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Introduction
KPMG 2017 global REFM outsourcing
Pulse survey
KPMG LLP (KPMG) is pleased to release the findings
from the 2017 edition of the global REFM outsourcing
Pulse survey. The REFM outsourcing Pulse survey is
a member of the KPMG Pulse family of surveys that
provide insights into trends and projections in end-user
organizations’ usage of global business services (GBS),
shared services, outsourcing, and third-party business
and information technology (IT) services.

Demographics
One hundred sixty-seven respondents were surveyed for
this market study in the 4th quarter of 2016. Forty percent
of respondents were from end-user buyer organizations
currently utilizing or in the active process of undertaking
REFM outsourcing. Forty-seven percent of respondents were
from third-party providers of outsourcing and related REFM
services, and the remainder were respondents from law and
sourcing advisory firms advising end-user organizations on
REFM outsourcing efforts. For the purposes of this paper,

Respondents by industry
17%

This collective research program focuses on GBS market trends and
examines related key topics such as cloud computing and human
resources transformation and vertical industry business trends.
The findings from the REFM outsourcing Pulse are gleaned from
end-user organizations that are actively exploring or undertaking
REFM outsourcing efforts, leading REFM global business and IT
service providers, and third-party legal counsel and sourcing advisors
supporting clients’ REFM outsourcing efforts.
Since their inception in 2004, the Pulse surveys have yielded insightful
analyses of current and ongoing market trends in the use, deployment,
and global delivery of business and IT services. They capture changes
in demand, usage levels, future adoption plans, and related key market
indicators. They highlight the changes, and direction of change, in the
GBS and outsourcing markets as a whole. The surveys focus on where
the market is going and how that direction is changing—or not—as
compared to prior quarters and years.
KPMG conducts the global REFM outsourcing Pulse survey on an
annual basis. Topics explored in this edition of the REFM outsourcing
Pulse include the following:
—— Current REFM outsourcing market trends, conditions, and
demand levels
—— Top drivers and challenges for REFM process improvement and
outsourcing efforts
—— REFM market characteristics on topics such as top priorities,
service delivery models, and space utilization plans
—— Global REFM sourcing, governance, and management models
—— REFM outsourcing deal attributes.
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the responses from third-party service providers and advisors
(SPAs) are combined. Forty-six percent of respondents polled
are involved with REFM activities in the U.S. market, with
26 percent of total respondents operating or supporting
global REFM efforts, and the balance operating in the Europe,
Middle East, and Africa (EMEA) and Asia-Pacific regions.
Figure 1 illustrates the industry and geographic distribution of
the total respondent base. All major REFM service providers
are represented in the results.

Banking,
financial
services,
insurance

15%
Healthcare

11%

Pharma/
Biotech

Manufacturing

8%

8%

CPG, food˛
and
beverage,˛
retail,
wholesale

7% 6%
Real estate

28%
Gov’t (fed,
state, local),
education/
nonprofit

All others

Respondents by geography
26%
Global

52%

13%

Americas

Questions or comments regarding this report and
the KPMG Pulse survey program should be directed
to Stan Lepeak, director, Global Research, KPMG
Management Consulting, at slepeak@kpmg.com or
203-458-0677.

EMEA

Asia-Pacific

Figure 1 | Respondents by geography and industry
Source: KPMG 2017 Global REFM Outsourcing Pulse Survey (Survey
conducted September 2016)
*Numbers might not add up to 100 percent due to rounding and
multiple selections.

The KPMG executive sponsors for the REFM outsourcing Pulse research program are:
Patrice Gilles
KPMG’s REFM Advisory
Practice
Managing Director
T: 214-840-6978
E: pgilles@kpmg.com

18%

Doug Burr
KPMG’s REFM Advisory
Practice
Director
T: 925-895-4747
E: dburr@kpmg.com

© 2017 KPMG LLP, a Delaware limited liability partnership and the U.S. member firm of the KPMG network of
independent member firms affiliated with KPMG International Cooperative (“KPMG International”), a Swiss entity.
All rights reserved. NDPPS 660287

Clinton Fairbanks
KPMG’s REFM Advisory
Practice
Manager
T: 801-560-1767
E: cfairbanks@kpmg.com

Contents

© 2017 KPMG LLP, a Delaware limited liability partnership and the U.S. member firm of the KPMG network of
independent member firms affiliated with KPMG International Cooperative (“KPMG International”), a Swiss entity.
All rights reserved. NDPPS 660287

Management summary

1

Highlights

4

REFM market conditions and trends

6

Update on global sourcing

22

Current market deal characteristics

24

Learn more

28

© 2017 KPMG LLP, a Delaware limited liability partnership and the U.S. member firm of the KPMG network of
independent member firms affiliated with KPMG International Cooperative (“KPMG International”), a Swiss entity.
All rights reserved. NDPPS 660287

Management summary
The global REFM outsourcing market remains healthy and
continues to grow. A high number of end-user organizations
today, especially larger firms in western markets, have already
undertaken some level of REFM outsourcing, even if it has
been to outsource a few services (e.g., janitorial, cafeteria, and
amenities services). Leading organizations are moving more
and more to an Integrated Facilities Management model.
Self-performing REFM work with buyers remains more
common in emerging markets where the capabilities of the
marketplace may not be mature enough to outsource or
at small offices in all markets where most of the services
are provided by the landlord. Many large firms in mature
markets prefer to bundle their REFM services under the
fewest number of service providers and operate under
an integrated model to further reduce costs; drive
consistency; and improve governance, controls, service
level agreements (SLAs), key performance indicators
(KPIs), and performance reporting.
64%

Reduce operating costs (OpEx)
Improve process performance
Support business growth/expansion
agendas

27%

40%
38%

13%

Improve global delivery and operating
models

34%
31%

Gain economies of scale

34%
28%

Reduce future investment costs
(CapEx)

19%

Improve financial flexibility/create
more variable cost model

32%
31%

Gain access to external
skills/talent/resources
Redirect resources to more strategic
activities

32%

32%
36%

79%

The Americas and EMEA continue to remain the most
mature markets for an integrated REFM outsourcing
model, where many leading firms are now entering their
second- and third-generation contracts. However, as the
capabilities of REFM service providers expand, interested
in integrated outsourcing continues to grow.
While outsourcing is common in all industry sectors,
the sectors that continue to drive REFM outsourcing are
banking, financial services, insurance, healthcare, and
pharmaceutical/biotech.
In addition to looking for opportunities to outsource more
sites and services, many users of REFM outsourcing
services are assessing options to consolidate what
has been outsourced already under fewer providers or to
restructure the pricing of their current contracts to deliver
additional savings. Tactical REFM services (e.g., workplace
and facilities services, lease administration, facilities
management) remain the activities most commonly
outsourced. A growing number of service providers are
advancing their capabilities, enabling them to move up the
value chain in terms of services offered into areas such as
REFM strategy, planning and research, and development
support services. These service providers are focusing
on integrating existing business operations to provide
more high-value and strategic services (e.g., portfolio
strategy planning).

28%
17%
Buyers

Bundle and outsource increasing number of
individually contracted svcs, and outsource
key mgmt functions of svcs

3.21
3.68

Bundle individually contracted svcs, but retain
high-level mgmt functions of svcs

3.20
3.26

Bundle individually contracted svcs and
outsource key mgmt functions of svcs

3.00
3.55

Continue to manage multiple services with
individual contracts

2.55
2.58

Insource services currently provided by service
providers

2.47
2.20
Buyers

SPAs

incentivize these improvements. To emphasize the
importance of performance, buyers today continue to
place emphasis on having a portion of the service
provider’s management fee at risk if the performance
scorecard targets are not hit, as well as using management
fee incentives or shared savings if targets are surpassed.
In addition to the use of balanced scorecards, a strong
governance structure is required to monitor performance
as is having good financial baseline and KPI data to track
performance improvements.

