
 

HR outsourcing the next big thing  
 

The  Yankee  G roup  a  US  r e sea r ch  and  
con su l t i ng  f i rm ,  e s t ima t e s  t ha t  t he  

wo r l dw i d e  HR  ou t sou r c i ng  s e r v i c e s  (HRO)  
ma rke t  w i l l  g row  t o  $80  b i l l i on  by  2008 ,  
a t  c ompounded  annua l  g rowth  o f  12  pe r  
c en t ,  w i t h  n on - co re  t ran sac t i ona l  du t i e s  

su ch  a s  pay ro l l  and  bene f i t s  
adm in i s t r a t i on  i n c r ea s i ng l y  ou t sou r ced  
(pa r t i cu l a r l y  i n  t he  US )  ra t h e r  t han  
c ondu c t ed  i n -hou se .   

 
Ke l l y  HR f i r s t ,  t h e  s t a f f i ng  a l t e rn a t i ve s  
bus i ne s s  un i t  o f  emp l oymen t  s e r v i c es  

f i rm  Ke l l y  Se rv i c e s ,  r e ckon s  t ha t  abou t  
85  p e r  c en t  o f  a l l  US  bu s i ne sse s  
ou t sou r ce  a t  l e a s t  a  po r t i on  o f  t h e i r  HR  
fun c t i on s .  

 
Co s t  sa v i ngs  and  e f f i c i en cy  ga i n s  r eaped  
th r ough  HRO se r v i ce s ,  K e l l y  HR f i r s t  

po i n t s  ou t  i n  a  r epo r t ,  have  paved  the  
way  f o r  bu s i ne s se s  t o  i n c r ea se  t h e i r  u se  
o f  r e c ru i tmen t  p r oce s s  ou t sou r c i ng  
(RPO) ,  a  " rap i d l y  emerg i ng  and  h i gh -

demand  sub se t  o f  HRO . "   
 
Th e  r ec ru i tmen t  c on su l t ancy  E l i x i r  Web  
So l u t i on s  e s t ima t e s  t ha t  t h e  RPO subse t -

-  c omp r i s i ng  t h e  en t i r e  r ec ru i tmen t  
cy c l e ,  f r om need s  a s se ssmen t  t o  
s ou rc i ng ,  s c r een i ng ,  and  i n t e r v i ew i ng  

cand i da te s ,  and  h i r i ng - -  w i l l  a c coun t  f o r  
$30  b i l l i on  o f  t h e  HRO  marke t  b y  2008 .  
 
How much  o f  t h i s  bus i ne s s  ha s  c ome  

Ind i a ' s  way ,  and  how much  o f  i t  can  
In d i a  expec t  t o  w i n  i n  t he  yea r s  ahead ,  
g i ven  t h e  s ca l e  on  wh i ch  o f f  sh o r i ng  i s  

t ak i ng  p l a ce?  

Gau tam S i nha ,  CEO o f  t h e  Banga l o r e -

based  IT  r e c ru i t i ng  f i rm  TVA  In f o t e ch ,  
po i n t s  ou t  t ha t  w i t h i n  t he  Ind i an  marke t ,  
t he  t o t a l  annua l  s pend  on  r e c ru i tmen t  i s  

R s  700  -  800  c r o r e  (R s  b i l l i on ) - -  s o  t h i s  
can  t h eo re t i ca l l y  be  c on s i d e r ed  t he  
po t en t i a l  s i z e  o f  t he  RPO bus i n es s  ( and  
RPO i s  on l y  a  sub se t  o f  HRO)  t ha t  c an  b e  
gene ra t ed  f r om  l o ca l l y -ba sed  c ompan i es .  

Then  th e re  i s  o f f  sh o r i ng .  O f  t h e  $3 .6  
b i l l i on  i n  revenues  t ha t  In d i an  c ompan i es  
ea rn ed  f r om IT - enab l ed  s e rv i c e s  i n  2004 ,  
on l y  2  p e r  c en t  o r  s ome $70  m i l l i on  were  
f rom HRO se r v i c es .   

