
Jeffrey Brundage, executive vice president for
human resources at American Airlines, looked for
a single vendor to take over HR administration for
the company’s 86,000 employees. But he couldn’t
find one. 

“We wanted to work with one vendor, but no sin-
gle supplier showed any interest in what we want-
ed to do,” he says. Instead, American signed a 7½-
year, $217 million human resources outsourcing
agreement with IBM and Mercer in March 2007.

Large-market multi-process HRO is now 10
years old, but the number of vendors serving com-
panies with more than 15,000 employees is limit-

ed. Five vendors control 76 percent of the market
and 10 hold 92 percent, according to Everest
Group. The global market for total HRO hit $31
billion in 2007 and should reach $50 billion in
2010, with a compound annual growth rate of 12
percent, according to Kennedy Information.

Although the business case for large-market
deals is compelling, the viability of single-vendor
end-to-end HRO for Fortune 500 companies re-
mains an open question. As the experience at
American Airlines indicates, HR executives may
want a single HRO vendor, but they might have to
settle for a consortium approach.

The business case for human resources outsourcing remains strong, but doubts linger about the ability of

any one supplier to manage big end-to-end HRO deals. Stories by Fay Hansen � Infographic by Gonzalo Hernández
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SAVINGS FROM OFFSHORING
Estimated Fortune 500 labor cost savings in billions
from offshoring processes by moving them overseas
or transforming them to optimize efficiency and then
moving them, 2007. 

FINANCE
Lift and shift  . . . . . . . $16.1B
Transform  . . . . . . . . . $36.6B
Transform and shift . . $42.2B

PROCUREMENT
Lift and shift  . . . . . . . . $5.0B
Transform  . . . . . . . . . . $7.4B
Transform and shift . . $11.5B

HUMAN RESOURCES
Lift and shift  . . . . . . . . $7.8B
Transform  . . . . . . . . . . $9.8B
Transform and shift . . $15.5B

TOTAL FOR FORTUNE 500
Lift and shift . . . . . . . . . $58.1 billion
Transform  . . . . . . . . . . $55.2 billion
Transform and shift  . . . $91.1 billion

TOTAL FOR A TYPICAL
FORTUNE 500 COMPANY
Lift and shift . . . . . . . . $116.2 million
Transform  . . . . . . . . . $110.4 million
Transform and shift  . . $182.3 million

Note: The Hackett Group defines “lift and shift” as moving back-office
processes overseas without first improving them. To “transform” process-
es entails redesigning, documenting and automating them for maximum
efficiency. “Transform and shift” entails transforming processes first and
then offshoring them for additional efficiencies and cost savings.

Source: The Hackett Group (www.thehackettgroup.com)

INFORMATION
TECHNOLOGY
Lift and shift  . . . . . . . $29.3B
Transform  . . . . . . . . . . $1.4B
Transform and shift . . $22.0B

An American Airlines ticket agent
helps a traveler at Dallas/Fort Worth
International Airport.
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