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Background and scope

Overview

e The past two-three years witnessed strong market activity in the retail and Consumer Product Goods (CPG) shared services centers or Global Business Services (GBS) space with both
new GBS center setups and expansion of the existing ones. GBS centers are currently supporting their enterprises in several critical aspects of service delivery, with a few centers
having evolved to being strategic partners (driving digital agenda, innovation, having global ownership roles, etc.)

e The recent months have been challenging for retail and CPG firms due to the COVID-19 outbreak, which hit the sector with both demand and supply shocks. However, this situation has

been a blessing in disguise for many GBS centers, which have gained confidence and visibility across their enterprises by showcasing capabilities in quickly adapting to new and more
agile operating models

e As these GBS centers are looking to elevate their support to the enterprise, it is important to understand the GBS market landscape to identify opportunity areas by developing a view on
potential implications of COVID-19

Scope and methodology of this report Key players: NOT EXHAUSTIVE

e This report focuses on the global delivery of retail and CPG services from GBS centers at
offshore and nearshore locations. The report is divided into three key sections:

amazon Walmart DIAGEO TESCO

— Retail and CPG GBS market landscape at offshore/nearshore: This section covers the -—————
overall GBS landscape at offshore and nearshore locations in terms of center setups,

growth, sourcing geographies, and key delivery locations

{ (et A
Assessment of service segments among offshore/nearshore GBS: This section & M?‘I?se"a W% BA i

provides insights into service delivery maturity of core functions such as sales and
marketing, and supply chain management. Also, covers the state of digital adoption trends coeATEnAIE

and key emerging themes at offshore/neasrshore GBS centers .
. o . , : o E&J o s DY
— Outlook and implications for retail and CPG GBS: This section covers the implications ABInBev Z \ & s%@ :‘%
of COVID-19 on GBS centers at offshore/nearshore and highlights the opportunity areas \ TARGET %éé%c
that exist for GBS organizations % ’ — € e PHILIP MORRIS U f‘ga
W hl ‘ : T TIN AT N AT milloarer
e The report is based on Everest Group’s ongoing interactions with GBS and parent enterprise eStle INTERNATIONAL

stakeholders and proprietary GBS database that is updated quarterly with new set-up activity,
expansion/contraction of existing GBS centers, divestitures, and capability additions
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Summary of key messages

The retail and CPG GBS activity at offshore/nearshore locations has been gaining traction in recent years,
with many North American and European firms setting up new centers at locations such as India and Poland

_______________________________________________________________________________________________________________________________________________________

The global services market for retail and CPG industry grew at ~6% CAGR between 2017 and 2019, driven
by factors such as increased preference of retail firms to leverage offshore locations for digital services
delivery and high talent availability for such services

employed workforce. Bangalore, India, is the most preferred location with ~10% of retail and CPG
offshore/nearshore GBS centers. Multiple tier-2 locations in the CEE region (e.g., Poznan and Gdansk)
have been gaining traction in recent years

India and Poland are the leading GBS destinations, accounting for ~50% of GBS setups and over 50% of

Many retail and CPG GBS centers are building strong capabilities, especially around digital technologies
such as analytics and automation (RPA and Al). Multiple GBS centers house Centers of Excellence (CoE) for
these services

Amidst the ongoing COVID-19 crisis, many mature GBS adopters have been agile enough to quickly
transition to newer operating models (remote working) and are focusing on providing more enhanced support
to enterprises

Going forward, these GBS centers are expected to play a significant role in their parent enterprises’
transformation journey
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RS
This study offers a deep dive into the retail and CPG GBS market landscape, services
delivered, and the impact & implications of COVID-19; below are four charts to illustrate the
depth of the report

GBS market activity Assessment of service segments

Number of GBS? centers in offshore locations Number of new €T Percentage of new setups @Y CAGR*
GBS It ti elivering digital services
2017-2020; Total number of GBS centers cenersetips o o