Bu t  t h e  p o t en t i a l  i s  i nd i ca t ed  by  
s eve ra l  f a c t o r s :  l a rg e  g l oba l  p l aye rs  

su ch  a s  F i d e l i t y ,  Exu l t  and  Hew i t t  have  
s e t  up  ope ra t i on s  i n  Ind i a  ( t h e re  a r e  
a l so  o t h e r s  su ch  a s  Hyde rabad -based  
Kenexa  Ind i a ,  Banga l o r e -ba sed  TVA  

In f o t e ch ,  and  Chenna i -based  Secova  
eSe rv i c e s ) ;  a  Na s s com-McK i n sey  r epo r t  
has  p r o j e c t ed  t ha t  Ind i an  f i rms '  
r evenues  f r om HRO w i l l  i n c rea se  t o  

$3 .5  b i l l i on  by  2008 ,  wh i l e  Ga r tne r  
t h i nks  Ind i a  c an  expec t  t o  w i n  10 -15  
pe r  c en t  o f  t h e  US  HRO se r v i ce s  

ma rke t ;  and  f i na l l y ,  on l y  6  p e r  c en t  o f  
US  HR  spend  i s  o f f  sh o red ,  a  f i gu r e  
t ha t  i s  c e r t a i n  t o  r i s e .  
 

Raghuv i r  S aku ru ,  manag i ng  d i r ec t o r  o f  
t he  US-owned  Kenexa  Ind i a ,  a  p r ov i de r  
o f  ou t sou rced  HR  se rv i c e s ,  sa y s  20 -30  

pe r  c en t  o f  t h e  n on - cu s t omer  i n t e r f a ce  
fun c t i on s  s egmen t  o f  t h e  HRO p i e  can  
be  o f f  sh o red ,  and  Ind i a  can  h ope  t o  
w i n  a  subs tan t i a l  sha re  o f  t h i s .  K enexa  

Ind i a ,  h e  sa y s ,  a c coun t s  f o r  10 -15  p e r  
c en t  o f  t h e  RPO bus i ne s s  d one  b y  i t s  
US  pa ren t  c ompany .  
 

S i nha  no t e s  t ha t  HR  ou t sou r c i ng  has  
c e r t a i n l y  b egun  i n  Ind i a  - -  p ay ro l l  and  
bene f i t s  adm in i s t ra t i on  has  b een  f o r  

s ome t ime ,  a s  ha s  t r a i n i ng .  
Rec ru i tmen t  ha s  n o t  y e t  been  
ou t sou r ced  on  any  s i gn i f i can t  s c a l e ,  
e xcep t  f o r  modes t  chunks - -  t h e  r i s k  

i nvo l v ed  ( a r i s i ng  f r om  th e  n eed  f o r  
c on f i d en t i a l i t y )  p r even t s  c ompan i es  
f rom do i ng  mo re  r e c ru i tmen t  

ou t sou r c i ng .   
 
Th e  a spec t s  o f  HR  tha t  a r e  mos t  
amenab l e  t o  ou t sou r c i ng ,  S i nha  s ay s ,  

w i l l  be  pay ro l l  and  b ene f i t s  
adm in i s t r a t i on ;  he l p  l i n es  and  the  
answe r i ng  o f  que r i e s  r e l a t i ng  t o  HR  
po l i c i e s ;  r e c ru i tmen t  by  l a rg e  h i r e r s ;  

t ra i n i ng ;  and  p e r f o rmance  app ra i s a l .  
He  b e l i eve s  t h a t  t he  c o r e  HR  p ro ce s ses  
- -  su ch  a s  ca r ee r  d eve l opmen t ,  f o r  

examp l e  - -  "w i l l  and  shou l d  b e  r e t a i ned  
i n -house . "   
In  s ome l a rg e  s o f twa re  c ompan i e s  t ha t  
h i r e  i n  t he  t en s  o f  t housand s  eve ry  

yea r ,  h e  n o t e s ,  t he r e  i s  s t i l l  a  deba t e  
on  whethe r  r e c ru i t i ng  i s  a  s t ra t eg i c  
f un c t i on  o r  can  b e  ou t sou r ced .   