1=Significant decrease in preference/demand
5=Significant increase in preference/demand

As service providers’ capabilities and service offerings
continue to improve, we are seeing an increase in the
outsourcing of strategic services; however, most of the
services outsourced remain tactical. Some end-user
organizations choose not to outsource because they feel
satisfied with their current service delivery model, activities
are too strategic in nature, or there is not a compelling
business case to change. Energy costs for most end-user
organizations are a large spend, and service providers are
focusing on solutions to reduce energy demand.
Organizations are increasingly using a balanced scorecard
approach to track and measure service provider
performance against financial, customer satisfaction,
and operational targets. Typical end-user organizations’
expectations are that outsourcing will improve their
operational model, introduce leading practices, and
drive continuous improvement. There are various
means buyer organizations are employing to track and

72%
74%
72%

Cost data
Building, asset, and
real estate information

Change to preferred refm service delivery models

Reducing costs continues to be the most common reason
why organizations outsource REFM services. As with past
surveys, the service providers typically cite reducing costs
as the most common reason at a higher level than the buyer.

85%

Performance reporting and
service levels

46%
30%

Business intelligence
(automated trend, forecast, and
data mining capabilities)

37%
62%
30%

Project management

17%
30%

Space planning

19%
30%

Business process and
workflow management

22%

Lease administration

13%

22%

11%
9%

Transaction management

Buyers

SPAs

Refm reporting systems needs
*Multiple selections permitted.

SPAs

Top drivers for REFM change/outsourcing efforts
*Multiple selections permitted.
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Highlights
Leading end-user
organizations are
continuing to cede
control of higher-level
service management
functions to SPAs in the
form of more turnkey
outsourcing efforts as
they enter into secondand third-generation
agreements.

When it comes to renewing existing REFM outsourcing contracts,
organizations are increasingly seeking bids for services and
considering alternative providers rather than simply renewing the
contract with existing providers. The goal is to test the waters of
the market and understand what differentiated services alternative
providers could potentially offer as well as help to ensure that
buyers are getting the best price available for the services in scope
and are best leveraging the current capabilities in the market.
Several organizations that are in second- and third-generation deals
are using different providers than originally contracted. We see
that most REFM outsourcing contracts are three to five years in
length. This provides buyers the flexibility to swap out providers,
while it allows the service providers a level of stability to maximize
efficiency and take corrective actions if needed. The end users
that do it best do not merely select the low-cost provider, but
they also use a formal process to measure the service providers
against different criteria to help ensure the right service provider
is chosen. While some firms choose to have a global service
provider, it is still observed that a high number of firms choose a
service provider that they believe has the applicable capabilities
and coverage for specific regions. Effective change management
and appropriate executive sponsorship remain as key elements to
successfully transition to an outsourcing model.
Organizations need to continually assess what is the optimal mix
of outsourcing, shared services, and internal operations to support
their REFM services needs. This requires a careful evaluation of
the performance of their current operations, business needs,
challenges and capabilities available in the market, and the benefits
and risks in addition to the costs of making a change. There is no
right answer or single best-fit model, but maintaining the status quo
legacy model is no longer prudent.

Refm outsourcing Pulse highlights: Buyer organizations
Top refm processes
outsourced

1. Workplace services
2. Facilities services
3. Transactions/Brokerage

Top lease administration
processes outsourced

1. Lease abstracting
2. Invoice review and payment processing
3. Data entry and administration of lease documents

Top facilities
management processes
outsourced

1. Pest control and food services (tied)
2. Janitorial
3. Security and waste management operations (tied)

Future REFM
outsourcing plans

1. Next 1–2 quarters: 65 percent plan to increase outsourcing
2. Next 3–4 quarters: 63 percent plan to increase outsourcing
3. 12+ months out: 38 percent plan to increase outsourcing

Top refm outsourcing
drivers

1. Reduce operating costs
2. Improve process performance
3. Support business growth and expansion agendas

Top refm outsourcing
challenges

1. Quality and fit of supporting service providers
2. Prioritizing opportunities and different change programs
3. Retained organization, transition, and governance challenges

Top refm outsourcing
deal pricing models

1. Fixed-price contract
2. Performance-based contract
3. Cost-plus contract

Top refm focus areas
next 12 months

1. Cost reduction
2. Improving the workplace environment to attract and retain talent
3. Partnering with and supporting internal customers

Source: KPMG 2017 Global REFM Outsourcing Pulse Survey

Leading organizations have evaluated their current REFM
practices, benchmarked them, and identified ways to reduce
costs and improve their service delivery quality. Leading enduser organizations are continuing to cede control of higherlevel service management functions to SPAs in the form of
more turnkey outsourcing efforts as they enter into secondand third-generation agreements. They have leveraged the
capabilities of the marketplace and have pioneered a service model
that allows them to achieve their desired end state.
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REFM market conditions
and trends
REFM outsourcing Pulse highlights: SPAs
Deal pipeline

1. Forty-eight percent cite pipeline growth over last 1–2 quarters
2. Forty-four percent cite no change

Future refm
outsourcing demand

1. Next 1–2 quarters: 21 percent cite demand growth
2. Next 3–4 quarters: 42 percent cite demand growth
3. 12+ months out: 58 percent cite demand growth

Top refm process
demand growth areas

1. Facilities management
2. Facilities services
3. IT systems and reporting

Top lease administration
processes outsourcing
demand growth areas

1. Portfolio analysis and performance reporting
2. Critical data reporting and tracking
3. Invoice review and payment processing

Top facilities
management processes
outsourcing demand
growth areas

1. Energy and utility operations
2. Project management
3. Program management

Top industries for
demand
Top refm outsourcing
drivers

REFM buyers’ current and planned
REFM outsourcing usage trends
KPMG polled users of REFM outsourcing on what process
areas they have already outsourced, plan to outsource, or
have no plans to outsource in the foreseeable future (see
Figure 2). It is important to note that this study surveyed
organizations that have already undertaken or are actively
planning to undertake REFM outsourcing, so the levels
cited below are not representative of the market as a
whole, but rather of organizations that are already actively
engaged in REFM outsourcing.
Workplace services

68%

Facilities services

59%

Transactions/Brokerage
Project management
(<$20M/project)

1. Reduce operating costs
2. Gain access to external skills, talent, and resources
3. Improve global delivery and operating models

Top refm outsourcing
challenges

1. Inadequate executive and management support
2. Inadequate change management capabilities
3. Retained organization, transition, and governance challenges

Top refm outsourcing
deal pricing models

1. Management fee incentives
2. Performance-based contract
3. Fixed-price contract

Top refm focus areas
next 12 months

1. Improving the workplace environment to attract and retain talent
2. Shift more risk to service providers and energy management (tied)
3. Cost reduction

Source: KPMG 2017 Global REFM Outsourcing Pulse Survey

REFM IT systems
and reporting
Space management
Portfolio strategy/planning

45%

26%

32%

13%

9%

37%
22%
15%

2% 6%
40%

30%

15%

9%

11%

21%

2%

36%

7% 4%

39%

2% 2%

4%

17%

2%

55%
38%

Lease administration

2% 4%

45%

36%

Facilities management

2% 2%

35%

47%

Major project management
($20M+/project)

1. Banking, financial services, and insurance
2. Healthcare
3. Pharmaceutical and biotech

28%

59%
72%

Currently fully outsource

Currently partially outsource

Planning to outsource in next 12 months

Planning to outsource 12+ months out

No plans to outsource

Figure 2 | Buyers: Current/planned REFM usage levels
*Numbers might not add up to 100 percent due to rounding and
multiple selections.

