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Background of the research

Benefits Administration Outsourcing (BAO) is one of the most mature markets within single-process HR
outsourcing (SPHRO) that continues to show robust growth even in the economic downturn. However, the
maturity of the market varies significantly across different regions and benefits programs. Regions outside North
America, though still in the early phases of market development, have started opening up to BAO to realize
multiple objectives. From a supplier perspective, the competitive intensity is intense, especially in a mature
market such as the United States. Established suppliers are trying to increase their market share and build new
capabilities through various organic and inorganic routes. At the same time, some new suppliers are still
entering the marketplace with new delivery and technology models.

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

Buyer adoption trends

Current transaction characteristics

Supplier landscape

Implications for buyers and suppliers

The scope of analysis includes

= All BAO contracts where at least one of the following core benefits area is included — Health & Welfare
(H&W), Defined Benefits (DB), and Defined Contribution (DC)

= The BAO contract is at least two years in contract length

= The buyer employee size is 3,000 or more

= Suppliers that offer benefits as a stand-alone outsourcing service

Note: In mid 2010, ACS and ADP announced their acquisitions of ExcellerateHRO and Workscape, respectively. In addition, AON and Hewitt
announced of their merger in July 2010. As these transactions are still subject to regulatory approvals, we treat all six companies as
separate entities for all the analyses in this report
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This research report provides a comprehensive coverage of the BAO market and analyzes it across
various dimensions such as market overview and key business drivers, buyer adoption trends,
transaction characteristics, and supplier landscape. It also identifies key implications of the research
findings for buyers as well as suppliers.

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

Market overview = Compared to other areas of HR outsourcing, the BAO market exhibits wide

and key business variance in market maturity across different regions

drivers = Prevalence of outsourcing of core benefit areas varies by geography. DC is
most prevalent from a global perspective

= The global BAO market is ~US$ 5 billion in size

= There are multiple key drivers behind BAO; cost reduction and compliance
gained prominence in the current economic environment

Buyer adoption = North America is the most dominant adopter of BAO. However, during 2009-10

trends adoption within Europe increased

= Technology is bundled in almost all BAO deals. Inclusion of contact center and
vendor management varies based on the core benefits area in scope

= Manufacturing and Financial Services lead the BAO adoption, similar to the
trend in the MPHRO market

= The mid-market accounts for almost 70% of the BAO deals signed to date.
Scope of BAO deals varies by buyer segment
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Current = Technology is bundled in almost all BAO deals. Inclusion of contact center
transaction and vendor management varies based on the core benefits area in scope
characteristics = BAO has a higher global sourcing adoption compared to other SPHRO areas.
More than 60% of the BAO deals signed during 2007-2010 have some
offshoring component, and the extent of offshoring in BAO is further set to

increase
Supplier = The BAO supplier landscape remains dynamic. A wave of consolidation
Landscape continues in the market as several significant acquisitions were announced in
2010

= Most of the suppliers have a local/regional focus to cover North America.
There are very few global suppliers in the market

= No single supplier leads the market across multiple BAO areas. Leaders,
based on share in terms of deal signings or participants managed, across
various benefits areas are different
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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

1. BAO Supplier Landscape — Supplier Profile Compendium (ERI-2010-3-R-0446); 2010. The compendium provides an
accurate, comprehensive, fact-based snapshots of 10 leading suppliers in the BAO market. Further, it provides key findings of
the research on the RPO market and identifies key implications for stakeholders

2. Global HRO Supplier Landscape (ERI-2010-3-R-0409); 2010. This research analyzes global 2009 MPHRO supplier
landscape, investigates the emerging supplier trends, showcases the supplier shares in various market segments, assesses
supplier delivery capability along key dimensions, and categorizes suppliers as leaders, major contenders, and emerging players

3. HRO Annual Report 2010 (ERI-2010-3-R-0403a); 2010. This report provides comprehensive coverage of the global MPHRO
market including detailed analysis on market size and growth, buyer adoption trends, transaction characteristics, and supplier
landscape. This report will assist key stakeholders (buyers, suppliers, technology providers) understand the changing dynamics
of the MPHRO market and help them identify the trends and outlook for 2010

4. RPO - Moving Beyond the Pioneer Stage (ERI-2009-3-R-0377); 2009. This research report provides a comprehensive
coverage of the RPO market and analyzes it across various dimensions such as market overview and key business drivers,
buyer adoption, solution and transaction characteristics, and supplier landscape. It also provides six brief case examples and
three comprehensive case studies on successful RPO partnerships in the market

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

Rajesh Ranjan, Research Director: rranjan@everestgrp.com
Sudhanshu Saxena, Senior Research Analyst: ssaxena@everestgrp.com

Ritu Sharma, Research Analyst: ritu.sharma@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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Everest 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
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13455 Noel Road, Suite 2100 Unitech Business Park
Dallas, TX 75240 South City - |, Gurgaon

’ National Capital Region
India 122001

US.A.
+91-124-496-1000

+1-214-451-3110
www.everestresearchinstitute.com
info@everestresearchinstitute.com

Everest Australasia
409a Wattletree Road
East Malvern

Everest Group
150 E., 52" Street, 16" Floor

New York, NY 10022 VIC 3145

US.A. Australia
+1-646-805-4000 +61-3-9509-3933
Everest Canada Everest UK Everest Netherlands & Continental Europe Everest Australia

The Exchange Tower 1st Floor, Accurist House Atrium Building 3" Floor Level 6, 90 Mount Street
130 King Street West, 44 Baker Street Strawinskylaan 3051 North Sydney

Suite 1800 London, W1U 7AL 1007 ZX Amsterdam NSW 2060

Toronto, ON United Kingdom Netherlands Australia

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