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Nucleus expects the diversity of Paychex’s customer base has 
helped the vendor weather the downturn, while its flexibility and 
scalability will drive strong new and recurring sales in 2021 
 
 
COMPANY 
Paychex Flex is a modular cloud HCM solution built to target SMBs and 
can integrate with the general ledger (GL) and talent management 
analytics. Overall, the vendor’s wide range of functionality beyond 
payroll coupled with enhanced usability make it a competitive player, 
specifically among payroll providers who target smaller organizations.  
 
MARKET 
The payroll market as a whole has faced a negative impact from 
continued unemployment, as the revenue model relies on the Per 
Employee Per Month (PEPM) fee structure. While smaller vendors 
struggle to deal with declining payroll numbers, Paychex, with its large 
and diverse customer base, is well positioned to pull through. Another 
major differentiator for Paychex was the vendor’s quick and continued 
adaptation to the Paycheck Protection Program (PPP). This support, as 
well as continued updates and guidance, enabled many of Paychex’s 
customers to stay afloat in the resulting downturn, further 
strengthening the vendor’s relationship with its customers 
 
COMPETITION 
The company mainly competes with other vendors who offer payroll 
functionality for small businesses, such as ADP, Paylocity, and Paycor, 
as well as smaller payroll providers, including Gusto and Zenefits. 
Nucleus analysts found that customers continue to express high 
satisfaction numbers with both the company and its solutions, 
particularly the support services that the vendor offers. Paychex’s 
investments in usability over the years, including the launch of the 
Paychex Flex platform allows organizations to customize their offering 
based on both price and functionality, putting the company among the 
ranks of strong HCM providers with payroll as a part of their larger 
solutions. 

Price 12/21/2020  $95.64 
52 week range  $47.87 - $97.13 
 
 
MARKET POSITION 
 

 
 

 
RELATIVE SOLUTION COST 
 
ADP                              103% 
Paylocity          100% 
Paychex                               100% 
Paycor             95% 
Zenefits                                             90% 
Gusto     90% 
 
Relative cost to a customer based on typical mid-sized 
deployments during the past 6 months. 
 

 
CUSTOMER PERCEPTION 
 

> 95 Positive 
 
Analyst estimate based on feedback from customers 
and prospects during the past 6 months  
 
 
Nucleus Research is an independent research firm that 
provides research services to both vendors and consumers of 
technology.  Investors should be aware that the firm may have 
a conflict of interest that could affect the objectivity of this 
report.  
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OUTLOOK 
Paychex’s large market share puts it at an advantage as other, smaller 
niche providers inevitably exit the market. While per-employee-per-
month (PEPM) costs may be an area of loss as organizations lay off 
workers, Nucleus expects the diversity of Paychex’s customer base to 
help avoid any significant deficits. Paychex will further benefit from the 
contraction in the market of smaller payroll providers, who’s smaller 
customer bases put them at greater risk. As hiring expands and new 
businesses begin to open, cost will be a major driving factor in the HCM 
decision space. Paychex’s expanded functionality make it a complete 
solution compared to simple payroll providers, while its per-employee 
cost are less than full suite vendors such as Workday (WDAY). Paychex’s 
position as a middle bridge between the Enterprise suite vendors and 
niche payroll players make it well positioned to take advantage of both 
the SMB and smaller enterprise markets giving it the largest total 
addressable market of the HCM providers. 