—— The most commonly outsourced REFM process area by
firms that have undertaken REFM outsourcing continues
to be workplace services. This includes activities
such as janitorial, cafeteria, and amenities services.
Sixty‑eight percent of responding organizations have
already fully outsourced workplace services, 28 percent
have partially outsourced them, and just 2 percent have
no plans to outsource this type of work.

—— REFM portfolio strategy and planning remains the
activity least often outsourced, with just 24 percent of
respondents having fully or partially outsourced this
more strategic work. SPAs (see Figure 2), however, cite
much higher demand for outsourcing of these types of
strategic services.
The top two categories outsourced in this edition of the
REFM Pulse survey remain the same as in the previous
studies since inception in 2011. It is important to note that
project management (<$20M/project) remains high with
81 percent of respondents having fully or partially
outsourced this work.
REFM buyers were next asked about their current
or planned usage of outsourcing to support lease
administration and facilities management activities (see
Figures 3 and 4 on the following page).
—— Lease abstracting was the most common at 60 percent
while data entry and administration of lease documents
was the most commonly outsourced lease administration
activity. Data entry and administration of lease
documents was the most common in 2014 but dropped
by 5 percent in this year’s survey. Invoice review and
payment processing was third with 52 percent.
—— A broad range of facilities management activities has
been outsourced by the typical user organization.
Pest control and food services were identified as the most
frequently outsourced tasks, both identified by 91 percent
of respondents, followed by janitorial at 89 percent.
Security and waste management operations both came in
third with 85 percent. Research and development (R&D)
lab services continues to remain the REFM activity least
often outsourced though results from SPAs again cite
greater levels of outsourcing activities in these process
areas. The top five categories remain consistent with
previous surveys.

—— The second most frequently outsourced area of REFM
services is facilities services (e.g., HVAC, electrical,
mechanical, building repair). These activities are fully or
partially outsourced by a combined 94 percent of survey
respondents with just 4 percent having no plans to
outsource these activities.
© 2017 KPMG LLP, a Delaware limited liability partnership and the U.S. member firm of the KPMG network of
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Buyers were polled about their near-term plans for
additional usage of REFM outsourcing (see Figure 5).
Sixty-five percent of respondents plan to increase REFM
outsourcing levels over the next one to two quarters,
up 18 percent from last year’s poll, with just 6 percent
planning to decrease usage. Sixty-three percent of buyers
plan to outsource more REFM services over the next three
to four quarters, and 38 percent plan to outsource more
than 12 months out. REFM service providers remain less
bullish on short-term market demand trends but somewhat
more bullish longer term.

Pest control

91%

Food services

91%

Janitorial

89%

Security

85%

Waste management ops

85%
83%

Routine ops and maintenance
Landscaping

80%

Regulated maintenance

74%

Project management

Lease abstracting

60%

Invoice review and
payment processing

52%

Mail

59%

Help desk

59%

Energy and utility ops

Data entry and administration
of lease documents

50%

Critical data reporting/
tracking

48%

Lease auditing

43%

Portfolio analysis and
performance reporting

41%

Landlord relationship
management

38%

57%

Reception

46%

Record management

44%

Reprographics

41%

Meeting management

30%

Program management
R&D – Lab services

Subtenant administration
Tenant improvement
allowance administration

67%

Figure 3 | Buyers: Lease administration outsourcing

11%

Figure 4 | Buyers: Facilities management outsourcing

12+ months out

17%

Next 3–4 quarters

14%

Next 1–2 quarters

14%
Demand
will decrease

The other dimension of the KPMG REFM outsourcing
Pulse survey is gathering input from the sell and advisory
sides of REFM services on market demand and deal
trends, characteristics, and future expectations. To do this,
KPMG polled leading global REFM service providers on
the current and expected growth levels in their pipelines
for services deals and third-party advisors and legal
counsel that support clients’ REFM outsourcing efforts
on demand levels they are seeing in their accounts. SPA
sentiment on REFM outsourcing demand has slightly
changed from the past editions of the REFM Pulse.
Down from the previous year, 48 percent of SPAs cite pipeline
growth over the past one to two quarters, while 8 percent
of SPAs polled indicate pipeline growth had contracted
(see Figure 6). It is important to note that the Pulse surveys
measure change in pipeline growth levels, not absolute
pipeline size or revenue levels.
SPAs were next asked about their projections on buyer
demand for REFM outsourcing over the next 12 months
(see Figure 7).

26%

33%
26%

REFM SPAs REFM outsourcing
demand trends

25%

58%
44%

42%
64%

Demand
will remain the same

21%
Demand
will increase

In last year’s survey, 33 percent of respondents expected
demand levels to increase over the next one to two quarters;
however, this year, only 21 percent expect demand levels to
increase over the same time period. Fourteen percent expect
demand levels to decrease, which is up considerably from last
year. This is in contrast to more aggressive numbers cited by
buyers. Part of the difference is due to estimations of when
new business will hit the market and go into service provider
pipelines (the buyer projections) and when that business will

actually consummate into new deals (SPA projections). SPAs
are optimistic about longer-term demand growth, with 58
percent expecting demand to increase 12-plus months out.
However, 17 percent expect demand levels to decrease in
12-plus months.
2017

8%

44%

48%

1 year
prior

8%

33%

59%

2 years
prior

4%
Down

39%

57%

About the same

Up

Figure 6 | SPAs: Pipeline growth
*Numbers might not add up to 100 percent due to rounding and
multiple selections.

12+ months out

17%

Next 3–4 quarters

14%

Next 1–2 quarters

14%
Demand
will decrease

25%

58%
44%

42%
64%

Demand
will remain the same

21%
Demand
will increase

Figure 7 | SPAs: refm outsourcing demand expectations
*Numbers might not add up to 100 percent due to rounding and
multiple selections.

Figure 5 | Buyers: REFM outsourcing usage expectations
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SPAs’ REFM outsourcing demand by
process

Digging into the SPA expectations for increased REFM
outsourcing demand going forward, SPAs were next polled
on what they see are the REFM process areas where the
demand for outsourcing is increasing.
—— Facilities management and facilities services were the
REFM process areas that SPAs characterized as exhibiting
the greatest increase in outsourcing demand levels.
Sixty-nine and 67 percent of SPAs polled expect demand
to increase in these process areas. Interestingly, only
1 percent expected facilities management demand to
decline (see Figure 8).
—— REFM IT systems and reporting dropped from being the
top demand from 76 percent last year to 64 percent this
year. This is in contrast to an 8 percent increase of buyers’
expectations of “Performance reporting and service
levels” with their REFM reporting systems.
—— SPAs cited no change in demand for portfolio strategy
and planning services at 64 percent.

Facilities management

1%

29%

Facilities services
REFM IT systems and
reporting
Space management
(duplicate!)
Space management
Project management
(<$20M/project)

7%
3%

Lease administration

4%

Transactions/Brokerage
Major project management
(>$20M/project)

67%

28%

64%
64%

30%

9%
4%

33%

33%

10%

Workplace services

69%

60%

36%

55%

43%

53%

45%

13%
21%

40%

Portfolio analysis and
performance reporting

6%

Critical data reporting/tracking

4%

Invoice review and
payment processing

Flat

67%
40%

10%
8%

40%

Tenant improvement
allowance administration

8%

39%

Data entry and administration
of lease documents
Lease auditing

Declining

27%

Landlord relationship management

51%
47%

REFM SPAs were polled on their clients’ current or planned
usage of outsourcing to support lease administration and
facilities management activities (see Figures 9 and 10).
These two activity areas continually show differences of
opinion on demand and usage levels between service
providers, advisors, and end-user organizations.