 



 

HR outsourcing the next big thing  
 

Adds  Saku ru :  "Th ree  o r  f ou r  y ea r s  back  
c ompan i e s  n eve r  r ea l i z ed  t h e  n eed  f o r  

au t oma ted  p ro ce s ses .  Now th ey  do ,  s i n ce  
t hey  a r e  r e c ru i t i ng  i n  t h e  t h ou sands .  And  
the re  a r e  a l s o  c ompan i e s  t ha t  o f f e r  
au t oma ted  s o l u t i on s . "  F i ve  yea rs  f r om  

now,  h e  say s ,  " I t  w i l l  be  a  c omp l e t e l y  
d i f f e r en t  l and s cape . "   
 
Howeve r ,  S i nha  l i s t s  two  p rob l ems  

as so c i a t ed  w i t h  HR  ou t sou r c i ng ,  wh i ch  
a c t  a s  ob s ta c l e s  t o  t h e  t r end  ga th e r i ng  
momen tum:  "F i r s t ,  ou t sou r c i ng  i s  

a s so c i a t ed  w i t h  l ayo f f s - -  wh i ch  Ind i an  
s oc i e t y  i s  n o t  y e t  r eady  f o r ,  b ecau se  o f  
t he  s t i gma  as so c i a t ed  w i t h  b e i ng  l a i d  
o f f .  S e cond ,  p eop l e  who  a r e  i n  t h e  

sy s t em shou l d  b e  comfo r t ab l e  w i t h  t he  
i dea  o f  n o t  h av i ng  d i r ec t  c on t r o l  ove r  
t he  HR  p ro ces s .  Th i s  i s  no t  ye t  

happen i ng  i n  In d i a ,  b ecau se  i nd i v i dua l s  
t end  t o  measu re  t h e i r  p r o f e s s i ona l  
p r owes s  b y  t h e  numbe r  o f  p eop l e  who  
r epo r t  t o  t h em . "  

 
O f  a l l  ove rs ea s  ma rke t s ,  a c co rd i ng  t o  t h e  
Ke l l y  r epo r t ,  I nd i a  ho l d s  t h e  g r ea t es t  
p r om i se  b e cau se  i t  i s  e xpe r i enc i ng  rap i d  

g r owth  i n  t he  j ob  ma rke t  a c r o s s  many  
i ndus t r i e s .   
 

I t  n eed s  R&D t a l en t  i n  t h e  au t omot i v e  
i ndus t r y ,  m i dd l e  and  s en i o r - l eve l  
manage r s ,  eng i nee r s ,  MBAs ,  wo rke r s  i n  
n i che  i ndus t r i e s  ( su ch  a s  b i o t e ch  and  IT  

p r odu c t  d eve l opmen t ) ,  and  Eng l i sh -
speak i ng  emp l oyees  f o r  r e t a i l  and  c a l l  
c en t r e  j ob s .  I ndeed ,  t h e  emp l oymen t  

boom  i s  c r ea t i ng  a  t a l en t  sh o r t age  
 
In  r ea l i t y ,  h oweve r ,  Ind i an  f i rms ,  sa y s  
Ke l l y ,  g enera l l y  f e e l  t ha t  i t  i s  mo re  

e conom i ca l  t o  manage  HR  fun c t i on s  
i n t e rn a l l y .  Th e re  i s  a l so  d i s t ru s t  c aused  
by  subs tanda rd  d e l i ve rab l e s  by  vendo r s  
i n  t he  pa s t .  F i na l l y ,  t h e r e  i s  a l s o  c once rn  

abou t  ma i n ta i n i ng  t he  c on f i d en t i a l i t y  o f  
da ta  and  co rpo ra t e  s e cu r i t y .   
 

 
 

T o  d a t e ,  HRO  and  RPO a r e  g r ow i ng  
f a s t e r  i n  t he  Un i t ed  S ta t e s  t han  i n  any  

o th e r  g l oba l  marke t .  Th i s ,  s ay s  Ke l l y  
Se rv i c e s ,  i s  e xp l a i ned  by  changes  i n  
l abo r  supp l y  and  demand  th a t  t oday ' s  
HR  depa r tmen t s  a r e  i l l - equ i pped  t o  

k eep  up  w i t h .   
 
Wo rke r s  have  r edu ced  company  
l oya l t y ,  g r ea t e r  expec ta t i on s  f r om  

the i r  j obs ,  a nd  wan t  t o  manage  th e i r  
own  ca r ee r s .  S i gn i f i can t l y ,  t h e se  ve r y  
changes  a r e  rap i d l y  t ak i ng  p l a ce  i n  

In d i a  t oo .  
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