
tasks to proactive, value-driven work. Integrated systems are helping businesses navigate a rapidly
expanding multi-state compliance landscape, while hybrid work has made flexible, compliant payroll
essential across jurisdictions. And through it all, payroll data has emerged as a critical source of business
intelligence, turning every pay cycle into actionable insight that informs talent strategy, cost optimization,
and organizational planning.

Organizations that embrace these changes are redefining what payroll can be: faster, smarter, more
transparent, and more human-centered. By investing in modern systems and trusted partnerships,
leaders can transform payroll from a source of risk into a foundation of resilience. At CoAdvantage, we
believe that when payroll runs smoothly, everything else follows: compliance is strengthened, trust is built,
and growth becomes sustainable.

The future of payroll is already here. The question for business leaders is not whether change is coming,
but who will use it to lead. To explore how CoAdvantage can help future-proof your payroll and HR
operations, visit www.coadvantage.com.
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CITATIONS

Payroll, Workforce, and Financial Wellness
Sources (Used in All Trends)
American Payroll Association (APA)

“APA National Payroll Week Survey Results.” (2023)

https://info.payroll.org/pdfs/npw/2023_Getting_
Paid_In_America_survey_results.pdf

Society for Human Resource Management (SHRM)

“What Matters to Hourly Workers.” (2023)

https://www.shrm.org/topics-tools/news/all-things-
work/hourly-workers-stagnant-wage

PTO Exchange

“Workplace Trends: Earned Wage Access.” (2023)

https:/ /www.ptoexchange.com/blog/earned-wage-
access

Consumer Financial Protection Bureau (CFPB)
“Earned Wage Access and Worker Financial
Stability.” (2024)

https://www.consumerfinance.gov/data-research/
research-reports/data-spotlight-developments-
in-the-paycheck-advance-market/

Federal Reserve Board

“Economic Well-Being of U.S. Households
Report.” (2023)
https://www.federalreserve.gov/publications/
files/2023-report-economic-well-being-us-
households-202405.pdf

Automation, Al, & Payroll
Technology Sources

Deloitte

“Payroll in Transition: Trends in Accuracy,
Automation, and Remote Readiness.” (2024)
https://www.deloitte.com/be/en/services/tax/blogs/
tax-legal-pulse/011-payroll-in-transition-trends-
automation-accuracy-remote-readiness.html

COADVANTAGE"

Gartner

“Future of Work Trends.” (2024)

https://www.gartner.com/en/human-resources/
topics/future-of-work

Hybrid & Multi-State Workforce Sources

Upwork

“Future Workforce Report.” (2021)

https://www.upwork.com/research/future-workforce-
report

National Conference of State Legislatures (NCSL)

State Labor & Employment Legislation Tracker.

https:/ /[www.ncsl.org/

U.S. Bureau of Labor Statistics (BLS)

Employment & Labor Data.
https:/ /www.bls.gov/

Pay Transparency, Pay Equity &
Workforce Trends

Pew Research Center

“Americans’ Views on Pay Transparency
and Fair Pay.” (2023)
https://www.pewresearch.org/social-
trends/2023/03/01/the-enduring-grip-of-the-
gender-pay-gap/

WorldatWork

“Compensation and Workforce Insights.” (2024)

https:/ /worldatwork.org/research/market-pricing-
data-directions-decisions
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