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Background of the report

PricePoint™ is a quarterly compendium of key demand- and supply-side trends impacting pricing in Information Technology Outsourcing (ITO) and Business Process Outsourcing 

(BPO) deals. It is published by the Pricing Assurance practice at Everest Group that conducts pricing advisory engagements for large global buyers and providers of outsourcing 

services. PricePoint™ draws entirely from first-hand information and insights that have been generated from:

⚫ Live advisory engagements

⚫ Analyst briefings and direct market conversations

⚫ Proprietary cost- and transaction-tracking tools

⚫ Financial results published by service providers

PricePoint™ focuses on market developments in India and the United States, which serve as the key offshore and onshore delivery locations for outsourced services, respectively. 

Other delivery locations are included as part of featured research, whenever necessitated by market developments.

What objectives does PricePoint™ serve:

⚫ Supports (re)negotiation efforts

⚫ Assists in internal decision-making or calibration as per the market dynamics

⚫ Serves as a potential thought-starter in the unexplored areas of pricing or spend efficiency

What objectives does PricePoint™ not serve:

⚫ Comprehensive benchmarking of client-specific resource units, service levels, or delivery metrics

⚫ Customized guidance on optimizing contract fee

⚫ Specific peer intelligence
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Guide to interpreting pricing dashboards for outsourced IT and business process services

Note: Due to a delay in the publication of financial results by service providers, PricePoint™ reports are published with a time lag of one quarter

Area Pricing implication symbols

Overall price trend/outlook

Impact of price drivers

These symbols represent the impact of each price driver on the overall pricing in isolation.

Decrease price Increase priceSustain price

These symbols represent the impact of each price driver on the overall pricing in isolation.

Marginal

decrease in price

Stability 

in price

Marginal

increase in price

Significant 

decrease in price

Significant 

increase in price
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Pricing dynamics in outsourced IT services 

Pricing dashboard – summary of pricing drivers in Q2 2020

1 ACV: Annual Contract Value; ERP/SI : Enterprise Resource Planning / System Integration; ADM: Application Development and Maintenance

Overall trend in Q2 2020 In Q2 2020, stringent lockdowns imposed worldwide severely impacted the operations for service providers. The demand for ITO deals in this quarter 

remained muted, with traction observed for deals involving cloud migration, cybersecurity, and digital workplace services. The fall in revenue growth rate 

was significant as it entered the negative territory due to demand- and supply-side constraints, which also led to a shift in operating margins, largely offset 

by cost optimization measures. Thus, pricing declined at both offshore and onshore locations in this quarter
✓

Outlook for Q3 2020 In the upcoming quarters, provided that the spread of COVID-19 is suppressed and countries lift restrictions, it is expected that the overall 

macroeconomic demand might pick up. Additionally, with abridged supply constraints, pressure on the price and margins for service providers may also 

start to soften. Service providers are likely to focus on cost optimization and improvement in utilization rates by reskilling employees in the remote working 

model, that is predicted to transform into a hybrid model in future. Further, the acceleration in digital transformations led by the pandemic, can be 

leveraged by the service providers as an opportunity. Thus, the pricing for IT services is expected to decline in Q3 2020 as well

✓

Dimension Price driver Impact in

Q1 2020

Impact in

Q2 2020

Conclusion

⚫ The share of small (ACV1 < US$10 million) and mid-sized (US$10 million < ACV < US$ 50 million) deals increased, 

whereas that of large (ACV > US$50 million) deals fell in Q2 2020 vis-à-vis Q1 2020

⚫ The overall deal count remained stagnant in Q2 2020 as compared to the previous quarter 

⚫ The share of ERP/SI1, Infrastructure Outsourcing (IO), and ADM1 deals remained stagnant in this quarter vis-à-vis last 

quarter

⚫ The share of new deals as a percentage of the total deals remained stagnant in Q2 2020, as compared to Q1 2020

Demand-side 

factors
Deal size

Deal volume

Value mix

New deal-renewal mix
(Refer to pages 10 and 11 for details)

⚫ Wage growth across both India and the US remained flat. Growth in facilities and real-estate remained stagnant in this 

quarter

⚫ The average value of INR depreciated by 1.45% against USD in Q2 2020

Macroeconomic 

factors

Inflation

Forex rates

⚫ The resource utilization rate fell in Q2 quarter, as compared to the Q1 2020

⚫ Overhead expenses as a percentage of revenue also declined in Q2 2020 vis-à-vis Q1 2020

⚫ Both Indian as well as global service providers witnessed a decline in revenue growth rate. Indian service providers recorded

a fall in operating margin, however, the margins for global players improved marginally

Supply-side 

factors

Resource utilization

Overhead cost

Financial performance (Refer to pages 12 and 13 for details)

(Refer to pages 14 and 15 for details)
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Factors affecting pricing dynamics in outsourced IT services

Note: In the next page, the impact of the above-mentioned factors on the actual price movement for ITO deals at 

offshore and onsite locations has been captured. It also showcases the expected future outlook for Q3 2020

Key macroeconomic factors

⚫ Operating cost inflation in India and the United States

⚫ Forex movement in India and the United States

Supply-side analysis

⚫ Resource utilization

⚫ Overhead cost (SG&A expenses)

⚫ Revenue growth (YoY)

⚫ Operating margin

Demand-side analysis

⚫ Deal-size mix

⚫ Number of ITO deals announced

⚫ Value mix of ITO deals

⚫ New deal-renewal mix in ITO

Price movement has been impacted by movements in the following three levers (which have been analyzed in the previous slides)
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Featured research offers an assessment of automation potential across Record-to-

Report (R2R) services
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