56%

38%

52%

45%

9%

47%

48%

44%

48%

43%

13%

52%

35%

Increasing

Figure 8 | SPAs: refm outsourcing demand by process areas
*Numbers might not add up to 100 percent due to rounding and multiple
selections.

—— The process area cited with the greatest potential for
declines in demand, or at least the slowest growth,
was for major project management (>$20M/project) at
21 percent.

Subtenant administration

6%

Lease abstracting

9%

62%

32%

60%

Declining

Flat

31%

Increasing

—— Portfolio analysis and performance reporting moved up
to be the activity in lease administration that was cited
as having the greatest increase in outsourcing demand,
identified by 67 percent of respondents. Switching to
second place, critical data reporting and tracking was
identified as having increasing demand by 56 percent
of respondents. These two categories ranked in the top
two in the 2014 poll as well.
—— In regards to facilities management outsourcing
(see Figure 10), energy and utilities operations continues
to be identified as the area exhibiting the greatest
growth in outsourcing demand, selected by 70 percent
of SPA respondents. Next is a cluster of other activities,
including project and program management, regulated
maintenance, routine operations and maintenance,
R&D lab services, and help desk.
In general, SPAs cited greater levels of increased demand
than did buyers for more strategic REFM activities such
as planning. While demand for more strategic services
is growing in certain market segments, in terms of total
spend, the more traditionally outsourced and transactional
focused REFM activities still dominate.

F igure 9 | SPAs: lease administration outsourcing
*Numbers might not add up to 100 percent due to rounding and multiple
selections.

Energy & utility operations

3%

Project management

4%

31%

65%

Program management

4%

32%

63%

Regulated maintenance

4%

Routine operations & maintenance

3%

R&D – Lab services

27%

34%

12%

Help desk

3%

Waste management operations

3%

Security

5%

Janitorial

6%

Food services

5%

70%

61%

39%

59%

31%

57%

47%

Landscaping
Reception

46%

51%

43%

52%

43%

60%
10%

40%

52%

6%

38%

61%

15%

33%

55%

Record management

18%

Mail

17%

Reprographics

48%

49%

Pest control
Meeting management

50%

48%

58%
62%

26%
Declining

31%

54%
Flat

25%
22%
19%

Increasing

Figure 10 | SPAs: facilities management outsourcing
*Numbers might not add up to 100 percent due to rounding and
multiple selections.
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Refm outsourcing demand by industry
SPAs were next polled on demand levels by vertical industry
and industry group. Banking, financial services, and insurance
(BFSI) is clearly the top industry group, cited by 48 percent of
SPAs (see Figure 11). Healthcare is next at 44 percent followed
by pharmaceutical and biotech at 32 percent. These three
sectors continue to remain the top three since the inception of
the REFM Pulse survey in 2011. One reason for the consistent
demand in these industries is the high number of properties/
portfolio mix managed by these firms. Furthermore, many
BFSI and pharmaceutical firms are pushing sourcing and
coordinating new major REFM outsourcing efforts more and
more on a global basis.
48%

Banking, Financial Services, Insurance

44%

Healthcare

32%

Pharma/Biotech

24%

Manufacturing

23%

CPG, Food & Beverage, Retail, Wholesale

20%

Real Estate

18%

Govt (Fed, State, Local), Education/Non-Profit

17%

High Tech Products/Svcs

14%

Transportation & Logistics

13%

Telco

8%

Chemicals, Minerals/Natural Resources
Energy/Utilities, Oil & Gas

6%

Bus Svcs/Consulting, Construction/Engineering

6%

Automotive
Aerospace/Defense
Entertainment/Media, Hospitality/Travel

6%
5%
4%

Why not refm outsourcing? How to
improve the refm outsourcing process
Next, the REFM Pulse examined reasons why buyer
organizations have not outsourced certain REFM
activities. Figure 12 illustrates these results and shows
some interesting divergences in answers between the
two groups of respondents. These differences are not
unexpected given SPAs have less visibility into buyer
decision making around outsourcing for processes not
up for consideration or active pursuits in the market.
They also highlight some disconnects between buyer
thinking on REFM outsourcing and SPA interpretation of
that thinking.

—— The most commonly cited reason from buyers to
not outsource certain REFM activities is that there
is no compelling business case to change and also
that risks are too high followed closely by being
satisfied with the current service delivery model.
The argument against outsourcing strategic work is
an old one, but over the years, what is deemed “too
strategic” continues to narrow. The cost and business
case arguments can be very attractive and will vary
depending on how aggressive buyers want to get with
their outsourcing efforts in terms of scope, the degree
of control ceded to the provider, and the underlying
characteristics of the supporting IT platform.

48%
55%

No compelling business
case to change
Risks are too high

41%
44%

Satisfied with current service
delivery model
Activities are too
strategic in nature
Marketplace/service providers’
capabilities not mature enough

28%

Previous negative
outsourcing experience

37%

17%
13%

9%
Buyers

41%
41%

10%

Costs would be higher

Loyalty to staff

48%

33%

44%
31%

SPAs

Figure 12 | Why refm processes have not been outsourced

—— SPAs polled are at near parity with buyers in regards to the
business case argument against outsourcing, but continue
to state satisfaction with current service delivery models
and loyalty to staff as the other business reasons why
buyers do not outsource certain REFM work.

Figure 11 | SPAs: Demand by industry
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Next, the study looked into areas that can give the buyer
organizations greater clarity around preparing for and
subsequently managing their REFM outsourcing efforts.
Again, there are interesting differences between SPA
responses and those from the buyers (see Figure 13).
—— The top two items cited, by 51 percent of buyers, in this
year’s poll is KPIs and reporting and improved service
level agreements for REFM outsourcing efforts. On the
contrary, the SPAs stated better baseline costs as their
number one area. Providers recognized the need to
better identify and understand an organization’s existing
costs and operational structure for them to propose
more accurate pricing and operational models.
Clarification of roles and responsibilities and better
alignment of strategies and plans between the
buyer and providers scored equally, demonstrating
the importance of understanding a buyer’s retained
organization, the proposed service provider operational
model, and both overcoming issues around clarification
of roles and overlapping functional areas within the
buyer and provider organizations.
—— Tied in the first spot, buyers recognize that improved
service level agreements can have a significant impact
to the final operating model put in place by the provider.
Buyers in the Americas in particular highlighted the
need for better SLAs. These points address concerns
of buyers who often feel they are not getting what
was committed to in their outsourcing efforts and have
uncertainties over true improvements from the base
case. Moreover, it can appear that they do not have
access to enough performance and reporting analytics
to know if they are actually meeting the guaranteed
commitments. Greater transparency and more timely
access to meaningful information, not just piles of data,
is a critical need for most buyers in their outsourcing
efforts.
—— Without change from the top three categories of last
year’s results, SPAs cited better baseline costs, better
written RFPs, and working together as one team as
areas to focus on in order to better prepare for REFM
outsourcing.

