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Background and methodology of the research

Background of the research
There are some major shifts taking place in the 11-year old multi-process Human Resource Outsourcing 
(HRO) market. While the fundamental drivers behind outsourcing multiple human resources processes 
are still strong, the ways and means to achieve them are changing. In a challenging economic 
environment, buyers are looking to reduce their direct and indirect cost in the shortest time possible. 
Existing suppliers continue to refine their strategy to serve their clients profitably while new suppliers are 
eyeing underserved areas

In this backdrop, this report provides comprehensive coverage of the global HRO market including 
detailed analyses on


 

Market size and buyer adoption


 

Transaction characteristics and value proposition


 

Supplier landscape

The scope and methodology of this report includes


 

Third-party HRO deals; it does not include shared services or captives


 

Multi-process HRO deals with a minimum of three HR processes and servicing more than 3,000 
employees



 

All multi-process HRO deals signed as of July 2008


 

Focused interviews with HRO suppliers and buyers
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Overview and abbreviated summary of key messages 
(page 1 of 2)



 

The multi-process HRO market slowed down in 2008, and we estimate it 
will reach US$2.9 billion by the end of the year, in terms of ACV. 



 

In a slowing economy, buyers prefer a componentized model over a 
wide-scope transformation model. An “offshore-led” lift-and-shift model is 
coming into play for buyers looking for early cost savings



 

Transaction-intensive processes continue to be most frequently included 
in HRO deals, though the inclusion of benefits administration declined in 
deals signed since 2006. Within existing deals, judgment-intensive 
processes are de-scoped more frequently while transaction-intensive 
processes are more likely to be added 



 

The average contract duration (three-year trailing average) has come 
down in the last eighteen months to reach 6.3 years

This report will assist key stakeholders (i.e., buyers, suppliers, and technology providers) understand the 
changing dynamics of the HRO market and will help them identify value creation opportunities as well as 
identify potential risks involved. It examines the global 2008 HRO market and provides insights, detailed 
analyses and implications for stakeholders along three key dimensions: market size and buyer adoption; 
transaction characteristics and value proposition; and supplier landscape 

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

Market size and 
buyer adoption

Transaction 
characteristics and 
value proposition
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Variable price and base cost plus variable price are the predominant 
pricing structures with the former preferred in the mid-market and the 
later in the large market. Variable pricing structure is increasing in use 
across both the market segments



 

In the last 12 months, all key offshoring regions grew, both in terms of 
number of suppliers and FTEs, with India growing the fastest. The extent 
of offshoring varies across industry and buyer segment



 

The HRO supplier landscape continues to evolve with consolidation and 
withdrawal on one hand and entry of new suppliers on the other hand



 

Suppliers have specialized across four dimensions: buyer segments 
(large market vs. mid-market focus), technology (technology platform 
agnostic vs. technology platform aligned), geography (global vs. regional 
focus), and deal scope (small-scope deal vs. large-scope deal 
preference)

Overview and abbreviated summary of key messages 
(page 2 of 2)

Transaction 
characteristics and 
value proposition

Supplier landscape
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This study offers three distinct chapters providing a deep 
dive into key aspects of the global HRO market; below are 
four charts to illustrate the depth of the report ILLUSTRATIVE

Source: Everest Research Institute (2008)

Average HRO transaction size
2000-July 2008; US$ million, three-year trailing average

Increase in average TCV due to
inclusion of mega HRO deals 

XX
XXXXXX

XXXXXXXX

XX
XX

XXXX

XX

2000 2001 2002 2003 2004 2005 2006 2007 July 2008

XX%

XX%

Frequency of inclusion of processes within HRO transactions
Percentage

Employee data mgmt./HRIS
Payroll

Benefits
Compensation

Recruiting and selection
Learning

Performance management

Regulatory and compliance

HR strategy
Employee relations

Global mobility

Employee contact center

Cumulative until 2005 2006-July 2008

XX
XX

XX
XX

XX
XX

XX
XX

XX
XX

XX
XX

XX
XX

XX
XX

XX
XX

XX
XX

XX
XX

XX
XX

Base cost plus 
variable price

Variable price

Fixed base plus

Fixed price

XX XX100% = 

3K-15K employees segment >15K employees segment

XX

XX

XX

XX

XX

XX

XX

XX

XX

XX

XX

XX

XX

XX

XX

XX

Pricing structures used within different buyer segments
Percentage

G
eo

gr
ap

hi
c 

sc
op

e

Local

Global

Process scope
Small scope Large scope

I

Supplier K

Supplier H Supplier J

Supplier D

Supplier I

Supplier E

Supplier A

Supplier G

Supplier N

Supplier R
Supplier Q
Supplier P

Supplier M

Supplier T

Supplier O

Preferred scope of HRO deals based on supplier current strategy

Supplier L

Wide-scope 
transformation

Componentized

Lift -and-shift

HRO models 
supported

Supplier B

Supplier C

Supplier S



8
Copyright © 2008, Everest Global, Inc.

ERI-2008-3-PD-0308

8

Additional HRO research recommendations

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

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

1. HRO Annual Report 2007 (ERI-2006-3-R-0220); 2007. This report provides comprehensive coverage of the global 2007 HRO 
market including detailed analyses on market size, buyer adoption, and transaction characteristics with an overview of supplier 
landscape. It also summarizes the key insights and implications for the stakeholders

2. Pan-European HRO Market (ERI-2008-3-R-0249a); 2008. This report examines the Pan-European HRO market and provides 
insights, detailed analyses and implications for stakeholders along four key dimensions: market size and trends, market 
segments, transaction characteristics, and supplier landscape and delivery capabilities. Each dimension is discussed in detail 
(and illustrated with supporting data and analysis) to provide the reader information in easy-to-apply, bite-size pieces

3. Learning Services Outsourcing (ERI-2008-3-R-0276); 2008. This report analyzes the LSO market and provides insights, 
detailed analyses, case studies, and implications for stakeholders along four key dimensions: market overview and key business 
drivers, buyer adoption, transaction characteristics, and supplier landscape 

4. 2008 Global HRO Supplier Landscape (ERI-2008-3-R-0309); (To be published in December 2008). This research analyzes 
global 2008 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

Phone: +1-214-451-3110
Email: info@everestresearchinstitute.com

Everest Research Institute
Two Galleria Tower
13455 Noel Road, Suite 2100
Dallas, TX 75240



9
Copyright © 2008, Everest Global, Inc.

ERI-2008-3-PD-0308

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
Two Galleria Tower
13455 Noel Road, Suite 2100
Dallas, TX 75240
U.S.A.
+1-214-451-3110
www.everestresearchinstitute.com
info@everestresearchinstitute.com
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