% e During 2017-20, retail and CPG industry GBS set-up
o . P - ,
' Procurement (core) and Logistics and transportation Merchandising and Marketing (includes digital marketing Sales services & customer experience
activity grew at 6. A’. CAGR, driven by the increased
preference of retail firms to leverage offshore/nearshore supply chain management management sales operations operations) management
205 locations for digital services delivery o Demand planning « Transportation management (includes « Space, range, and display optimization o Pricing analytics  Warranty and claims management
189 —  Of the new GBS setups in the last one year, around o Material/product tracking 3PL provider management) o Site merchandising « Promotions management o Returns management
. N . o Supply network planning and o Freight and fleet management o Sales spend management o Market research  Loyalty program management
50% centers were established to deliver digital optimization « Distribution planning o Sales tracking and forecasting o Social media marketing o Consumer insights and web analytics
services such as Al, automation, and advanced 0 ziicy) e T + Social media analytics
N N S ' N o Production planning o Search Engine Optimization (SEO)
analytics, in addition to other traditional services o Purchasing operations
CPG o There is a growing trend of setting up centers focusing on
complex and value-adding services
— Forinstance, in 2019, an American CPG enterprise set Horizontal/corporate functions
up a global digital technology center in India to digitize
Retail its ?Iobal supply chain and create Al-equipped sales + |- a \}
tools . . x| = H |Q| eoeo
2017 2018 2019 2020 e Inthe next couple of years, growth will be driven by the aasa 1°1

expansion of existing centers, as most retail/CPG firms

Information technology Finance Digital Human resources Property services Others

have evolved to play a significant role in not just delivery of — - - - - -
. h A . (IT-application development & (financial planning, tax, internal (analytics, loT, payroll & benefits (store planning & construction, (contact center, procurement
complex/niche services, but also in supporting the maintenance, infrastructure, audit, account cloud, mobility, social & administration, learning & facilities management, lease (non-core), legal, compliance,
—~20N0, enterprise through accelerated innovation system integration, etc.) payables/receivables, etc.) interactive, etc.) development, etc.) administration, store layout risk, etc.)
30% 50% P g e
i\( High adoption anticipated at offshore/nearshore GBS post COVID-19 Delivery prevalence among GBS: Low EEEB Medum ~— GEEE High
Y . it After sales services?
Procurementt Inbound logistics Operations Outbound logistics A
& reverse logistics
Are single brand retail/CPG enterprises and/or firms that Have a large portfolio of essentials (such as instant
. - have a large portfolio of non-essentials food, hygiene, and groceries)
| Sourcing & procurement I 1 [J— [l Order fulfilment (includes | Claims and warranty
| strategy PRy P 9 1 PPy planning i _packing and shipping support) | management
| ores 1o coret | [T " C.oound wensporaion | ! Low
1 - [ (ncludes inventory planning [ management (includes 3PL 1 (collection, return processing, 1
. = ment strategy) provider management) problem assessment, and
w mater zat
: . | : T (T @ \ g oo
Inventory optimization Distribution planning . [ L . . .
[l Data & doc Sy ) TS 1 | | Reverse logistics support i * Have heavy global supply chain models ! 1 e Have limited supply chain / procurement disruption |
1 1 1
management and support Delivery scheduling (includes ' imi - ' ! i i i
: AT : Order management * : drivers and customer : Senice contract [ Have a limited e-commerce presence : ! e Have multiple retail and CPG brands |
iﬁ?ﬂ'ﬁ menegement management (ncluding Y communication) menagement e Have significant business operations in ! | e Operate largely on e-commerce platforms '
1 | pimization & 1k SPL management) ! IS [— ! I — | countries with stringent restrictions/lockdowns ! i - ! o ) !
I management 1 N (oecasing | | Fraud detectiol o ) : e Have significant business operations in countries i
-° [l warenouse management 1 1 R i ' with just social distancing norms (and, therefore, '
including space and workioad Retums analytics ! . H
Supply network planning Ml opiimization B liooh e e dananz e I including projections ! less stringent lockdowns) i
)
and optimization * i I L= === === L J
[f] Production planning, * i Real-time routing allocation
. scheduling, and optimization I and dynamic routing
————————— @ " ¢ . . . . . . . . . . . .
1 ﬁ.';’.iﬁ.ﬁ;i“niiﬁﬂﬂa‘.ﬁﬂ)““es With social distancing expected to continue in the next one to two years, there will be a change in consumer behavior, leading to business model disruptions
|
————————— -2
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Research calendar - Catalyst™