KPIs and reporting

51%

23%

Improved service level agreements

51%

30%

Better alignment of strategies/plans

40%
41%

Clarification of roles/responsibilities – inscope out-of-scope

40%
39%
40%
45%

Working together as one team

36%

Better baseline costs

56%

34%
40%

Better governance structure

32%
24%

Communication

30%

Better written RFPs
Buyers

47%

SPA

Figure 13 | Where/How to better prepare for REFM outsourcing

Top REFM outsourcing drivers
and challenges

There are a variety of factors that drive organizations to
undertake REFM outsourcing just as there is an increasingly
broad array of benefits that organizations seek to gain from
their efforts. Although there is growing optimism, uncertain
global economic conditions have continued to weigh heavily
on organizations’ decisions on how, where, and why they
source services globally.
While outsourcing has always been about reducing costs,
this goal is not as monolithic as it is often perceived in the
market. As outsourcing buyers become more sophisticated,
so do the benefits they seek from outsourcing. Reducing
costs is a base-level goal for buyers and a base prerequisite
deliverable for providers competing for the business, but the
ultimate benefits from outsourcing and differentiators for
service providers are the benefits derived or provided above
and beyond cost reduction.
The key for buyers defining outsourcing goals is to ensure
that their scope and level are practical and achievable given
the nature of the outsourcing effort and in the context of the
buyers’ own outsourcing skills and capabilities.

KPMG polled service providers, advisors, and buyers on
what they see as the top drivers for REFM outsourcing in the
market today. While reducing operating costs continues to
remain the top driver, the following results highlight the broad
mix of goals organizations have for their REFM outsourcing
efforts. Both the drivers and challenges identified have
remained fairly consistent, except where noted, over the past
three years.
—— All respondents identify reduce operating costs as
the top driver (see Figure 14). There was consensus
among respondents across all major geographies on
the prevalence of cost reduction as an outsourcing goal.
Buyers in the Americas were still most likely to cite cost
reduction as the top goal.
—— Illustrating that buyers are seeking multiple benefits
from their REFM outsourcing efforts, next they ranked
four additional drivers in close order, three of which
were closely tied to improving performance and not just
reducing costs. SPAs scored each of these drivers lower
and tended to emphasize a more monolithic focus on
cost reduction. Gain access to external skills, talent, and
resources scored much lower as a driver in the REFM
outsourcing space than in other functional areas such as
finance and accounting and IT addressed in other KPMG
market research efforts.
64%

Reduce operating costs (OpEx)

Improve process performance
Support business growth/
expansion agendas

40%

27%

38%

13%

Improve global delivery and
operating models

34%
31%

Gain economies of scale

34%
28%

Reduce future investment
costs (CapEx)

32%

19%

Improve financial flexibility/create
more variable cost model

32%
31%

Gain access to external
skills/talent/resources

32%
36%

Redirect resources to more
strategic activities

17%

Buyers

28%

SPAs

79%

The point that buyers are no longer just pursuing cost
savings as a unilateral outsourcing goal is supported in
the ongoing GBS maturity research KPMG has been
conducting. This research has found reducing cost is
paramount but rarely the sole driver for GBS efforts,
especially among more sophisticated GBS organizations.
Among these more mature organizations, there is an
increased tangible interest in determining how best to use
GBS efforts to bring more tangible value to the business
and to better support strategic business initiatives.
The REFM Pulse next addressed top challenges to REFM
process improvement and outsourcing efforts. A variety
of factors can combine to complicate, slow, and, in some
cases, stop an organization’s outsourcing efforts. Whether
or not an organization can overcome these challenges
depends on a variety of factors, including their ability
to identify and address them as early in the process as
possible. Outsourcing efforts are becoming more complex,
far reaching, and global in nature, and the challenges
continue to grow. The key point is for buyers to identify
their specific challenges early and then work to address
and overcome them if possible after determining they are
legitimate impediments to going forward with a major
change effort.
Figure 15 illustrates the current most common challenges
to successful REFM outsourcing efforts. Like in past years,
there are some differences of opinion between SPAs and
buyers.
—— Quality/fit of supporting service providers and prioritizing
opportunities and different change programs were
cited as the top challenges cited by 45 and 34 percent
of buyer organization respondents, respectively. SPAs
scored this challenge higher this year. This was followed
closely by several other challenges, including quality/fit of
supporting service providers and prioritizing opportunities
and different change programs.
—— SPAs, as they did last year, exhibit different opinions on
the most common challenges to REFM outsourcing.
Sixty percent of SPAs cited inadequate executive
and management support as the top challenge. It is
important to note that this is an upward trend for the
past three years. As with last year, inadequate change
management capabilities was identified as the second
leading challenge.

Figure 14 | Top drivers for REFM change/outsourcing efforts
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There are different approaches buyers can use to address
the challenges associated with successfully improving GBS
efforts and capabilities. The most important is to identify
up front what challenges exist and prioritize working
through them. Many of these challenges are similar to
those found with other major change efforts, such as
mergers and acquisitions, ERP implementations, and major
stand-alone shared services and outsourcing efforts. Most
organizations likely have experience dealing with similar
efforts elsewhere, though this does not necessarily imply
expertise with REFM outsourcing. Applying knowledgeable
and dedicated resources with the necessary skills (e.g.,
change management, project planning and transitions
management, technical integration), defining a clear
business case with measurable goals, and ensuring active
and intelligent executive support are all keys to making
these efforts work. The list of ingredients is easier to
define, though more difficult to mix them into a successful
change effort.

Quality/fit of supporting
service providers

25%

Prioritizing opportunities and
different change programs

Inadequate executive/
management support

23%

Costs to do the deal

23%
19%

Accounting for/managing the
complexity of change efforts

3.63

3.17

Management fee at risk

3.00
3.26

Shared savings

2.95
3.14
2.76

2.59
Buyers

26%

12%

3.29

Management fee incentives
(bonuses)

26%
20%

Compliance and regulatory
challenges/restrictions

Fixed-price contract

Guaranteed savings

30%
31%

Economic uncertainty/inability
to plan medium/long term

To add additional insights into the characteristics of a
typical REFM outsourcing deal, the survey first examined
deal pricing models and, secondly, deal tenure. First,
participants were asked how common the usage of a
range of pricing models is in the market today for REFM
outsourcing efforts, ranking each model on a one-to-five
scale where one represents very uncommon and five very
common (see Figure 16). All models were ranked in a tight
range, and there was near consensus between buyers and
SPAs.

Cost-plus contract

45%

34%
31%

Retained organization/transition/
governance challenges

REFM outsourcing deal pricing
models and deal lengths

SPAs

1=Very uncommon
5=Very common

3.39

3.06

3.89

—— The most common model cited by SPAs is management
fee at risk with performance-based contract pricing as
second, both scoring just above the midpoint on the
five-point scale. These were followed by guaranteed
savings and cost-plus contracts, which is the often
discussed but less often implemented model.
Management fee incentives (bonuses) scored the
lowest among buyers and SPAs.
—— Related to deal tenure (see figure 17), the consensus
among all parties polled in the survey was that most
deals are in the three- to five-year range, though this
would vary more across the many different types of
REFM services being outsourced. There was also
consensus among buyer organizations across all
geographies. This year, service providers cited deal
lengths of three to five years at 65 percent, which was a
drop of 17 percent from the previous year.
Deal lengths tend to be shorter in the REFM space
compared to other functional areas of outsourcing.
Shorter deals provide greater flexibility and more
frequent renewals and renegotiations and create
additional work for buyers. Shorter deals are also more
appropriate for more commoditized services and when
an organization’s outsourcing goals are purely focused
on cost savings as opposed to more strategic efforts
that require a more strategic and typically longer-term
relationship with the supplier.
Workplace services

