
 

 

 

  

  

Press release 
 
DALLAS July 15, 2008 – More new contracts for outsourced finance and 
accounting services are including management reporting and analytics, but 
outsourcing buyers continue to focus on transactional, ‘phase-in’ 
approaches for accounts payable, accounts receivable and general 
accounting services, according to the Everest Research Institute’s study of 
Finance and Accounting Outsourcing (FAO) contracts. 
 
The Institute’s study, FAO Contract Characteristics, identifies and 
documents the evolving FAO contract characteristics along the following 
parameters: 
 

• Contract profiles: size and terms of FAO contracts  
• Solution design: process scope, offshoring, and technology trends  
• Contract agreement: pricing structures, service levels, and people 

transition  
 
The increased preference for a ‘phased approach’ of F&A services and the 
rising influence of the middle market buyer group has resulted in a steady 
decline of contract and engagement sizes in FAO contracts, according to 
the Institute. Average contracts are about US$54 million in total contract 
value (TCV) with a term of 5-7 years, and more than US$5 billion in 
contracts are up for renewal over the next three years. 
 
“Buyers of outsourced finance and accounting services have a broader 
range of solutions in a maturing market offering a diversity of suppliers, 
delivery locations, technology solutions, geographic coverage and industry-
focused solutions,” said Katrina Menzigian, Vice President, Everest 
Research Institute. “Stabilized FTE-based contracting models present 
buyers with engagement approaches that are well established and 
understood; however, transaction-based contract models are evolving and 
best suited for engagements for which inputs, outputs and dependencies 
are already understood.” 
 
FTE-based pricing remains the dominant model, but business-impact 
pricing is showing signs of increasing, according to Saurabh Gupta, 
Research Director, Everest Research Institute and co-author of the report. 
 
“Interest in utilizing business-impact pricing along with a base fee is also 
rising,” said Gupta. “FAO metrics generally tend to focus on timeliness and 
accuracy, however, the focus of service levels is shifting from diagnostic 
metrics to business-oriented metrics. As the FAO market continues to 
evolve, contracts will evolve and change in tandem; therefore, it’s important 
that buyers understand the opportunities and associated risks of the 
differing contract models in order to make an informed decision.” 
 
“With different pricing models gaining some traction in the marketplace, 
FAO buyers should educate themselves on the benefits and challenges 
associated with each type,” pointed out Menzigian. “In some cases, a 
single deal may warrant more than one pricing model.” 
 
“Buyers should also be knowledgeable about the supplier landscape in 
order to understand the strategic objectives of the different suppliers,” said 
Gupta. “Some suppliers are looking for ‘smart deals,’ others for ‘growth 
accounts,’ while others are looking for ‘anchor accounts.’ It’s important the 
buyer have a strong sense about how each supplier would perceive its 
relationship with the buyer’s organization.” 
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To read more about the findings of the FAO Contract Characteristics, an extract of the report is available at 
www.everestresearchinstitute.com. To purchase the report or receive more information about other research 
services, please e-mail info@everestresearchinstitute.com or call +1-214-451-3110.  

  

  
 

  

About Everest Research Institute 
 
Everest Research Institute serves as a central source of independent and objective strategic intelligence, 
analysis, and actionable insight for leading corporations, service providers, and investors in the global 
outsourcing and offshoring marketplace. The Institute addresses both business process and information 
technology sourcing topics, providing the global outsourcing and offshoring community with information that 
empowers highly productive, sustainable sourcing strategies and relationships. The Institute’s distinguished 
Board of Advisors, senior executives, and thought leaders oversee the Institute’s research agenda to ensure 
that it fully supports the business needs of corporations, service providers, and investors.  
 
Everest Research Institute members receive access to unparalleled analytical and advisory services, including 
access to Everest analysts, in-depth reports on major outsourcing and offshoring topics, whitepapers on 
market-shaping events, and webinars designed to provide insight and information about important market 
trends. The Institute’s wealth of knowledge and experience provides members with unique perspectives into 
today’s marketplace and the competitive edge required to take advantage of emerging opportunities. 
 
Everest Group is a global operational strategy consulting firm with offices in such leading business centers as 
Dallas; Gurgaon, India; London; Amsterdam; New York; Toronto and Melbourne. An industry leader since 1991 
when we created the sourcing consulting category, Everest Group has earned a worldwide reputation for 
ongoing innovation as we help clients achieve maximum value from their operations, which includes sourcing 
strategy and implementation. Everest created the Everest Research Institute as the central source of industry 
information. Please visit www.everestgrp.com and www.everestresearchinstitute.com for more information. 
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