Il Published Planned | ' Current release
Global In-house Center (GIC) Landscape Annual Report 2018 — GICs Emerging as Innovation CoEs for Global Enterprises - May 2018
Global In-house Center (GIC) Landscape Annual Report 2019 — Enterprises Insourcing IT Services to their GICS - oo July 2019
GBS State of the Market Report: Evolving Operating and Governance Models to Build GBS of the Future oo March 2020

Thematic Catalyst reports

How to Drive Revenue Impact Through Global In-House Centers (GICS) . June 2019
Building the Insurance BPS Workforce of the FUtUre . . October 2019
Case Studies on Scaled RPA Adoption in GICS October 2019
Innovative Talent Practices to Build the GBS of the FUuture . November 2019
Improving the Productivity of the GIC Workforce - December 2019
Global Services Market Pressing Issues in 2020: GBS PerspectiVes .. February 2020
Navigating the Coronavirus Outbreak for Shared Services Organizations ... . March 2020
Innovation in GBS organizations | Pinnacle Model® Analysis 2020 ... March 2020
._ Retail & CPG Global Business Services in the Times of COVID-19 — Driving Enterprise Immunity through Digital . June 2020";
Evolving Role of Onshore GBS Centers and its Impact on Offshore GBS Centers . Q22020
State of Adoption for Intelligent Automation (RPA++) in GBS Organizations ... Q3 2020
Value Creation / Impact Delivered by GBS Organizations | Pinnacle Model® Analysis 2020 . . Q32020
Building the BFSI IT Workforce of the FUtUre Q4 2020

Note For alist of all our published Catalyst™ reports, please refer to our website page
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Additional Catalyst™ research references

The following documents are recommended for additional insights into the topic covered in this report. The recommended documents either provide additional details or complementary
content that may be of interest:

1. Integrate Work From Home within GBS Delivery Model (EGR-2020-52-R-3760); 2020: COVID-19 has fundamentally altered how GBS organizations view Work From Home (WFH). In a post-COVID-
19 world, we expect WFH to emerge as an imperative for GBS, with more than 50% GBS organizations expected to sustain scaled WFH adoption (even post upliftment of lockdown measures). The
playbook aims to help GBS leaders on the evolved business case for scaled adoption, which looks beyond BCP benefits and assesses other aspects including cost and talent proposition. The playbook
will provide actionable insights regarding how GBSs can integrate WFH within their delivery model based on best-practices around work-mix, technology infrastructure, real estate, talent models,
performance management practices, and the overall risk mitigation

2. Navigating the Coronavirus Outbreak for Shared Services Organizations (EGR-2020-0-V-3614); 2020. The viewpoint offers a recap of the standard responses that most organizations have taken,
some best-in-class industry practices, and a view on how the next normal, post-COVID-19, would look like. These perspectives are drawn from both previous experience with organizations reacting to
pandemics (such as SARS, MERS, and Zika) and specific responses in the current COVID-19 situation. It is critical to acknowledge that the impact from COVID-19 is different from other forms of crises
such as natural disasters or civil unrest, as it can potentially disrupt multiple locations across geographies at the same time, as well as the uncertainty attached to the duration of impact

3. GBS State of the Market Report: Evolving Operating and Governance Models to Build GBS of the Future (EGR-2020-34-R-3643); 2020. This report provides an in-depth analysis of the GBS
landscape and trends. It covers market size, growth, and distribution of GBS centers by buyer portfolio, scale, functions supported, and offshore delivery locations. The study concludes with a deep dive
into the changing operating and governance models for GBS

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

Bharath M, Practice Director: bharath.m@everestgrp.com

Ranjith Reddy, Senior Analyst: ranjith.reddy@everestgrp.com

Samartha Agrawal, Intern

Website: www.everestgrp.com | Phone: +1-214-451-3000 | Email: info@everestgrp.com
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Everest Group®

About Everest Group

Everest Group is a consulting and research firm focused on strategic IT, business services, and sourcing. We are trusted

advisors to senior executives of leading enterprises, providers, and investors. Our firm helps clients improve operational and
financial performance through a hands-on process that supports them in making well-informed decisions that deliver high-
impact results and achieve sustained value. Our insight and guidance empower clients to improve organizational efficiency,

effectiveness, agility, and responsiveness. What sets Everest Group apart is the integration of deep sourcing knowledge,
problem-solving skills and original research. Details and in-depth content are available at www.everestgrp.com.
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