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The Structural Changes report will have over 60 pages 
of insightful information
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change soon
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will bring new 
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The mega-deals will continue declining with most 
action shifting into renewals and re-competes 

Segments of the ITO market
2006; Percentage

100% = US$270 billion

27%

54%

19%
Small and 
Medium 
Business

Large
Enterprises

Mega-deals1

Observation 
The number of mega-deals significantly 
declined over the last seven years in terms 
of total number of deals, TCV, and ACV 
This decline is rooted in the saturation of 
the very large enterprises (i.e., there are 
few companies left in the Fortune 100 with 
the capacity to enter the ITO market with a 
brand new mega-deal)

Conclusion
With fewer companies announcing mega-
deals, the action in this segment is likely to 
shift into renewals and re-competes 
Given 4-5% annual growth in IT expense a 
US$1 billion deals signed seven years ago 
is likely to renew with ~40% higher scope 
Pressure to grow signings coupled with 
increased competition for renewals will 
drive increasing price pressure in the 
segment

1 Everest defines mega-deals as deals with TCV above US$1 billion or ACV above US$200 million
Sources: Bernstein Research; Everest Research Institute (2007)
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Competitive dynamics is one of the key determinants 
of the prices in IT outsourcing 

Typical annual price1 change dynamics in ITO
Percentage Focus of the analysis

Last year 
price

Computing 
price 

decline

Efficiency 
gains

100% 3-5 3-7

10-15

Labor 
arbitrage 

effect

Variations 
in supplier’s 

margins

Next year 
price 

90-60% ±10

Fundamental IT 
market dynamics

Market 
externalities

Competitive 
dynamics 

Price movements  
in ITO are driven 
by a set of 
fundamental, 
competitive and 
external drivers
Competitive 
dynamics is the 
most unstable of 
them and can 
significantly 
affect direction of 
price changes 

Price movements  
in ITO are driven 
by a set of 
fundamental, 
competitive and 
external drivers
Competitive 
dynamics is the 
most unstable of 
them and can 
significantly 
affect direction of 
price changes 

ILLUSTRATIVE

1 Price in this context is defined as a charge per unit of IT output (e.g., price per server, price per MIPS)
Source: Everest Research Institute (2007)
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