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Background and scope of the research
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Background of the research

Learning is unique among HR functions: in many organizations, learning, or training, is decentralized —
managed and funded by business units rather than the HR department. In addition, organizational
learning spend may cover not just employee training but, often, training for vendors, customers, and
channel partners. With such complexity ingrained in the learning function, along with an increased focus
on talent management, buyers are looking to better understand the different options to support their
learning needs. Learning Services Outsourcing (LSO) has emerged as a strategic choice with a strong
value proposition.

In this research study, we analyze the LSO market across various dimensions:
= Market overview and key business drivers

= Buyer adoption

= Transaction characteristics

= Supplier landscape

The scope of analysis includes

= Deals where either a “selective” or “comprehensive” outsourcing model have been deployed
= Deals in which more than 3,000 learners are covered

= Suppliers that offer learning as a stand-alone outsourcing service
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Overview and abbreviated summary of key messages
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This report examines the learning services outsourcing market and provides insights, analyses and
implications for stakeholders along four key dimensions: market state and key business drivers, buyer
adoption, transaction characteristics, and supplier landscape.

Some of the findings in this report, among others, are:

Market overview and -
key business drivers

Buyer adoption "

There are three sourcing models within the learning services market —
out-tasking, selective outsourcing, and comprehensive outsourcing
While cost reduction remains a key business driver, the value proposition
of LSO is moving beyond cost to achieving business outcomes and
strategic impact

To date, over two-thirds of LSO deals have originated in North America.
However, the demand from Europe and Asia Pacific-headquartered
companies is rising

A majority of LSO transactions cover multiple countries

The larger employees (>15K employees) segment dominates the LSO
market
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The average contract period of stand-alone LSO deals is considerably
lower than multi-process HRO deals that include learning
Judgment-intensive learning processes are outsourced more frequently
in stand-alone LSO deals compared to multi-process HRO deals

In a majority of LSO deals, the technology component is also outsourced

LSO suppliers can be broadly segmented into two categories — HRO
suppliers that offer learning (stand-alone or as part of HRO) and
specialized LSO suppliers

Most suppliers can deliver services in common European languages; a
lesser number have capabilities in Asian languages
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This study offers six distinct chapters providing a deep dive
iInto key aspects of the learning outsourcing market; below
are four charts to illustrate the depth of the report | JsTRATIVE reseascnmsmure

Frequency of inclusion of learning processes

Inclusion of learning processes within stand-alone LSO and multi-process HRO deals
Indexed to 100 for the most frequently included process
- LSO deals

[ Hro deals

Content development

Content delivery

Curriculum design

| Content management

Learning logistics

cicngiing I
Vencormanagemen: N

F

Judgment
intensive

Offshoring within LSO

Key LSO offshore locations for suppliers; number of FTEs in each region

Leverage points
« Can support multiple European

Leverage points
. Language skills primarily

languages
« Low-cost region for processing

Leverage points

i employee data that is restricted for Asian languages
. ;anguage skills in E_nghsh, Spanish, an_d Eastern o from being sent outside Activi
ortuguese to provide language-specific support Europe European Union because of = 3 suppliers doing LSO
+ Proximity to U.S. helps provide real-time support p e T s

Data Protection Act
Activity
= >400 FTEs currently engaged for
third-party suppliers
« 3 suppliers doing LSO work
across 2 cities

Activity

= >200 FTEs currently engaged for third-party o
suppliers

« 3 suppliers doing LSO work across 3 cities

+ >150 FTEs currently
engaged for third-party
suppliers

o
o Leverage points China
= Primary offshore BPO [}
region in the world
- Large pool of English-
Central spegaszg Siled 8 South
and South workforce available X
g Activity East Asia Q
America - >1,300 FTEs currently q
engaged for third-party India o
suppliers (-]
= 9 suppliers doing LSO (-] Leverage points
work across 6 cities = Countries like Philippines have closer cultural affinity to U.S.
and stronger voice capabilities for contact center work
o + Increasing BPO support infrastructure
Op | mm
= 4 suppliers doing LSO work across 3 cities
= >550 FTEs currently engaged for third-party suppliers

Single process HRO market maturity

Evolution in the single process HRO market

A ’,"—Benefits \"\\
- L Payroll )
= Emerging, underpenetrated Employee data P
c market I management_____ -
o] |= Established suppliers expanding 1
§ capabilities into new areas 1
5 = New players entering in niche | . Consolidated market
g EI;:;EOEI‘\fing specifications and I dominated by a few players
sl = " :
g capabilities | = Suppliers new to HRO with a
° focused strategy (focused
E | geographies and technology
=| Performance _ _ - - —RB\/~ _/ 1 platforms)
management ‘ N | = Well established
! Learning ) specifications and supplier
~<_  Recruitment _.~ 1 capabilities
~ - 1 —