60%

Figure 16 | REFM outsourcing deal pricing models

Facilities management

REFM IT systems
and reporting
Space management

External business event
(e.g., new management, M&A)

19%

3%

47%

Buyers

37%
22%
15%

2% 6%
40%

32%

13%

9%

9%

11%

21%

2%

36%

7% 4%

39%

2% 2%

4%

17%

2%

55%
38%

30%

15%

2% 4%

59%
72%

Currently fully outsource

Currently partially outsource

Planning to outsource in next 12 months

Planning to outsource 12+ months out

No plans to outsource

17%
15%
15%

Inadequate business case

45%

26%

Lease administration

2% 2%

35%
45%

36%

Major project management
($20M+/project)

Portfolio strategy/planning

28%

59%
47%

Project management
(<$20M/project)

21%
15%

Inadequate change
management capabilities

68%

Facilities services
Transactions/Brokerage

Figure 17 | REFM outsourcing typical deal lengths

SPAs

Figure 15 | Top challenges to REFM outsourcing/change efforts
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Preferred refm service delivery models

The delivery and governance models employed by a user of
REFM outsourcing strongly contributes to the success or
lack thereof in achieving the benefits sought from the effort
regardless of the structure of the contract or skills of the
service provider employed. The models that worked best
were those where the organizations’ outsourcing efforts
and ambitions were more modest and were of a regional
nature, for example. However, these models will often
invariably break down and prove inadequate as outsourcing
efforts expand in terms of process and geographic
scope. This is especially the case when it comes to
REFM outsourcing.
KPMG polled REFM outsourcing buyers and SPAs on
changes to demand and preferences for a range of
outsourcing delivery and management model options.
The emphasis was on to what degree were buyers moving
towards a more holistic and integrated management model
across the totality of their REFM outsourcing efforts.
Ideally, these more integrated models will also intersect
with governance and management models employed for
REFM shared services operations and efforts. The greater
convergence of shared services and outsourcing efforts
across functions and geographies is at the heart of the
GBS concept and framework. The ultimate optimal degree
of integration and convergence, however, is also highly
dependent on the overall organizational and business
models of the firm as a whole.
The supposition tested is that as buyers become more
sophisticated and their outsourcing efforts more complex,
they will move towards a more portfolio-based approach to
managing their outsourcing efforts. Respondents ranked
changes in service delivery model preference on a oneto-five scale, where one represents significant decrease
in preference or demand and five represents significant
increase in preference or demand (see Figure 18).
There was general consensus between service providers,
advisors, and buyers in demand or preference levels for
each of the service delivery models defined.

Bundle and outsource increasing number of
individually contracted svcs, and outsource key
mgmt functions of svcs

3.21
3.68
3.20
3.26

Bundle individually contracted svcs, but retain
high-level mgmt functions of svcs

3.00

Bundle individually contracted svcs & outsource
key mgmt functions of svcs

3.55
2.55
2.58

Continue to manage multiple services with
individual contracts

2.47
2.20

Insource services currently provided by service
providers
Buyers

SPAs

1=Significant decrease in preference/demand
5=Significant increase in preference/demand

Figure 18 | Change to preferred refm service delivery models

second is bundle and outsource increasing number
of individually contracted services, and outsource key
management functions of these services, and third is
bundle individually contracted services and outsource
key management functions of these services. SPAs
polled also scored each of these approaches the
highest. These results support the trend towards
more bundling of REFM deals as well as the growing
acceptance among buyers to have service providers
perform key management functions over those
outsourced activities. This bundling is more often cited
among buyers undertaking and supporting global REFM
outsourcing efforts and least often among those in the
Asia-Pacific region.
—— Ranking on the lower end of the scale were trends of
continuing to manage multiple services with individual
contracts, the converse of the above findings, and
reversing REFM outsourcing investments by insourcing
services currently provided by service providers, a
trend that, while growing in some areas of outsourcing
overall, is overstated in the market in the totality of what
has been outsourced.

Additional REFM market trending

The Pulse survey assessed market trends in several other
areas of the REFM marketplace. The first is how buyers’
interest levels or preferences towards seven dimensions
of REFM are expected to change over the coming year
(see Figure 19). Responses are on a one-to-five scale,
where one represents significant decrease in preference
or demand and five represents significant increase in
preference or demand.
The top-ranked trend in last year’s survey according to
buyers and service providers was improving the workplace
environment as a tool to attract and retain talent.
However, this year, buyers cited cost reduction, which had
been cited as the top trend in the past polls since 2011. This
topic was ranked second by service providers, signifying
a shift with buyer and service provider preferences.
Overall, there was consensus between buyers and service
providers on rankings across most of the seven areas.
The survey next assessed buyer organizations’ future plans
relative to the expected use of office space in the coming
year. Similar to last year, there is a marked difference of
opinion between third-party SPAs and buyers on expected
space usage plans (see Figure 20). Thirty-six percent of
buyers surveyed, up from 28 percent, indicated their
organizations will increase space utilized over the coming
year. In comparison, just 16 percent of SPAs expect their
clients to expand space usage. Twenty-eight percent of
buyers and 53 percent of SPAs expect decreases in space
usage. This difference of opinion highlights the difficulty in
projecting future business needs in the current business
climate though overall findings show a clear difference in
the perceptions of the buyers and service providers. Both
the buyers and providers need to be better able to respond
to unexpected changes in a timely and responsible manner,
whether it be footprint changes in floor density or changes
in service levels.

4.15
3.91

Cost reduction

Improving the workplace environment
as a tool to attract/retain talent

4.04
3.97

Partnering with and supporting
internal customers (e.g., marketing,
production, finance, etc.)

3.66
3.46

Sustainability and corporate
social responsibility

3.60
3.77
3.60

Energy management

3.94
3.49

Shift more risk to service providers

3.94
3.45

Space reduction

3.74

Buyers

SPAs

1=Significant decrease in preference/demand
3=No change
5=Significant increase in preference/demand

Figure 19 | Changes to interest/preference on key refm topics

Buyers this year
SPAs this year
Buyers last year
SPAs last year

2%

28%

53%

8%
4%

39%

10%

36%

34%
23%
29%
49%

45% pattern29%
Unsure/no consistent

16%
28%

28%

13%

25%

Majority will decrease space utilized
49%
33% 14%
There will be little change in total space utilized
Majority will increase space utilized

Figure 20 | Space utilization plans next 12 months
*Numbers might not add up to 100 percent due to rounding and multiple selections.

