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Background and scope of the research "E
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Background of the research

= The Institute conducted in-depth interviews and a data collection exercise with senior governance
teams of HRO buyers. The objective of the survey was to explore buyer satisfaction with HRO, and
what definitions, metrics, and measures overall and within specific HRO process areas facilitate
optimal realization of the desired outcomes of HRO

= A total of 18 buyers participated in the survey, representing 27% of the overall market in terms of
Total Contract Value (TCV) through 2006

The scope of analysis includes
= Key metrics on the extent of outsourcing adoption in HR
HR process scope
Technology models
Implementation platforms
HR staff reduction
Offshore adoption
= Pricing metrics
Targets and actual
Price-points
= Quality metrics
Targets and actual
Service levels
= HR process deep-dive: Training example
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The majority of buyers have outsourced ten or more “
HR processes (out of a maximum of 12) &
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Number of HR processes in scope
Percentage of buyers

56%
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Sample size: 18 HRO transactions
Source: Everest Research Institute (2007)
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Transaction-intensive and support HR processes are “
outsourced more than judgment-intensive processes @

@ Transaction-intensive processes s L
O Judgment-intensive processes
Degree of outsourcing of HR processes & Support processes
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Sample size: 18 HRO transactions

Source: Everest Research Institute (2007)
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Transactions are evolving from a “lift-shift”! delivery “
model to a “transform-transfer” model &
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HRO delivery model — Pre-2004 HRO delivery model — Post-2004
Percentage of buyers Percentage of buyers
50% 50%

38%

30%

20%

13%

Lift-shift Hybrid1 Transform- Lift-shift Hybrid Transform-
model transfer model transfer
1 Defined in Appendix

Sample size: 18 HRO transactions
Source: Everest Research Institute (2007)
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44% of the buyers surveyed signed a fixed-price "
transaction &
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Pricing model
Percentage of buyers

44%

Fixed-price Base cost + Variable price Not known
transaction variable price transaction
transaction

Sample size: 18 HRO transactions
Source: Everest Research Institute (2007)
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Although the majority of buyers sampled were not targeting “
Improvement in quality of service delivery, a significant @

proportion (37%) have seen a reduction in quality post-HRO  seascuinsure

Target quality post-HRO Actual quality post-HRO
Percentage of buyers Percentage of buyers
75%

38% 37%

25% 25%

0%
Increased About the Reduced Increased About the Reduced
quality same quality quality same guality

Sample size: 8 HRO transactions for which information on quality was available
Source: Everest Research Institute (2007)
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Within training, judgment-intensive sub-processes get "
outsourced less often compared to more transactional @
Sub_processes RESEARCH INSTITUTE

Bl Sub-process in scope
Training sub-process inclusion? B Sub-process not in scope

Percentage of buyers

Curriculum design

Curriculum development

Content management

Curriculum delivery?

intensive

Vendor management

I

1 Training strategy is typically not outsourced and therefore not included in the above analysis
2 Curriculum delivery may also include transactional elements like Web-based delivery
3 Learning Management System
Sample size: 14 HRO transactions with training in scope
Source: Everest Research Institute (2007)
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Get the answers today that lead to tomorrow’s “
success @
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Everest Research Institute has the resources, experience, and capabilities to provide
companies with the strategic intelligence, analysis, and insight that are crucial to
making the right decisions in today’s outsourcing marketplace.

With the vision of our leadership team, the personal commitment, and indeed, the
passion of our professionals to deliver real value to our clients, our organization is
unsurpassed in its ability to guide your company’s future success.
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