Pioneer Emerging rapid growth

Maturity

Reaching maturity

Industry adoption within LSO

Adoption of learning services outsourcing by industry
Number of transactions, ACV in US$ million

100% =

Other
Business services

Retail
Government
Telecom
Healthcare

Energy

BFSI

Hi-tech

Manufacturing

ACV

Number of
transactions

Source: Everest Research Institute (2008)
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The report on learning services outsourcing has three
buyer case studies in addition to five brief case
examples
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Client situation m Scope of work

Case example #1: Auto manufacturer achieves
significant cost savings through LSO

= The auto manufacturer was facing m XYZInC was selected as the
a shortfall in hi-tech equipment
operators

= |In addition, the company wanted
to use performance-based training
and documentation to ensure that
its hi-tech equipment operators
wolld be ready to use new
equipment and processes to

learning outsourcing partner

= XYZ used a blended training
model that included classroom
training, e-learning, and structured
on-the-job coaching

= The services were delivered at the
company's manufacturing
locations throughout the United

» Process scope: Curriculum
design, content development,
content management, content
delivery, registration,
invoicing/billing, learning logistics,
and vendor management

= Original deal was signed in 1980

s Contract size: Average US$20
million annually for the last three

successfully launch new vehicles States years

s Countries covered: United States,
Canada, and Mexico

s Mumber of learners covered: 500
to 1,000 per launching

manufacturing plant

v

Results achieved

» Achieved ongoing annual savings of US$3.2 million
» Created US$750,000 in savings for one plant's vehicle launch by reducing equipment training time
= Reduced the course development time by 40 percent, equaling US$4 million/year

Source: Everest Research Institute (2008)
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Additional HRO research recommendations "

The recommended documents either provide additional details on the topic or complementary content which RESEARCH INSTITUTE
may be of interest

1. Learning Services Outsourcing (LSO) — Supplier Profile Compendium (ERI-2008-3-R-0282); 2008. The compendium
provides an accurate, comprehensive, fact-based snapshots of 11 suppliers in the LSO market. Further, it provides key findings
of the research on the LSO market and identifies the key implications for stakeholders

2. HRO Benchmarks — Scope, Pricing, and Quality (ERI-2007-3-R-0167); 2007. Based on in-depth interviews and data collected
from senior governance teams of HRO buyers, this report identifies the definitions, metrics, and measures overall and within
specific HRO process areas, including ‘Learning’, that facilitate optimal realization of the desired outcomes of HRO

3. Global HRO Supplier Landscape (ERI-2007-3-R-0221); 2007. This research analyzes global 2007 HRO supplier landscape,
investigates the emerging supplier trends, and assesses supplier delivery capability across scale, scope, technology, and
delivery footprint. The report also profiles key HRO suppliers

4. Gathering Momentum: Mid-Market HRO (ERI-2008-3-R-0266); 2008. This research traces the growth of mid-market segment,
and examines the factors that make it attractive for suppliers. Further, it compares the transaction characteristics of the 3K-15K
employees segment and the >15K employees segment, and analyzes the changing market dynamics in the mid-market. It also
identifies the key implications of the research findings for buyers and suppliers in the mid-market

For more information on this and other research published by the Everest Research
Institute, please contact us:

Monica Barron, Vice President: mbarron@everestgrp.com
Rajesh Ranjan, Research Director: rranjan@everestgrp.com
Sudhanshu Saxena, Research Analyst: ssaxena@everestgrp.com
HRO Team: HROresearch@everestgrp.com

Everest Research Institute

Two Galleria Tower

13455 Noel Road, Suite 2100 Phone: +1-214-451-3110

Dallas, TX 75240 Email: info@everestresearchinstitute.com
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Get the answers today that lead to tomorrow’s
success

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.

Everest Research Institute Everest India

Two Galleria Tower Ground Floor, Tower A
13455 Noel Road, Suite 2100 Unitech Business Park
Dallas, TX 75240 South City - I, Gurgaon
U.S.A. National Capital Region
+1-214-451-3110 India 122001
WwWWw.everestresearchinstitute.com +91-124-304-1000
info@everestresearchinstitute.com

Everest Australasia
Level 6, 90 Mount Street
North Sydney,

NSW 2060

Australia
+61-3-9833-1018

Everest Group

150 E., 52" Street, 16t Floor
New York, NY 10022

U.S.A

+1-646-805-4000

Everest Canada Everest UK Everest Netherlands & Continental Europe Everest Australia
The Exchange Tower 18t Floor, Accurist House Atrium Building 3" Floor 409a Wattletree Road
130 King Street West, 44 Baker Street Strawinskylaan 3051 East Malvern

Suite 1800 London, W1U 7AL 1007 ZzX Amsterdam Melbourne, VIC 3145
Toronto, ON United Kingdom Netherlands Australia

Canada M5X 1E3 +44-870-770-0270 +31-20-301-2138 +61-3-9509-3933

+1-416-865-2033
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