—— Three models scored closely together by buyers polled
just above the midpoint on the five-point scale. The first
is bundle individually contracted services, but retain
high-level management functions of these services,
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The next topic explored was an assessment of what
buyer organizations feel are the most critical needs in an
REFM reporting system. A well-designed reporting system
provides buyers and service providers with site information
as well as cost and performance information, including
service level data. Having accurate, timely, complete, and
useful information is an important element of a successful
REFM program. It ensures operational and performance
data is appropriately reported and monitored. Buyers’
data and systems prior to outsourcing REFM have not
always been adequate, so service providers have not
always inherited good data or well-managed systems.
The key needs cited in these systems are in alignment
with some of the key priorities identified relative to REFM
and with the key drivers and benefits sought from REFM
outsourcing (see Figure 21).
Performance reporting and service levels is the top‑cited
need identified by over 85 percent of buyers and 72
percent for the SPAs polled. This is up 8 percent for
the buyers while it is down 9 percent for the providers.
Cost data was ranked second by both the buyers and
third-party SPAs.
85%

Performance reporting
and service levels

72%
74%
72%

Cost data
46%

Building, asset, and
real estate information

30%

Business intelligence
(automated trend, forecast, and
data mining capabilities)

37%
62%
30%

Project management

17%
30%

Space planning

19%

Business process and
workflow management

30%
22%
22%

Lease administration

Transaction management

13%
11%
9%
Buyers

SPAs

Figure 21 | REFM reporting systems needs
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Update on global
sourcing
Sourcing, management, and
governance of global refm
outsourcing efforts
More critical than where services are sourced from globally
is the maturity level of buyer organizations to conduct
global sourcing well regardless of location.
Buyers undertaking global REFM sourcing efforts exert
much focus on selecting which service provider to employ
and the locations to source services. This assessment
process should include a clear and realistic assessment of a
buyer’s own maturity and sophistication relative to sourcing
and managing global sourcing efforts. A common root
cause of problematic or underachieving global outsourcing
efforts is demonstrated by a disconnect between what a
buyer is trying to accomplish and the skills, experience, and
resources it possesses to support these efforts. These skills
involve selecting providers and locations, while accounting
for and managing risk, and improving upon their ability to
govern a growing number of sourcing efforts spread across
multiple providers and locations.
One method to improve global REFM sourcing capabilities
is to take more of a portfolio approach to sourcing and
managing global efforts, similar to taking a portfolio
approach and bundling more GBS outsourcing deals overall.
This is the similar trend that is seen with overall REFM
service delivery models. The need continues to grow as
global sourcing becomes more pervasive and accounts for
more of an organization’s global services footprint.

With many organizations,
GBS still remains
fragmented across
functions, geographies,
and business units,
complicating governance
and detracting from
potential business benefits.
Defined efforts to drive
GBS maturity are standard
for experienced and
sophisticated GBS users.
This being said, global
sourcing is an important
dimension of REFM
outsourcing and enabling
a more mature GBS
model and framework, if
on a less impactful scale
than in other outsourcing
categories.

Tightly coordinating and managing sourcing efforts globally
is still a goal to which most organizations would like to
achieve; however, buyer responses in this survey indicate
more of them are adopting the more sophisticated global
sourcing and management models. Buyers were polled
on both how they manage existing global REFM sourcing
efforts as well as how they plan to manage new efforts
going forward.
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—— Among buyers polled that are utilizing global sourcing
as part of their REFM outsourcing effort, 30 percent are
taking a global portfolio approach to managing existing
deals in the field (see figure 22), often employing an
enterprise sourcing center of excellence (CoE), a tighter
and more centralized means of global coordination. This is
down from 39 percent in last year’s poll. Twenty percent
are utilizing a less sophisticated enterprise sourcing council
(i.e., loose/decentralized global coordination). Twenty-eight
percent manage efforts organized around geography,
business unit, or functional area. SPAs most often cited
the enterprise sourcing council model.
—— When it comes to sourcing new REFM outsourcing
efforts (see figure 23), 28 percent of buyers indicate
that efforts are sourced, managed, and coordinated
globally. This level is down 8 percent from last year’s
survey, which is likely more the result of the participants
in the survey than any change of general market trends.
SPAs most often cited the efforts being sourced at the
geographical, functional, or business unit level.
Historically, many buyers viewed global sourcing as a series
of discrete options and capabilities (e.g., internal services,
shared services, offshore captives, ITO, BPO) rather than a
continuum of integrated service models. This is similar to
the legacy perspective of viewing offshore outsourcing as a
point-to-point initiative (e.g., from the United States to India
instead of an integrated suite of global service delivery
capabilities). REFM Pulse results illustrate this is changing.
Organizations today are moving more and more to a holistic

Buyers

15%

SPAs

15%

7%

28%
29%

20%

30%

29%

27%

Buyers

11%

SPAs

39%
20%

28%
55%

22%
25%

Most new efforts sourced are handled independently
New efforts sourced are coordinated by geo., bus. unit, function

Current
market deal
characteristics

New efforts are sourced and coordinated globally
N/A

Figure 23 | Approach to sourcing of new global refm outsourcing efforts
*Numbers might not add up to 100 percent due to rounding and
multiple selections.

strategy and operational model to support the totality
of their businesses and their services operations. This
includes how to source and manage these capabilities as
well as how to continually improve their overall efficiency
and effectiveness. Leading organizations continue to make
progress, for example, in governing their outsourcing
efforts as a portfolio via a portfolio model as cited in
the above pulse survey responses. However, for many
firms, these efforts are still too disconnected from the
management of internal retained operational systems
and functions as well as the strategy and execution of
sourcing new investments. In short, buyers’ capabilities to
source and manage a diverse services delivery portfolio
do not always keep up with their sourcing ambition’s scale
and scope. However, it has been observed that there is a
continual closing of the gap on this commonly recognized
problem when we compare to previous years, with more
firms having success in addressing and overcoming
this issue.

N/A
Most efforts are managed and governed independently
Most efforts are grouped and managed and governed by geo., bus. unit, function
Most efforts are managed and governed by an enterprise sourcing council
Most efforts are managed and governed by an enterprise sourcing COE

Figure 22 | Management and governance of existing global refm
outsourcing efforts
*Numbers might not add up to 100 percent due to rounding and
multiple selections.
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Pricing competitiveness

Increased pricing competitiveness implies the buyer
has the upper hand and is getting a better priced REFM
outsourcing deal. As pricing is one element of determining
profitability, the alternative of less competitive pricing
generally is favorable to the service provider. REFM Pulse
findings reflect the common market sentiment among
service providers over the past several years that pricing
pressure is increasing, though scores are in line with the
previous studies. Slightly down from last year’s results,
52 percent of REFM service providers polled agreed
with this sentiment and indicated that pricing pressure is
increasing for new deals in the pipeline while just 6 percent
felt that pricing pressure was lessening (see Figure 24).

Current market deal
characteristics: Service
providers’ perspectives
The final section of the
global REFM outsourcing
Pulse survey assesses the
characteristics of current
REFM outsourcing deals
in the market from the
perspective of the REFM
SPAs polled.

While there is a strong desire among buyers to be
aggressive with pricing, a number of factors can temper
final pricing level demands. More experienced buyers
generally recognize that the lowest price may not lead
to the best deal. Geographical capabilities, the ability to
support overall business growth, and the ability of the
provider to improve process performance can be weighted
equally when it comes to making the final selection.
Moreover, buyers remain averse to risky deals and deal
failures that could occur from bad pricing levels.
Buyers can reduce overall spend—the ultimate goal—by
lowering consumption levels, but still pay an equitable unit
price for services that help ensure they get the provider’s
top resources, or consolidating more work with fewer
buyers and through economies of scale, getting better
pricing while the service provider can still earn a reasonable
profit. The need for access quality skills via third-party
providers can also temper low-pricing demands if it means
limiting access to top provider talent and resources. The
increased development and use of ever more sophisticated
REFM technology in delivering of REFM services is
enabling providers the ability to offer better pricing levels
while still maintaining service provider profitability.
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This year

52%

Last year

42%

56%
More competitivel/
aggressive

6%

41%

About the same
the last few quarters

3%

Less competitivel/
aggressive

—— Twenty-nine percent of service providers (see Figure 26)
expect to improve contract profitability in existing deals
in flight for more than one year, up 7 percent from last
year (see Figure 27), while 21 percent indicated existing
deal profitability is declining.

