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Overview and abbreviated summary of key messages

An integrated approach to HRO and PO can ensure that the operational expertise on the HR side is effectively
combined with the sourcing and vendor management expertise on the procurement side to unlock the full value of
outsourcing. The objective of this study is to develop a robust framework and analysis to demonstrate the value
creation potential of an integrated HRO+PO approach.

Some of the findings in this report are:

Business needs and e Some HR processes, such as global mobility, learning and development, contingent
challenges for an labor recruitment, and employee benefits, have a strong overlap with procurement
integrated HRO+PO e Outsourcing of HR-related spend in PO contracts is increasing, however, very few
approach contracts have an integrated HRO+PO approach

M L R Ll © loillustrate the benefits of an integrated HRO+PQO approach, Everest Group
integrated HRO+PO analysed two HR processes where an integrated approach has significant potential —
approach learning and recruitment

Key considerations for e The five key considerations that are required to capture value from an integrated
pursuing an integrated approach are creation of a holistic business case, alignment of stakeholders’
HRO+PO approach objectives, selection of the service provider, design of outsourcing contract, and
governance of outsourcing relationship

A Copyright © 2014, Everest Global, Inc.
Eé’seEEEE'E Group EGR-2014-1-PD-1098 4



Below are charts to illustrate the depth of the report

Categories of outsource-addressable procurement spend

Other non-core procurement spend HR-related spend

e Facilities and office e Employee
supplies insurance and

e [T/telecom medical services

e Marketing- / sales- e Temporary labor
related and recruiting

e Professional services

e Maintenance, Repair,
and Overhaul (MRO)

e Travel and third-party
logistics

o Utilities

agencies
e Learning and
training resources
e Relocation services

Expected annual savings profile for a five-year
outsourcing contract with an integrated LSO+PO scope

Traditional Improved sourcing  Content Greater realization  Integrated
LSO savings savings rationalization of contracted LSO+PO
N savings savings savings
Y

Additional savings from integrated RPO+MSP approach
(Each of the above elements is described in subsequent pages)

Expected annual savings from integrated RPO+MSP
approach

Cost baseline for an integrated HRO+PO initiative

~

Centralized HR-category
procurement spend

Procurement
operational and
technology costs

Y
0Od Joj auljeseq
1500 Alewid

Primary cost
baseline for HRO

Total savings Better workforce Better demand Lower service Integrated HR operational and
through utilization management and vendor RPO+MSP technology costs D,
independent management savings
RPO and MSP costs .

N J Decentralized HR-category

Y procurement spend
Additional savings from integrated RPO+MSP approach
(Each of the above elements is described in subsequent pages)
Source: Everest Group (2014)
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HRO research calendar
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Benefits Administration Outsourcing (BAO) — Annual Report 2013 __ . Q2 2014
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Benefits Administration Outsourcing (BAO) — Service Provider Profile Compendium 2014 . Q2 2014
Multi-Process Human Resources Outsourcing (MPHRO) — Annual Report 2014 __ o ___________ Q2 2014
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Talent Management Outsourcing - Will we Attain Nirvana? ... Q3-2014
MPHRO - Service Provider Profile Compendium 2014 Q3-2014
Multi-Country Payroll Outsourcing (MCPO) — Annual Report 2014 _ __ .. Q4-2014
Multi-Country Payroll Outsourcing (MCPQ) — Service Provider Landscape with PEAK Matrix Assessment2014 _______ ____________________ Q4-2014
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PO research calendar

Il Pubiished [l Current

Topic Release date

Managed Service Provider (MSP) — Mastering the Winds of Change October 2013
Source-to-Contract (S2C) Outsourcing — Significant Value Potential but Difficult to Implement October 2013
Role of Social Media, Mobility, Analytics, and Cloud (SMAC) in PO — How SMAC can Unlock Additional Value in PO Services October 2013
Accenture + Procurian = One-third of the PO Market October 2013
PO — Service Provider Landscape with PEAK Matrix Assessment 2013 October 2013

Global Location Insights: Sun Is Rising in the "Middle" East October 2013

Analytics Business Process Services (BPS) — Deciphering the Analytics Code

PO — Service Provider Profile Compendium 2013

Growth of Horizontal BPO in Latin America across FA,_ HR, and Procurement February 2013
Tail-end Spend Management March 2014
Business Case for Procurement and HR Collaboration April 2014
PO — Annual Report 2014 Q2 2014
PO — Service Provider Landscape with PEAK Matrix Assessment 2014 Q2 2014
PO — Service Provider Profile Compendium 2014 Q2 2014
Evaluation of BPaaS Solutions for FAO/PO Q3 2014
Procure-to-Pay (P2P) — Service Provider Landscape with PEAK Matrix Assessment 2014 Q3 2014
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Additional research references

The following documents are recommended for additional insight on the topic covered in this report. The recommended
documents either provide additional details on the topic or complementary content that may be of interest

1. Learning Services Outsourcing (LSO) — Resurgent Market in the Post-Crisis World (EGR-2013-3-R-1035); 2013. This report
provides comprehensive coverage of the 2013 LSO market and analyzes it across various dimensions such as market overview, buyer
adoption trends, solution & transaction characteristics, and service provider landscape. Additionally, it includes emerging trends in the
LSO market

2. Managed Service Provider (MSP) — Mastering the Winds of Change (EGR-2013-3-R-0958); 2013. This research provides
comprehensive coverage of the MSP market and analyzes it across various dimensions such as market overview, key business drivers,
and shifting market dynamics across buyer adoption trends, solution and transaction trends, and service provider landscape.
Additionally, it includes predictions for market size, buyer adoption, solution and transaction trends, and service provider landscape for
the MSP market

For more information on this and other research published by Everest Group, please

contact us:

Rajesh Ranjan, Vice President: Rajesh.Ranjan@everestgrp.com
Abhishek Menon, Practice Director: Abhishek.Menon@everestgrp.com
Avinish Mittal, Senior Analyst: Avinish.Mittal@everestgrp.com
HRO Team: HROresearch@everestgrp.com
PO Team: POresearch@everestgrp.com

Everest Group
Two Galleria Tower

13455 Noel Road, Suite 2100 Phone: +1-214-451-3110
Dallas, TX 75240 Email: info@everestgrp.com
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