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Background and scope of the research

Background of the research

With increasing maturity of the Global In-house Center (GIC) model, GICs are increasingly
working with service providers to deliver services (defined as hybrid sourcing in this report).
Some GICs manage service providers on behalf of their parent organization. Additionally,
mature GICs are involved in shaping the parent’s sourcing strategy and managing the sourcing
program

In this research, we analyze adoption of hybrid sourcing among GICs by assessing the
following dimensions:

1 Hybrid sourcing strategy, level of adoption, and benefits realized

1 GIC maturity and experience with the hybrid sourcing model

1 Engagement models used for hybrid sourcing

1 Future outlook for both GICs and service providers

The scope of the analysis includes:

1 Primarily, offshore GICs with some level of adoption of hybrid sourcing

1 Includes all services sectors across GICs

1 Analysis of survey findings conducted across 71 GICs to showcase adoption trends of hybrid
sourcing in GICs
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Overview and abbreviated summary of key messages

This report provides overview on the adoption trends of hybrid sourcing in GICs backed by findings from the survey conducted by Everest Group in
collaboration with SSON and Nasscom on “Adoption trends of hybrid sourcing in GICs”. This further is validated through select examples and case
studies of best-in-class GICs who have witnessed adoption of hybrid sourcing at various stages of their maturity across various dimensions as

covered in this report.

Some of the findings in this report, among others, are:

Hybrid sourcing
strategy, level of
adoption, and benefits
realized

GIC maturity and
experience with hybrid

sourcing

Engagement models
used for hybrid
sourcing

Future outlook

Hybrid sourcing is a well established delivery model with 80% of the survey respondents adopting hybrid sourcing
Hybrid sourcing adoption is more evolved in IT services, compared to Business Process Services (BPS) functions
GICs could realize sufficient benefits (e.g., manage demand fluctuations, lower costs, and access best practices)
by adoption of hybrid sourcing

As GICs evolve in their operating models, they, typically, work with service providers to enhance the overall
service delivery impact

GICs’ involvement with service providers could be broadly classified into three components — use service
provider delivery, support/implement the service provider sourcing program for the parent, and identify global
sourcing opportunities and design the sourcing model strategy

Staff-augmentation, project-based work, and managed services delivery constructs are the three models used by
GICs to engage service providers

Though staff augmentation is the most prevalent model, there is evidence of managed services set-ups too
FTE-based pricing is the dominant pricing structure used, with some GICs moving towards alternate pricing
models (e.g., transaction-based pricing, outcome-based pricing, and fixed price)

GICs’ involvement with service providers is likely to increase with parent mandate and GIC scale being the
critical enablers

GICs are likely to pursue multiple initiatives related to service providers; delivery improvement and governance
enhancement are the top two priorities

Going forward, there are multiple opportunities for service providers to work with GICs beyond staff augmentation
and delivering niche skills

Source: Hybrid sourcing adoption trends in GICs: 2014 survey conducted jointly by SSON, Nasscom, and Everest Group
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This study offers four distinct chapters providing assessment
of adoption of hybrid sourcing in GICs; below are four charts
to illustrate the depth of the report

Level of adoption and benefits realized GIC maturity and experience with hybrid sourcing
Extent of service provider usage for functions delivered from GICs Areas of involvement of GICs with service providers
Number of GIC respondents (N); N = Number of GIC respondents (N); N =
S L Bl Small to medium scale GIC (< employees), N =
Significant Moderate Limited No Number of GIC B Large scale GIC (> employees); N =
usage usage usage usage respondents
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Engagement models used for hybrid sourcin Future outlook

Delivery constructs where service providers are used Key initiatives that GICs are likely to pursue to improve service provider delivery
Number of GIC respondents (N); N = Number of GIC respondents (N); N = 71

Bl Small to medium scale GIC (< employees), N =
Il | arge scale GIC (> employees); N =

Staff Project based Managed Others Drive service Enhance Increase Increase Consolidate  Enhance

augmentation work (e.g., services improvement/ governance | scope of strategic service service provider

for ongoing consulting and excellence  and managed relationships providers compliance and

delivery system oversight services with service risk mitigation
integration providers

Source: Everest Group (2015)
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Additional research references

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

1. Evolution of the GIC Model: Do GICs Really Add Value Beyond Cost Arbitrage? (EGR-2014-2-R-1254); 2014. As GICs look to play
a more strategic role within the organization, it becomes crucial to identify areas where more business impact can be created in addition
to just cost arbitrage. It is also equally important to articulate, quantify, and communicate the value addition to the parent organization.
This report assesses the current state of the GIC market in terms of maturity of model and aims to help GICs in their maturity journey by
identifying value addition levers and providing a framework to help quantify the business impact created

2. Global In-house Center (GIC) Landscape in BFSI Sector — High Adoption for Business Process Services, Will IT Services Follow
the Trend? (EGR-2014-2-R-1265); 2014. This report provides a deep dive into the BFSI GIC landscape and an analysis of the trends
across banking, capital markets, and financial services subsectors. The research also brings out key insights about the BFSI GIC market
across key delivery locations and functions and concludes with an assessment of the strategic trends observed in BFSI GICs

3. Global In-house Center (GIC) Landscape Annual Report 2015 (EGR-2015-2-R-1431); 2015. This report provides a deep-dive into the
GIC landscape and an analysis of the GIC trends in 2014, comparing them with the trends in last two years. The research also brings out
key insights into the GIC market across locations, verticals, and functions. It concludes with an assessment of the hybrid sourcing

constructs.
For more information on this and other research published by Everest Group, please contact us:
H. Karthik, Partner — Global Sourcing: h.karthik@everestgrp.com
Shadab Ahmad, Senior Analyst — Global Sourcing: shadab.ahmad@everestgrp.com
Website: www.everestgrp.com | Phone: +1-214-451-3000 | Email: info@everestgrp.com
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