Figure 24 | SPAs: refm outsourcing pricing pressure

Contract profitability and ability
to increase scope

A variety of factors affect service provider profitability,
including deal scope, transitioning buyer resources,
transition costs and time frames, exchange rates, wage
inflation, and buyer pricing sophistication. Service
providers with a higher mix of remote/low-cost resources
put pressure on the profitability of competitive peers with
fewer lower-cost resources, though this differentiator is
less prevalent in the REFM space as, for example, it is
with IT outsourcing, due to the nature of where the
0
20
40
60
80
100
services are performed.
The biggest factors impacting contract profitability
today are buyer pressure on pricing and aggressive
competitiveness between providers, along with some
buyer pull-back on more profitable discretionary services.
Buyers also continue to focus on cost cutting over process
improvement work.
REFM service providers are generally pessimistic on
profitability trending on both new deals they are pursuing
and existing deals in flight. This level of pessimism is
typically greater in the REFM market segment than in the
back-office BPO and ITO market as registered in other
KPMG Pulse surveys.
This year

Last year

18%

13%

46%

55%

—— Eighteen percent of REFM service providers polled
(see Figure 25) indicated that contract profitability is
improving in new deals signed, which is up 5 percent
from last year. There was also a slight increase where
36 percent, up 4 percent, indicated that profitability is
declining in new contracts.

18%

New contracts

46%

21%

Existing contracts

Declining

36%

50%
About the same

29%

Improving

Figure 26 | SPAs: New/existing contract profitability

This year

21%

Last year

50%

59%

13%

It still holds true that providers have a positive opinion on
the ability to increase scope in existing accounts, indicating
that buyer demand for outsourcing remains strong. Service
providers continue to push hard to expand business,
particularly when the trend of buyers is to continue to
rationalize and consolidate their service supplier base.
Consolidation trends are tending to benefit larger and more
established global REFM service providers.

29%

This year

8%

29%

64%

62%

32%

Last year

3%

35%

62%

72%

19%

55%

Figure 28 illustrates REFM service provider expectations
about their ability to increase scope, ideally in a profitable
manner, in current accounts. Providers remain focused on
growing business in existing accounts and consolidating
work across multiple REFM processes not only because
pursuit costs are lower than competing for new business
but also because it protects their base as buyers rationalize
suppliers and cut back on spend levels. Results are similar
to last year’s study with a slight increase to 64 percent of
providers polled expecting to increase scope in existing
deals. However, there is a greater increase with providers’
sentiment about declining contract scope, which moved
from 3 percent last year to 8 percent this year.

Contract scope within existing deals/clients will decline

Contract profitability is improving on existing contracts
Contract
profitability
0
20 is declining
40 on existing
60 contracts 80

70%

Current contract scope will remain about the same

Contract profitability is about the same

Contract scope within existing deals/clients will increase

100

79%

Figure 28 | SPAs: Ability to increase deal scope

Figure 27 | SPAs: Existing contract profitability

78%

36%

32%

Contract profitability is improving on new contracts
Contract profitability is about the same
Contract profitability is declining on new contracts

Figure 25 | SPAs: New contract profitability
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Learn more
Where to learn more about global sourcing market trends
Kpmg online research portals and blogs
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—— Shared Services And Outsourcing Institute

—— Advisory Institute

—— Reality Check Blogs

—— Advice Worth Keeping Podcast Series
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There are two ways to access the insights available
throughout this important knowledge resource. One is
through the single gateway www.kpmginstitutes.com.
The other is by going directly to the individual institute
Web sites. Either way, you can find ready access to rich
content and informed perspectives on a wide range
of business topics.

KPMG IFRS Institute
The KPMG IFRS Institute has been created as an open
forum where board and audit committee members,
executives, management, stakeholders, academia, and
government representatives can share knowledge, gain
insight, and access thought leadership about the evolving
global financial reporting environment.

The specific institute sites—and content—you can find as
part of the KPMG Institute Network are:

KPMG Shared Services and Outsourcing Institute
The global KPMG Shared Services and Outsourcing
Institute provides valuable resources to help executives
considering, implementing, and managing IT, business
process improvement, and other sourcing initiatives.
Sharing research, leading practice examples, thought
leadership, and practical advisory articles, it equips
clients with the knowledge, data, and insight to integrate
outsourcing, shared services, and internal improvement
into their broader transformation strategy.

KPMG Advisory Institute
The KPMG Advisory Institute provides perspectives to
guide organizations on a broad range of issues spanning
corporate development, mergers, acquisitions, restructuring,
regulations and compliance, risk management, IT, and
business performance.
KPMG Audit Committee Institute
Established in 1999, the KPMG Audit Committee Institute
provides information, resources, and knowledge-sharing
opportunities to help audit committee members and their
boards enhance the effectiveness and integrity of the
financial reporting process.
KPMG Global Energy Institute
The KPMG Global Energy Institute provides an open forum
where industry financial executives share knowledge, gain
insights, and access thought leadership about key industry
issues and emerging trends.

KPMG Tax Governance Institute
The KPMG Tax Governance Institute provides opportunities
for board members, corporate management, stakeholders,
government representatives, and others to share
knowledge regarding the identification, oversight,
management, and appropriate disclosure of tax risk.

KPMG Global Enterprise Institute
The KPMG Global Enterprise Institute was established
to help middle-market companies take advantage of the
opportunities—and tackle the challenges—of going global.

KPMG Financial Reporting View
The KPMG Financial Reporting View provides a single
source for the latest executive-level financial reporting
information, as well as news and activity from standard
setters and industry sources—all organized by topic. It
has been designed to help executives keep companies in
front of critical issues in today’s evolving financial reporting
environment.

KPMG Government Institute
The KPMG Government Institute has been established to help
federal, state, and local governments, and higher education and
not-for-profit organizations, meet their mandates to achieve high
standards of transparency and accountability.

KPMG TaxWatch
KPMG TaxWatch provides tax professionals with a single,
easy-to-use, online source for concise information, insight,
and analysis about current tax developments and legislative
changes around the world.

KPMG Healthcare & Life Sciences Institute
The KPMG Healthcare & Life Sciences Institute provides an
open forum for business leaders from across the industry
to share perspectives, gain insight, and develop approaches
to help balance risk and controls and improve performance.
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Contact us
Patrice Gilles
KPMG’s REFM Advisory Practice
Managing Director
T: 214-840-6978
E: pgilles@kpmg.com
Doug Burr
KPMG’s REFM Advisory Practice
Director
T: 925-895-4747
E: dburr@kpmg.com

Robert Schoborg
KPMG’s REFM Advisory Practice
Manager
T: 859-486-7950
E: rschoborg@kpmg.com
Stan Lepeak
KPMG Management Consulting
Director, Research and Thought Leadership
T: 203-458-0677
E: slepeak@kpmg.com

Clinton Fairbanks
KPMG’s REFM Advisory Practice
Manager
T: 801-560-1767
E: cfairbanks@kpmg.com

How KPMG can help
KPMG recognizes that today’s enterprise business services leaders
face increasingly complex demands and challenges.
Globally integrated teams from our Shared Services and Outsourcing
Advisory (SSOA) practice, in seamless partnership with professionals
from KPMG International’s broader set of member firm capabilities
in risk, transactions, tax, and compliance, help our clients transform
their business services to deliver improved value, increased agility,
and sustainable business performance.
If your organization is seeking innovative ways to achieve genuine
business services transformation, KPMG SSOA can help. For more
information, there is no better place to start than by accessing our
research and thought leadership on the KPMG Shared Services and
Outsourcing Institute web site: www.kpmg.com/us/SSOinstitute.
kpmg.com/socialmedia
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